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Thank you for this opportunity.  I would like to make some observaGons about US-China relaGons and 
the impact of bilateral tension on employment in the United States.      

US-China relaGons at the dawn of the Biden AdministraGon present us with a difficult conundrum.   

In his speech at the State Department on February 4, the President said that “Every acGon we take in our 
conduct abroad, we must take with American working families in mind.”  Full employment is a key goal 
of the AdministraGon.   

In the same speech, the President said, “We will confront China’s economic abuses; counter its 
aggressive, coercive acGon; to push back on China’s aQack on human rights, intellectual property and 
global governance.”   

There is an in-built tension between these two sets of foreign policy objecGves.  How is it that we 
confront China where we must; but sGll work to maximize economic employment for Americans? It will 
take deW diplomacy to accomplish both goals.  Another way to approach the quesGon is how do we 
bridge the economic and security divide in a manner that does not prejudice employment for American 
working families?    

Today, I would like to offer some 10 specific policy suggesGons on how to maximize employment in the 
US, by leveraging China’s growth, without compromising on any of our geopoliGcal or diplomaGc 
objecGves.   

But before proceeding, I have to offer a few big caveats.     

The first caveat is that the correlaGon of trade policies to specific outcomes in the labor market is weak.  
President Trump, for example, pursued a protecGonist trade policy and yet employment in the pre-
COVID period was strong.   President Trump was on track to add some 9 million jobs, mostly due to a 
combinaGon of loose fiscal and monetary policy, as well as de-regulaGon.   Trade policy does have an 
impact on employment – which we shall discuss - but it is relaGvely small, the tail being wagged by the 
dog.    

The second caveat is that future technological change will impact the US labor market in ways that are 
impossible to predict.  The future of autonomous driving, for example, will have a far larger effect on 
employment than trade policy.       

But, technological compeGGon is also a key element of US-China relaGons.  I will say more about China’s 
technology policies of “self-reliance and self-strengthening” in a bit, but let’s park that subject for the 
Gme being.   



The third caveat is that we cannot talk about US trade policy toward China in the abstract, without taking 
into account distorGons in China’s domesGc macro-economy.   

As Wen Jiabao said in 2007 that China’s economic growth was “unstable, unbalanced, uncoordinated 
and unsustainable “.  Premier Wen’s observaGon is probably as true now as it was when he said this – 
and that there are profound implicaGons for policy makers around the world.   

In summary, China’s household consumpGon is far too low, less than 40 percent of total GDP in 2020. 
This is in contrast to between 60 and 70 percent in the OECD countries.  From a comparaGve perspecGve, 
China hugely over-saves and over invests in oWen uneconomic infrastructure, at the expense of family 
consumpGon.  This drives over-capacity, overt-investment and (implicitly) subsidized exports – at the 
expense of both Chinese workers, consumers and China’s foreign trade partners.     

The good news is that the Chinese government recognizes the imbalance and has arGculated an 
intenGon to address the underlying issues.   

We should all watch the NaGonal People’s Congress in March when I expect we will learn more about the 
“dual circulaGon” policies and the State’s plan to expand consumpGon as a percentage of GDP.  Will 
these policies be effecGve in growing the middle class and raising consumpGon as a percentage of GDP?  
Will they be WTO compaGble?  What will the impact of the “dual circulaGon” policy be on China’s trading 
partners? 

The transiGon from an economy based on capital investment and net exports to one based on domesGc 
consumpGon will be a difficult and longer-term process for China.  China needs to move as much as 2 or 
3 percentage points of GDP from investment to consumpGon each year for 10 years if it is to escape from 
Wen Jiabao’s “unstable, unbalanced, uncoordinated and unsustainable” paradigm.   

So, having recognized the primacy of macroeconomic adjustments in China and the United States, let me 
move to trade policy.  Notwithstanding the importance of macro-economic adjustment and changing 
technology, trade policy will also conGnue to have a large impact on employment in the United States.   

Future economic historians will look back at the Trump AdministraGon with great interest for its many 
innovaGons in trade policy.  The last four years will provide a cornucopia of evidence on the costs and 
benefits of tariffs and other protecGonist policies.   

