What a U.S.-China Decoupling Could Mean
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TAKEAWAYS FOR POLICYMAKERS
regarding the next phase of U.S.-China engagement:

Data analysis is critical
Costs of full decoupling are high

Addressing the challenges requires a broad spectrum of policies

U.S. must renew its value proposition to international partners
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As U.S.-China tensions continue to simmer, leaders across the United States have expressed
growing alarm about the intertwining of the world’s two largest economies. Indeed, as China’s
ambition to become a global technology powerhouse has grown—supported by the increasingly
coercive use of economic statecraft globally—its commitment to open-economy, market-based
norms has flagged in critical areas. It has never been more important for U.S. leaders to
understand both the fault lines and the benefits in the U.S. economic relationship with China.
That will prepare us to create the relationship with China we want—and can live with—in the
future.

Amid calls for economic “decoupling,” the Chamber released a new report this week outlining
the significant economic impacts of complete disengagement. “Understanding U.S.-China
Decoupling: Macro Trends and Industry Impacts” provides a data-based analysis to inform
decisions by the Biden administration as it charts a way forward on perhaps its most
consequential foreign policy priority.

What we’re saying: As Head of the International Affairs Division Myron Brilliant put it, “China
is perhaps the most difficult foreign policy challenge confronting President Biden. We cannot
ignore the economic challenges posed by China’s rising Statism, nor the growing national
security concerns. Yet, given the interconnectedness of our two economies and importance of the
Chinese market for U.S. companies, large and small, it is critical that policy decisions are
informed by the best data that weighs the costs and benefits of policy choices.”

Why it Matters: The costs of full decoupling would be uncomfortably high for American
companies and the U.S. economy. The imposition of 25% tariffs on bilateral trade could decrease
U.S. GDP by $190 billion by 2025. A 50% reduction in foreign direct investment (FDI) into



China could mean $25 billion less in capital gains. That’s not to mention losses tied to reduced
tourism, R&D spending, and increased competition for business innovators.

What we’re recommending:

Policymaking informed by data analysis. China policy requires economic impact
assessment, cost-benefit analysis, and a process of public debate and discovery.
Policies that reduce the costs to the U.S. economy while protecting our security—
mitigation, diversification, even simple transparency with Beijing—deserve careful
consideration.

A broader spectrum of U.S. policies to address the China challenge. Promoting
domestic innovation and technology, and preserving the rules-based, open market order
among like-minded economies are key to U.S. success. Government has a greater role to
play, but one that must have guardrails and ensure the continued vitality of our market-
based system.

Renewing the U.S. value proposition to our international partners. No nation can
address the China challenge alone, especially when it comes to sustaining technology
leadership. A plurilateral approach is essential to reducing U.S. economic costs and
preventing the erosion of U.S. comparative advantage that would occur if decoupling
policies are implemented unilaterally.

Learn More:

The report also delves into the impact of decoupling on four industries critical to U.S.
national security — aviation, semiconductors, chemicals and medical devices. You can
hear experts discussing these impacts, and the costs for the broader economy, at our
launch event for the report.

Watch the launch event for the report.

—Charles Freeman, Senior Vice President for Asia, U.S. Chamber of Commerce


http://click.uschamber.com/?qs=a0bd97609e7063bcb8450af29defc641a30449704ef7b697301efd38103e12ac32fa8774e2f0039a3d4739fcedf77dbc3b3903f7d48fae91c9aa02310acf1e0f
http://click.uschamber.com/?qs=a0bd97609e7063bca1f53f04704e688265728b1efd0f49772b030eb1e772b46f4408c394330bad400b602309bd431191c7681586f984287aa25d69aa3e2b7c06
http://click.uschamber.com/?qs=a0bd97609e7063bcaa9823dab0118591e4c6097876043223683b43e8704e7b25d9bbb40961842d7a8662948b4df5acd8f87a80ae9f745e0b923488836e52512c
http://click.uschamber.com/?qs=a0bd97609e7063bc6eded90697398fc29944674f125350092a7ec7a0843b2137c252935ee5be25bdbc76aec5b5227dfaebea024db0446e0d0604214f776de444
http://click.uschamber.com/?qs=a0bd97609e7063bca25d9a003add252f2a4ea0d5e2683ab170da1ca86ac9d647a84a73f693300c474241d4cdc7aae07e194d1438940edb912721e12a27d0339c
http://click.uschamber.com/?qs=a0bd97609e7063bc87af80050e0be57ec5d88e8a87a357af0765d03c946e2181273db2e17a45908c3221793d4fea49bc7559c172a2c2f19156cb44e7ee799058

