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Trade, Power and Welfare: An International Economic Political

Framework for Great Power Rivalry
Zhang Yuyan and Xia Guangtao

[ Abstract ] The conventional paradigms of trade theories manifest a notable
inadequacy by omitting the consideration of power as a means to sustain and enhance
relative strength in the realm of international interactions among nations. Particularly.
in the milieu of great power rivalry. the significance of power in trade relations between
advanced and developing nations becomes more pronounced. Against this backdrop,
this paper endeavors to formulate a tractable and generalized international economic
political framework for analyzing strategic interactions among great powers. This
framework mtegrates the power element into the traditional two-country trade theory.
concurrently addressing absolute welfare as the central focus of economics and relative
welfare as the primary concern of politics — both being dual objectives of nations.
Utihizing game theory methods, the analysis reveals that, in a two-country game, the
developing country tends to favor strategies enhancing its intrinsic strengths while
mitigating its limitations, whereas the advanced country gravitates towards strategies
aimed at exploiting the opponent's vulnerabilities while leveraging its intrinsic strengths.
As the technological gap determining comparative advantage narrows, the advanced
country inclines towards asserting dominance or even contemplating decoupling from
the developing country,

[ Key Words] great power rivalry, trade, power, welfare, bimodal efficiency
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