While we do not yet have the benefit of sufficient hindsight, I think that the evidence suggests that – 
despite what may have been best of intenGons – the tariffs and other trade wars of the Trump era had a 
very negaGve net impact on American employment.    

Yes, it is true that some jobs may have been created.  But we can be certain that many more jobs were 
lost as a result of the tariffs.   

If Ambassador Robert Lighthizer or Professor Peter Navarro were in the room they discuss the jobs in 
aluminum smelters and steel mills that they saved.  What they might not say is that each of the jobs in 
those industries were saved at the cost of USD 900,00 per job, according to Chad Braun of the Peterson 
InsGtute.   



In manufacturing, the hit to US employment has been direct, through decreased exports and indirect 
through declines in total factor producGvity and compeGGveness.  Let me give you a very specific 
example of a company that lost sales and market share due to the tariffs.   

A tool maker imported parts for tools from China, assembled them in the US and then sold the 
tools around the world.  When tariffs went up, many of their components hit by 25 percent 
tariffs and they could not find alternaGve suppliers at a good price.  Because they were 
manufacturing in the US with Chinese components, they had to raise prices and subsequently 
lost market share in the US market and abroad to compeGtors.  .   

This story is repeated ten thousand Gmes over across the US manufacturing sector.   

USCBC recently commissioned a study on this subject from Oxford Economics and the boQom line that 
we come up with is that, at its peak, approximately 245,000 American jobs were lost.     

So let me go through a few charts here to try to describe the industries and geographies where jobs have 
been lost due to Mr. Trump’s trade war.  The first chart is just a level set.  (SLIDE) It shows total US 
exports by category to China.  You will noGce that services are a very important part of the export mix to 
China, making up as much as 40 percent of our total exports – and they were growing rapidly.   

My second chart focuses on the manufacturing sector in both China and the United States and it shows 
the impact of the trade war on those various sectors in terms of Gross Value Added.  (SLIDE) I think that 
this chart demonstrates very well that Mr. Trump’s tariffs had their intended effect in China.  Chinese 
GVA in all of these industries declined.  But, in all cases, US GAV in the same industries also declined … 
someGmes more and someGmes less.  Both sides lost.   

My third chart shows the impact of the trade wars on employment from a regional perspecGve.  (Slide) It 
is not equal.  The underlying data is ONLY job losses or gains from US exports to China – and does not 
include total factor producGvity.  Nonetheless, it is instrucGve that those states that rely mostly on 
commodity producGon and manufacturing have been most badly hit by the trade policies.   

It is important to note that the excessive reliance on bilateral tariffs on our trading partners almost 
always will rebound on American farmers.  When other countries retaliate against the WTO-illegal use of 
tariffs by the United States, they retaliate by himng American farm exports – as this is where they will 
get the biggest poliGcal bang for the buck.   

While President Trump spent some USD 28 billion to compensate American farmers for their losses, the 
compensaGon has been unevenly distributed and could not nearly make up for the loss hard-earned 
market share and long-term prospects in China and elsewhere.   

Because of these subsidies, the unemployment effect of the tariffs on American farmers is very 
hard to calculate.  I heard of a small American dairy family in Wisconsin that had to sell his 80 
cows to a neighbor who had 800 cows.  The farmer then took a job as a long-distance truck 
driver.  While he was not technically unemployed, the composiGon of the labor market had 
changed.   

And then finally, to introduce the next part of my talk, I would share here data from Oxford Economics 
on the economic and employment impact of trade war de-escalaGon from 2022 to 2025.  (OEp19) The 
assumpGon underlying this graph is not total removal of tariffs – but rather a reducGon of bilateral tariffs 



from the current average rate  of 20 percent to a more moderate 12 percent.  This would lead to 145,000 
new jobs by 2025.   

So, with this data as background, let me move on to policy prescripGons.   

First, the US and China must reins:tute a forum to discuss the important macro-economic issues that 
will impact the well-being of the other.  There is an urgent need to establish a dialogue to understand – 
and perhaps shape – the macroeconomic decisions that will be made in China which will impact 
employment in the US.  Something like the S&ED should be re-established to provide technical support 
to assist China to adjust its economic model toward greater consumpGon as a percentage of GDP.  
AlternaGvely, we may consider more narrow technical dialogues around resolving specific problems.  
There are many difficult issues to discuss, including: 

- How to address the overcapacity 

- Improving the social safety net 

- Preparing for a rapidly aging society 

- The misallocaGon of capital to state owned enterprises and corporate governance. 

