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United States Trade, Diplomatic, and other 
Policies with People’s Republic of  China

Resolved: The United States Federal Government should substantially 
reform its policies toward the People’s Republic of  China.

reform its policies toward 
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U.S./China Policy Overview/Timeline
• U.S./China policy over last 35 years:  astonishing success!

• China average income up from $1,516/year in 1990, to 
$13,400/yr in 2015. [$673/yr in 1986, $312/yr in 1980]

• Nixon visits China in 1972 (U.S. “two China policy).

• 1978: Chinese government broke the communes 
down into small “family farms” such that every 
rural resident was allocated a small parcel of land. 

• Deng Xiaoping: 1980: SEZs (Special Economic Zones), 
inspired by free-market Hong Kong and Taiwan prosperity. 

• 1994 President Bill Clinton: MFN status for China.

• December 11, 2001, China officially joins WTO.

Why Post-Communist Success of China?
•Deng Xiaoping’s economic reforms 

1980s.  

•And his 1992 “trip to 
thesouth” (cats and windows).

•Initial investment by the overseas 
Chinese (sea turtles)

•Private firms with profits and 
retained earnings, foreign 
investment: supply chain integration 
with HK, SK, Japan, Taiwan, US, EU.

China’s Economic Success
• Market reforms: private family farms (99-year leases), 

retained earnings (profits!) foreign direct investment. 

• Not State-Owned Enterprises (SOEs); not foreign aid.

• Asian Tiger model: Hong Kong, S. Korea, Taiwan, Singapore.

• Lots of hard work by hundreds of millions of Chinese people, 
migrating to cities and working 9am to 9pm, 6 days a week. 

• High savings rate 30% to 50%. (Maryland family in news.)

• But what are “markets” ? How and why do they work?

• Role of China’s central, regional, and local governments?

• Private property and companies in market economy 
create new incentives. Market prices mobilize information.



http://www.cato.org/blog/dramatic-decline-world-poverty

U.S./China Policy Reform
History • Economics • Politics • Special Interests 

Resolved: The United States Federal Government should 
substantially reform its policies toward the People’s Republic of  China.

Trade policy (tariffs, anti-dumping (AD) countervailing 
duties (CVD))

Trade w/ social policies (labor, environment, climate...) 

Investment policy (Foreign Direct Investment)

Is China a “free-market economy”? (WTO upgrade)

Diplomatic/military/fisheries (South China Sea status)

Migration, education, work visas, policy reform.

• Today they would find 
out if she had been 
admitted to the college 
of her dreams, Wellesley, 
in far-off Massachusetts.

• Scenes like this are 
playing out across China 
with growing frequency. 
This fall [2015] more 
than 275,000 Chinese 
students will start classes 
on American campuses, 
nearly triple the number 
from any other country. 

• China’s economy has been fast 
expanding, with annual growth 
rates averaging near 10 percent. 

• When Anne graduated from university, 
in 1992, she made just 106 yuan, or 
less than $20, a month. ...

• Today she is a poised and polished 
executive with a Chinese company that 
hopes to compete with the ridesharing 
service Uber on Beijing’s ... streets. 

• Her husband works in satellite 
communications. Together they can 
comfortably afford to spend about a third 
of their salaries on Abby’s education.



• It’s economically destructive to identify the world’s best and brightest 
students, equip them with valuable skills at American universities, and 
then disallow them from using those skills to energize the U.S. 
economy. Lawmakers should extend the grace period for all 
graduating foreign students to find jobs and opportunities.

• Each year, more than 800,000 foreign students 
attend American universities. China, India, and South 
Korea send the most students. Foreign graduates 
have spent four years at American universities ... 

• In fact, the U.S. Dept. of Commerce finds that in 
the 2013-14 school year, international students 
contributed over $27 billion to the U.S. economy. But immigration 
policy... offers... graduates... a limited range of options.

http://AstoundingIdeasChinaTrade.blogspot.com/

Doug Irwin's July/August, 
2016 Foreign Policy article, 
"The Truth About Trade."

Free Trade: Spurring Two 
Centuries of Innovative 
Protectionist Arguments

http://astoundingideaschinatrade.blogspot.com/

Against China Trade
•Claim: globalization is “hollowing out” U.S. middle class. 

•U.S. losing manufacturing jobs to China. 

•China unfair trade practices (IP, force partnerships to 
operate in China, large and ongoing subsidies for steel, 
shipping, solar panels).

• Limits to U.S. movies and television and news media.

•China pollution, CO2 emissions (coal), labor lawyers all 
locked up, political prisoner labor, repression of ethnic 
minorities (Tibet), political repression of media and dissent.



“Costs of Trade” with China?

