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Abstract:

United States maintains a broad spectrum of economic sanctions against China ranging from export controls to prohibitions
on certain imports. Our study finds that, although from a macroeconomic perspective, U.S. sanctions have had no
significant adverse effect on China’s overall economic growth and trade between the two countries, they do have a negative
impact on individual firms and consumers in both countries. U.S. economic sanctions have hindered technology transfer to
China and U.S. investment in China. U.S. restrictions on imports from China have caused deadweight losses for the U.S.
due to higher domestic production costs for import substitutes and a reduction in consumption. U.S. export controls have
hindered U.S. exports to China and contributed to large U.S trade deficits with China. The export controls have also caused
losses of high-paid jobs in the United States and benefited competitors from other countries. In addition, U.S. economic
sanctions against China have had significant third-party effects. China’s diversification of imports to sources other than the
United States may have a long-term effect on U.S. exports to China even after U.S. economic sanctions against China are
lifted.

This paper is a part of an on-going and broader study of economic sanctions incorporating the philosophy of sanctions; an
aggregate study with the gravity model, three detailed case analyses of China, Cuba and Iran; and a number of surveys on
US perspectives, sanctioned country perspectives and the perspectives of third countries.
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Table 4
U.S.-China Trade Balance as Reported by the U.S. and China
(Million dollars)
As Reported by China As Reported by US
Year Export Import Us Export Import US
To US From US Trade Balance To China From China | Trade Balance
1985 2,336.2 5,198.7 2,862.5 3,855.7 3,861.7 -6.0
1986 2,632.7 4,718.2 2,085.5 3,106.2 4,770.9 -1,664.7
1987 3,030.4 4,835.6 1,805.2 3,497.3 6,293.5 -2,796.2
1988 3,398.7 6,633.0 3,234.3 5,021.4 8,510.9 -3,489.5
1989 4,413.6 7,863.6 3,450.0 5,755.4 11,989.9 -6,234.5
1990 5,313.9 6,591.0 1,277.1 4,806.4 15,237.3 -10,430.9
1991 6,198.0 8,010.3 1,812.3 6,278.3 18,969.0 -12,690.7
1992 8,598.8 8,902.7 303.9 7,418.4 25,727.6 -18,309.2
1993 16,976.5 10,632.8 -6,343.7 8,762.8 31,539.9 -22,777.1
1994 21,4214 13,976.7 -7,444.7 9,281.8 38,786.7 -29,504.9
1995 24,743.9 16,123.2 -8,620.7 11,753.6 45,543.2 -33,789.6
1996 26,730.6 16,178.9 -10,551.7 11,992.6 51,512.6 -39,520.0
1997 32,743.9 16,289.8 -16,454.1 12,862.3 62,557.6 -49,695.3
1998 38,000.6 16,997.3 -21,003.3 14,241.3 71,168.7 -56,927.4
1999 42,003.1 19,488.7 -22,514.4 13,111.0 81,788.2 -68,677.2
2000 52,161.7 22,374.6 -29,787.1 16,185.3 100,018.4 -83,833.1
2001 19,234.8 102,280.5 -83,045.7

Source: IMF, Direction of Trade Statistics, March 2002.
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U.S. FDI in Mainland China and U.S. Share

Table 5

(Amount in million dollars)

Total FDI in China

U.S. FDI in China

Number  Value of Actual New Contracts New Contracts Actlfa.l FDI
Year of New New  FDI Utilized

Contracts Contracts Utilized Number Share Value Share Value Share
1979-82 922 4,608 1,771 21 2.28% 281  6.10% 13 0.73%
1983 470 1,731 916 25 5.32% 470 27.15% 5 0.55%
1984 1,856 2,650 1,419 62 3.34% 165 6.23% 256 18.04%
1985 3,073 5,931 1,956 100 3.25% 1,152 19.42% 357 18.25%
1986 1,498 2,834 1,875 102 6.81% 527 18.60% 315 16.80%
1987 2,233 3,709 2,647 104 4.66% 342 9.22% 263  9.94%
1988 5,945 5,297 3,194 269 4.52% 370 6.99% 236 7.39%
1989 5,779 5,600 3,774 276 4.78% 641 11.45% 284  7.53%
1990 7,273 6,596 3,487 357 4.91% 358  5.43% 456 13.08%
1991 12,978 11,977 4,366 694 5.35% 548  4.58% 323 7.40%
1992 48,764 58,124 11,008 3,265 6.70% 3,121 537% 511 4.64%
1993 83,437 111,437 27,515 6,750 8.09% 6,813 6.11% 2,063 7.50%
1994 47,549 82,680 33,767 4,223 8.88% 6,010 7.27% 2491 7.38%
1995 37,011 91,282 37,521 3,474 9.39% 7471  8.18% 3,083 8.22%
1996 24,556 73,276 41,726 2,517  10.25% 6,915 9.44% 3,444 8.25%
1997 21,001 51,004 45,257 2,188  10.42% 4940 9.69% 3,240 7.16%
1998 19,799 52,102 45,463 2,238 11.30% 3,898 7.48% 6,484 14.26%
1999 16918 41,223 40,319 2,028  11.99% 4,200 10.19% 6,000 14.88%
2000 22,347 62,380 40,715 2,609 11.67% 8,001 12.83% 4,384 10.77%
2001 26,150 69,120 46,842 2,594 9.92% 7,505 10.86% 4,858 10.37%