- Greater transparency for government subsidies   

- Abolishing the Huko system 

Another reason why we should have this discussion with the government of China is that we need to 
change the bilateral conversaGon from the protecGonism and containment of the Trump AdministraGon.  
We should move on to a more realisGc and pragmaGc conversaGon about ensuring that China’s rise is 
peaceful and not deleterious to China’s neighbors and trading partners.  How do we square a state and 
party run economic system within global system as envisioned by the WTO?  

These are big quesGons and there are no easy answers.  But talking is beQer than not talking.     

Second, we should maintain and fully implement the Phase One Deal.  Phase One has many criGcs. 
They note that the Chinese have met only approximately 60 percent of their purchase obligaGons under 
the deal in the first year.  (SLIDES)    

The Chinese government has said that they fully intend to meet their commitments under the deal, and I 
think that we should encourage them to do so.  USTR, DOC, DOE and DOA should iniGate negoGaGons to 
understand when and how the Chinese will meet this obligaGon.  If successful, this would lead to a 
significant increase in US exports and much-needed jobs over the 2021 calendar year.   

Perhaps even more important in the longer-term, the Chinese government has met its commitments 
under the deal to change Chinese market access policies to improve market access for American 
agriculture, and financial service firms as well as increase protecGons for intellectual property.  Much 
progress has been made in these areas and this progress should be protected. 

 The Phase One deal is in place only for another 12 months.  This leads me to my third recommendaGon.  

Third, we should urgently begin nego:a:ons on the Phase Two Agreement, to be completed prior to 
the expira:on of Phase One.  A target date for compleGon would be when President Biden and 
President Xi meet on the margins of the APEC meeGng in New Zealand which will be held November 10 - 
13.   



The issues that were not resolved in 2019 are state owned enterprises, subsidies, industrial technology 
policy and cyber.  While all of these issues are very difficult, the Chinese side has indicated that it is 
willing to discuss the problems.  The recent China- EU Comprehensive Agreement on Investment led to 
modest commitments on SOEs and Subsidies.   

We could build on these and reach back to the Bilateral Investment Treaty negoGaGons and ask the 
Chinese to bring forward the commitments made at that Gme.  One could also reach back to the Obama-
Xi cyber agreement and pick up those negoGaGons again.  While the negoGaGons will be difficult, it is 
possible to make incremental progress on all of these issues.   

The new AdministraGon might now wish to call this a Phase Two agreement.  Moreover, it could be 
succession of smaller agreements on specific topics.  But, we need to get some momentum in bilateral 
trade negoGaGons and, I believe that this is most likely, if we use the agreed-upon road map.     

Fourth, we should complete a Phase Two agreement by APEC in November and then get rid of the 
tariffs on both sides, but possibly retaining 2022 and 2023 purchase taregets 

We must recall that tariffs on goods going both ways across the Pacific are currently at an average of 
about 20 percent – and unless these are addressed – there is a danger that they may become 
permanent.  Tariffs tend to be easy to put up and sGcky to come down.  The longer they are up, the 
harder they are to bring down.   

Tariffs are both job killers and they have impoverished consumers in both China and the United States.  
The leverage that they have created should be used as quickly as possible to achieve the ends to which 
they were directed and then removed.  If these tariffs become permanent, they will distort US-China 
trade and investment – possibly in perpetuity, condemning us to an unstable bilateral relaGonship which 
can not ever be fully normalized.   

Our research suggests that if the tariffs were lowered to 12 percent – there would be a net gain of about 
145,000 jobs by 2025.  If the tariffs were fully removed – especially in concert with incremental 
improvement on the outstanding issues – these job gains would be much higher.   

FiMh, following comple:on of the Phase Two Nego:a:ons and elimina:on of tariffs  we should 
con:nue nego:a:ons with the Chinese using the CPTPP as a discussion framework. 