•“Dependence” on imported goods.
Auto parts, electronics, computer chips, clothing... 
... Richard Nixon's decision in 1973 to restrict soy exports from the United States. This greatly upset the 
Japanese, who were quite dependent on U.S. soybeans and therefore turned to Brazil for soy.

•Loss of manufacturing jobs.

•Pollution & environmental harm in and from China.

•Sweatshops: Lack of control/influence over labor law. 

By Katherine Peralta
Dec. 11, 2014 | 4:57 p.m.

•  research by three distinguished economists: David Autor, David Dorn, 
and Gordon Hanson. They argue that import growth from China cost 
the United States about 2.4 million jobs over a dozen years.

http://foreignpolicy.com/2016/05/08/did-china-
trade-cost-the-united-states-2-4-million-jobs/

http://news.mit.edu/2016/united-
states-lost-millions-jobs-china-0309

• If you look at NAFTA and trade with Mexico, 
Autor says, not that many U.S. workers have 
been harmed. But China, his researchshows, is a 
different story. "China's rise is really a kind of a 
world historical event," Autor says. "This is the 
largest country in the world. It has caused a 
wholesale substantial contraction of U.S. 
manufacturing employment."

• Autor says from 2000 to 2007, trade with 
China destroyed nearly 1 million U.S. 
manufacturing jobs. That's apart from other job 
losses due to technology and productivity gains 
and automation.



http://uschinatradewar.com/

THBT that states with high unemployment rates should 
have the right to engage in protectionist actions to prevent 

domestic companies from shipping jobs to other states.

ARGO Open 
2016

   Alternative: have the right to reduce trade barriers 
                    and regulations that hamper job creation.

• The number of manufacturing jobs 
in the United States has indeed been 
in a long decline since the late 1970s, 
but that disguises the true story of 
American manufacturing. ...

• In the last 20 years, which include enactment of the North 
American Free Trade Agreement and China’s entry into the 
World Trade Organization, real, inflation-adjusted U.S. 
manufacturing output has increased by almost 40%. ...

• We produce more manufacturing value with fewer 
employees...because today’s workers are so much more 
productive. They are better educated, equipped with more 
sophisticated capital machinery...they are better paid, with 
total manufacturing payrolls rising during the last decade 
even as the number of workers declined.

Continued [quotes from LA Times Op-Ed]

• productivity growth caused 85% of the job losses 
in manufacturing from 2000 to 2010, a period 
that saw 5.6 million factory jobs disappear. 

• ... trade accounted for a mere 13% of job losses.

• In fact, globalization and trade agreements have made a huge 
contribution to the ongoing success of American manufacturing. 

• This is why U.S. jobs in trade-oriented industries typically pay 
18% more than non-trade-connected jobs. 

• Measured in terms of value, more than half of what Americans 
import each year is not for consumption but for production. 

• Being integrated into global supply chains allows U.S. 
manufacturers to source more affordable parts, 
components, raw materials and production equipment...



• ...China's trading partners ... 
have a variety of complaints: 
--- that China exports too much, [with] 
cheap manufactured goods, subsidised by an undervalued currency; 
--- that it hoards essential inputs, such as rare earths, for its own firms; 
--- it still skews its own market against foreign companies,
--- slow to implement WTO rules (notably on piracy),
--- suddenly imposing unwritten rules unfavourable or unknowable to 
foreigners. 
---The meddling state lets multinationals in, only to squeeze them dry of 
their valuable technologies and then push them out.

Dec 10th 2011 | From the print edition

http://astoundingideaschinatrade.blogspot.com/2015/06/arrival-cities-in-china-and.html

http://astoundingideaschinatrade.blogspot.com



http://arrivalcity.net/video/ Campaign ad in favor of higher tariffs on steel from China

U.S. Steel’s campaign to 
exclude Chinese steel 
imports would make 
U.S. companies that 
manufacture products 
from steel less 
competitive, steel users 
told a federal agency. 

They also said domestic 
steelmakers either don’t 
want to make some of 
the steel they need or 
can’t make it as reliably 
as Chinese suppliers do.

Losing or Gaining Apple jobs to Asia?



127.3 
million (2013)

50 million 
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Taiwan 
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China 
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(2013)
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States: 
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A bridge over troubled 
waters: Taiwan, Japan and South 
Korea employ huge numbers of 
mainland Chinese
Nov 8th 2014

88,000 firms from Taiwan 
employ 15.6m Chinese 
workers.  About 11m are 
employed at 23,000 
Japanese firms or their 
suppliers. Throw in 2m more 
workers for South Korean 
enterprises, and companies from 
around the troubled East China 
Sea have approaching 30m 
Chinese on their payrolls.

