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Key Questions 

1. What are the findings of the Sec. 301 Report? 

2. More broadly, what is China doing in the economic field that is harming U.S. interests?  

3. How has the Trump Administration responded to its Section 301 investigation findings, 

and what does this tell us about its overall approach to China?  

4. How is China likely to respond, and how can the two sides put the relationship on a more 

sustainable footing?  

5. What are the implications for U.S. companies doing business in China?  

 

Section 301 investigated the following four allegations against China: 

1. China uses foreign ownership restrictions to require or pressure technology transfer 

from U.S. companies to Chinese entities. 

• USTR finding: Affirmative; very strong evidence exists.  

2. China imposes restrictions on and intervenes in U.S. firms’ investments and activities 

through restrictions on technology licensing terms. 

• USTR finding: Affirmative; strong evidence exists. 

3. China directs and facilitates the systematic investment in and acquisition of U.S. 

companies and assets to obtain cutting-edge technologies and IP per the Chinese 

government’s industrial policy. 

• USTR finding: Affirmative; strong evidence exists. 

4. China conducts and supports unauthorized intrusions into and theft from the 

computer networks of U.S. companies. 

• USTR finding: Affirmative; evidence exists. 

• Rationale behind the 301 investigation: the current international trade system and 

disciplinary mechanisms such as the WTO has not been working very well for the U.S. to 

defend its own interests.  

• It is unclear as to how broad the scope is, and the goal seems to be targeti ng at technology, 

not reciprocity across the board.  



 
  

Potential actions as set forth in the White House memorandum and beyond: 

1. Possible 25% tariffs 

• Tariffs will target Made in China 2025 industries (aerospace, information 

communication technology, and machinery). 

• The total amount of Chinese goods that could be hit by tariffs could total as 

much as $60 billion. 

2. WTO Dispute Settlement: 

• U.S. to bring a case to the WTO to address China’s discriminatory licensing 

practices, particularly with regard to the tech sector (element of a multilateral 

approach). 

• Timing of WTO case is unclear. 

3. Investment Restrictions: 

• The Treasury Department has 60 days to look into possible restrictions on 

Chinese investment into industries or technologies deemed sensitive to the 

United States. 

• Separate mandate / mechanism than CFIUS 

4. Willingness to use unilateral actions established 

5. USTR has also identified other potential targets for future actions  

  

Aside from asking China to reduce the trade deficit by at least $100 billion, the Administration 

has not put forward any specific actions that China could take to avoid either the tariffs or the 

investment restrictions. Peter Navarro (Director of the Office of Trade and Manufacturing 

Policy) has said that the tariffs are designed to compensate the United States for the economic 

harm that China’s restrictive policies have imposed on U.S. companies.   

  

New Approach to China by the Trump Administration 

1. China is not converging with international rules 

2. China is a strategic competitor of the United States 

3. Trump does not seem to attach great importance to the global trading systems and rules, 

and that countries are all seeking to maximize the interests of their own in the 

international system  



 
4. The traditional trade tool kit that the U.S. has is inadequate to address challenges that 

China raises. 

How is China likely to respond? 

Potential Collateral Damage 

1. Upsetting cooperation on DPRK and other important geopolitical issues; 

2. Undermining positive elements of the global trading system; 

3. Unleashing costly retaliation against American economic interests;  

4. Implementing measures against the Chinese that also inflict significant damage on the 

American economy; and 

5. Fueling broad, long-term and rivalry between the U.S. and China  

Three Possible Chinese Responses 

1. Impose retaliatory measures even tougher than the measures imposed by the U.S.  

2. Impose retaliatory measures somewhat softer than the measures imposed by the U.S.  

3. Impose retaliatory measures that match as closely as possible those imposed by the U.S. 

Maximizing Leverage, Minimizing Collateral Damage 

1. Plurilateral Approach 

• We will have much greater economic leverage and moral authority if we act jointly with 

EU, Japan, and other like-minded countries.  

• Joint action greatly decreases scope for Chinese retaliation. 

• Measured, Principled, and Fact-Based Explanation of Positions and Actions 

• Chinese (and other U.S. trading partners) will be less hostile and more measured in their 

response if we (as in the U.S.) provide clear indications regarding the scope of our intent 

and demonstrate why it is reasonable and necessary for us to insist on certain actions by 

China or else to take appropriate countervailing actions ourselves.  

Chinese are generally not moved by arguments based on economic theory unless supported by 

detailed and compelling empirical date. Arguments based on reciprocity (i.e. fairness) are more 

compelling, especially with implied threat to limit Chinese activities in the U.S.  

 

For U.S. businesses operating in China, companies should analyze their industrial policy tools 

and goals to assess how much they are likely to be affected by the 301 investigations and the 

potential responses on both sides that come afterwards.  