Let’s step back for one second.  It should be clear that the economic architecture of Asia is starkly 
different now compared to the situaGon four years ago.  The Chinese and their partners have 
successfully concluded the 15 country RCEP agreement.  The Chinese and the Europeans have 
successfully concluded a Comprehensive Agreement on Investment.  Belt and Road investments have 
further strengthened regional economic integraGon. China’s trade negoGators have been extremely busy. 

 And, finally, Premier Li and President Xi have both stated that China will consider entering the CPTPP.   
We should take them at their word.  As Chinese economists told me, it is the next logical step in China’s 
reform and opening program.  While China’s entry into CPTPP will certainly take Gme, one should not 
doubt their determinaGon or ability to do so.   

While it is not poliGcally feasible for USTR-designate Catherine Tai to consider joining the CPTPP in the 
near term, percepGons will change if the Chinese appear to be moving to join the group without us, 
parGcularly as we would be locked out of Asia - the world’s fastest growing markets - by our absence.   



To hedge against this risk, it makes sense for the world’s two largest economies to talk with each other in 
terms of the rules associated with an agreement that they may both – one day – join.  The CPTPP is 
largely based on US trade law and it closely complements the USMCA.   

I admit that this recommendaGon is longer-term.  I admit that we cannot clearly know the employment 
effects of joining CPTPP.  However, one needs a strategy to move forward and, in my view, talking with 
the Chinese in discussions structured around the CPTPP is in America’s long term economic interest.   

My next three recommendaGons are much more short term – and they lie outside the tradiGonal bounds 
of trade diplomacy – but they will have immediate quanGfiable benefits for American workers.    

Sixth, in prepara:on for the post COVID world, we should immediately remove offensive visa 
restric:ons and facilitate Chinese tourism to the United States.   

As you may recall from a previous slide, travel and tourism is the United States single largest export to 
China, worth as much as USD 30 billion a year prior to COVID 19.  The Trump AdministraGon put into 
place restricGons on 92 million CCP members and their families visiGng the United States.  These 
regulaGons are offensive, but completely unenforceable, and they should be abolished immediately.   

Travel and tourism is a very labor-intensive industry and conGnued expansion of our exports of these 
services to China would be especially beneficial to lower income Americans.   

There is no doubt that there is demand for these services and that conGnued expansion of this market is 
likely in the post-COVID era – if the US government will get out of the way.  Abolishing the visa 
restricGons on CCP members and their families would be a great start.   

Seventh, the Biden Administra:on should be clear that civilian Chinese students are welcome at 
American universi:es in all fields that are not directly related to na:onal security.   

EducaGon is roughly a USD 15 billion-dollar export market and Chinese students remain commiQed to 
studying in the United States, provided that they know that they are safe and welcome.  There are many 
compeGtors that wish to supplant us in this market and we must not be complacent.   

There have been excesses and inappropriate behavior by Chinese researchers at American insGtuGons.  
It is also clear that China’s Thousand Talents campaign is insufficiently transparent and induces 
researchers into relaGonships that may be improper.  But it is also true that our response to these 
excesses has led to unfair treatment of individual Chinese and Chinese American academics.     

Eighth, we should welcome Chinese investment in the United States in all industries and locali:es that 
do not have clear na:onal security implica:ons.   

When you look at US economic history, going back centuries, countries with a large trade surplus 
eventually invest in our markets to make products here.  This industrial migraGon is a good thing.  It 
helped to miGgate tensions with Japan in the 70s and Taiwan and Korea in the 80s and 90s.   

Today, we need more Chinese investment in the United States, parGcularly in areas that have high 
unemployment and suffer from chronic underdevelopment.   There is a huge demand in China to invest 
in the US mostly in industries that have no naGonal security implicaGons.  The US government should 
welcome such investment.  While Mayors and Governors want Chinese investment in their jurisdicGon, 
the Federal Government clearly does not.     (SLIDE)  



CFIUS and FIRRMA, our in-bound investment regulatory regimes, are necessary.  However, they have 
been applied in a manner that made it clear that the Federal Government wanted to reduce investment 
from China to as liQle as possible.  This is counterproducGve.  It hurts American workers.   