Foreign Direct Investment in China
Taiwan:  88,000 firms employ 15.6m
Japan:  23,000 firms employ 11m
South Korean firms employ 2m
U.S. firms: McDonalds employs 1.9m
YUM/KFC: 4,500 stores; Starbucks: 1,500

Trade Agreements

China has intensified 
its efforts recently to 
deepen diplomatic 
and trade 
relationships with 
international partners 
and secure its rapidly 
expanding interests 
globally. This new 
dynamic presents 
both challenges and 
opportunities for the 
United States.  ...



 the Center for Automotive 
Research estimates that, of the 
$18.25 billion in additional 
North American investments 
that U.S. car companies 
announced in 2014, $10.5 
billion was earmarked for 
projects in the United States, 
while $7 billion and $750 
million was planned for Mexico 
and Canada, respectively.

Investment policy (Foreign Direct Inv.)

Investment policy (Foreign Direct Inv.)

• After WWII, dramatic increase in 
international trade

• The global trade agenda stalled at the 
beginning of the twenty-first century (after 
1999 WTO riots in Seattle)

• [So] United States turned to regional and 
bilateral free trade agreements (FTAs)

w.cfr.org/trade/future-us-trade-policy/p36422

The effects of 
globalization, however, 
have increased 
resistance to further 
trade liberalization. 
Many in the U.S. labor 
movement, as well as 
some economists, 
argue that trade 
agreements in their 
current form hurt 
workers, degrade 
the U.S. manufact-
uring base, and 
exacerbate income 
inequality.

He writes that FTAs 
make global 
multilateral 
agreements more, 
not less, difficult. 
"The current tide of 
preferences has 
been a result of 
politicians 
mistakenly, and in 
an uncoordinated 
fashion, pursuing 
free trade 
agreements because 
they think 
(erroneously) that 
they are pursuing a 
free trade agenda."

FTA  - Free Trade Agreement
PTA - Preferential Trade Agreement
Bilateral Trade Agreements
Multilateral Trade Agreements



“Costs of Trade” with China?

•“Dependence” on imported goods.
Auto parts, electronics, computer chips, clothing... 
... Richard Nixon's decision in 1973 to restrict soy exports from the United States. This greatly upset the 
Japanese, who were quite dependent on U.S. soybeans and therefore turned to Brazil for soy.

•Loss of manufacturing jobs.

•Pollution & environmental harm in and from China.

•Sweatshops: Lack of control/influence over labor law. 

By Katherine Peralta
Dec. 11, 2014 | 4:57 p.m.

Benefits from trade
•Increasing scope of trade (across regions and 

countries), enables... More consumer choice, and more 
potential consumers (larger markets) for producers

• Increasing division of labor, increasing specialization, 
increasing productivity.

•Consider production of iPhones...

•Absolute and Comparative Advantage.

•Breaking domestic monopolies, cartels, guilds, 
political unions, and interest groups.

• ...China's trading partners ... 
have a variety of complaints: 
--- that China exports too much, [with] 
cheap manufactured goods, subsidised by an undervalued currency; 
--- that it hoards essential inputs, such as rare earths, for its own firms; 
--- it still skews its own market against foreign companies,
--- slow to implement WTO rules (notably on piracy),
--- suddenly imposing unwritten rules unfavourable or unknowable to 
foreigners. 
---The meddling state lets multinationals in, only to squeeze them dry of 
their valuable technologies and then push them out.

Dec 10th 2011 | From the print edition



Thinking About 
South China Sea Conflict

•Economic value of islands?
-- Fishing?
-- Undersea oil, gas, minerals?
-- Nationalism?

•Shipping... 

•What would be the consequences 
if China’s military could not protect 
shipping lanes in some kind of 
trade embargo pressed by U.S.?

•After WWII, dramatic increase in 
international trade

• The global trade agenda stalled at the 
beginning of the twenty-first century 
(after 1999 WTO riots in Seattle)

• [So] United States turned to 
regional and bilateral free trade 
agreements (FTAs)

Trade Organizations & Globalization

•GATT - General Agreement on Tariffs and Trade

•WTO - World Trade Organization

• 1999 WTO 
Riots in Seattle



Trans-Pacific Partnership (w/o China)
Regional Comprehensive Economic Partnership

Australia, Brunei Darussalam, Canada, Chile, 
Japan,Malaysia, Mexico, New Zealand, Peru, 
Singapore, and Vietnam
o Comprehensive market access: to 
eliminate tariffs and other barriers to 
goods and services trade and investment, 
so as to create new opportunities for our 
workers and businesses and immediate 
benefits for our consumers.

• Chinese officials have long 
said that the TPP is a ploy 
to contain the middle kingdom’s rise (article in 
Chinese)—a kind of economic complement to 
America’s increased military presence in the region. 
Former US trade representative Susan Schwab, who 
initiated America’s participation in the talks in 2008, said 
“containing China” had nothing to do with the deal 
(pdf, p. 3) while other officials have said it’s really more 
of a matter of “constraining China” (pdf, p. 4).