To be balanced, I have to note that the Chinese government also has been regulaGng outbound 
investment to the United States, and thus US policies are not the only impediment.   

Nonetheless, if we do not allow Chinese investment into the United States, we condemn ourselves to 
long-term economic imbalances with China and this is not a future to which we should aspire.   

Ninth, we need to address supply chain resiliency issues with incen:ves rather than trade distor:ng 
tariffs or other government-mandated barriers.   

As a result of COVID and a concern for potenGal shocks to our supply chain, it is reasonable to aspire to 
greater resilience and flexibility – to ensure the conGnued flow of criGcal goods in Gmes of emergency.  
However, the government should be extremely careful before using coercive tacGcs to re-shore 
manufacturing or force companies to produce in a parGcular place.   

Tariffs are an incredibly blunt instrument.  There are precious few cases that I am aware of where tariffs 
have incenGvized manufacturing investment in the United States. Yes, the tariffs have moved 
manufacturing from China to ASEAN countries.  But does that really help resilience?  Does it help 
employment in the United States?     

If the government wishes to induce companies to invest domesGcally, it should provide WTO compliant 
incenGves toward this end and allow companies to make the decision on what to buy where. 

Finally, it is impera:ve that we address the challenges of data, export controls and technology policy 
in a more comprehensive manner – preferably in alignment with Europe and Japan.   

In my view, technology is the most difficult and important element of the bilateral relaGonship, 
especially over the longer-term.   

There should be zero doubt that the Chinese also believe that technology self-reliance and self-
strengthening is a key naGonal objecGve.  It is unfortunate that the policies associated with technology 
self-reliance and self-strengthening are so oWen WTO illegal and outside of OECD norms.  In addiGon, the 
Chinese R&D establishment is too oWen plagued by waste, fraud and abuse.   

In addiGon to the trade policy problems associated tech in China, there is also the specter of Civil 
Military Fusion and the Chinese Intelligence Law, both of which cast a chilling light on any civilian 
technology cooperaGon with Chinese universiGes, insGtuGons, and academics.  China should reconsider 
these laws – which are complete outliers and not found in any other country of which I am aware.   

Without being naïve, I think that there is some degree to which internaGonal negoGaGons and beQer 
bureaucraGc hygiene could lead to China transiGoning from playing a predatory role in the global 
economic ecosystem to playing an integrated and trusted partnership role along with the world’s other 
great research countries.  It is in the interest of Chinese civilian insGtuGon to beQer integrate with global 
R&D norms, values and procedures.     

As this issue is so criGcal and mulG-dimensional, I believe that the establishment of a new office in the 
White House to coordinate global technology and data policy is necessary.  The office could coordinate 
with allies.  Further, the office could negoGate with the Chinese and others on the rules of the road for 



technology cooperaGon, the rules of the road for technology compeGGon and most importantly, 
mechanisms to enforce those rules.   

Technology is the most difficult issue in US-China relaGons and we need a focused, coordinated approach 
to this subject within the US government.   

Equally important, we need to work with our partners, friends and allies on these issues.  We should 
aspire to common standards on export controls, common standards on in-bound investment and, if 
possible, a common research and development agenda and budget.   

I highly commend the work done by UC San Diego and the Asia Society on this subject and I am sorry 
that I cannot do it jusGce aWer an already long talk.  But it is the central quesGon of the bilateral 
relaGonship and we need more study.   

Conclusion  

In conclusion, I have tried to outline here ten ideas that would help to grow employment in the United 
States over the short, medium and longer terms, without prejudicing our overall geopoliGcal and 
diplomaGc challenges with China.   

In an ideal world, one would be able to enumerate exactly the employment impact of each of these 
items in a complex and dynamic American labor market.   

While I think it is impossible to be precise about these numbers, I am confident that the ten policy 
recommendaGons I have made will lead to a much healthier American economy and job opportuniGes 
for American ciGzens.     

The United States and China have a complex security and economic relaGonship.  We must change the 
overall dynamic of the relaGonship to be more compeGGve and less confrontaGonal – mindful of both 
our security and economic needs, bridging these two worlds whenever possible.   

Thank you.  