Source: China National Bureau of Statistics, China Statistics Yearbook, various issues.
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Table 6

Major Sources of External Direct Investment in Mainland China: 1999

(Value in million dollars)

Source Number of Value of Average Actual FDI

New Contracts New Contracts Contract Size Utilized
Hong Kong 5,902 13,330 2.26 16,360
U.S. 2,028 6,020 2.97 4,220
Japan 1,167 2,590 2.22 2,970
The virgin islands 495 3,490 7.05 2,660
Singapore 503 2,260 4.49 2,640
Taiwan 2,499 3,370 1.35 2,600
Germany 196 940 4.80 1,370
South Korean 1,547 1,480 0.96 1,270
UK. 230 1,090 4.74 1,040
France 110 470 4.27 880

Source: China National Bureau of Statistics, China Statistic Yearbook 1999.

The GW Center for the Study of Globalization

Occasional Paper Series



U.S. Economic Sanctions Against China: Who Gets Hurt? 26

Table 7
U.S. Direct Investment Position Abroad on a Historical-Cost Basis: Industry Distribution, 2000
(Amounts in million dollars)

Latin America
. All countries China and Other Asia and | European
Industries Canada . h
Western Pacific Union
Hemisphere
Value Share | Value Share
All destinations 1,244,654 100.00% 9,577 100.00% | 126,421 239,388 199,599 573,416
Petroleum 105,486 8.48% 1,846 19.28% 18,018 9,084 29,736 26,051
Manufacturing 343,992 27.64% 5,663 59.13% 50,425 50,696 60,710 168,648
Food and kindred
products 36,840 2.96% 181 1.89% 4,445 10,595 4,117 15,594
Chemicals and
allied products 86,081 6.92% 245 2.56% 8,929 10,616 10,314 52,605
Primary and
fabricated metals 18,713 1.50% 183 1.91% 3,630 3,304 1,623 9,385
Industrial
machinery and
equipment 42,523 3.42% 931 9.72% 3,447 3,361 11,111 23,141
Electronic and
other electric
equipment 43,441 3.49% 3,208 33.50% 3,271 1,987 18,189 17,490
Transportation
equipment 41,099 3.30% 147 1.53% 12,707 7,683 4,496 15,497
Other
manufacturing 75,294 6.05% 768 8.02% 13,996 13,150 10,861 34,936
Wholesale trade 88,090 7.08% 362 3.78% 9,834 9,076 17,744 34,365
Depository
institutions 37,155 2.99% 78 0.81% 1,999 -1,639 11,578 18,083
Finance (except
depository
institutions),
insurance and real
estate 497,267 39.95% 740 7.73% 29,125 140,655 51,439 239,523
Services 79,857 6.42% 295 3.08% 8,297 7,301 13,638 47,243
Other industries 92,809 7.46% 594 6.20% 8,724 24,215 14,755 39,504

Source: U.S. Department of Commerce, Bureau of Economic Analysis, International Investment Data.
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Table 8

U.S. Direct Investment Abroad: Country Detail for Capital Outflows
(Amount in Millions of Dollars)

Destination Amount Share|Destination Amount Share|Destination Amount Share
All countries, all
industries 141,203 100.00% Argentina -264 -0.19%| South Africa 22 0.02%
Canada 20,023 14.18% Brazil 487 0.34%| Other 337 0.24%
Chile 1,434 1.02%
Europe 68,243 48.33% Colombia 173 0.12%]|Middle East 1,019  0.72%
0.00% Ecuador -70 -0.05%| Israel 195  0.14%
Austria =754 -0.53% Peru 153 0.11%| Saudi Arabia 60  0.04%
Belgium 537  0.38% Venezuela 1,020 0.72%| United Arab Emirates 175 0.12%
Denmark -468 -0.33% Other 340 0.24%| Other 588  0.42%
Finland 120 0.08%
France 2,373 1.68%| Central America 18,090 12.81%|Asia and Pacific 19,561 13.85%
Costa Rica 162 0.11%| Australia -46  -0.03%
Germany 11,964 8.47% Guatemala -268 -0.19%| China 1,481 1.05%
Greece 41  0.03% Honduras 69 0.05%| Hong Kong 2,888  2.05%
Ireland 444 0.31% Mexico 17,505 12.40%| India 338  0.24%
Italy 2,836 2.01% Panama 682 0.48%| Indonesia 735 0.52%
Luxembourg 3,296 2.33% Other -60 -0.04%| Japan 7,212 5.11%
Netherlands 13,102  9.28% Korea, Republic of 1,067 0.76%
Other Western
Hemisphere 10,180 7.21%| Malaysia 300  0.21%
Norway 623  0.44% Bahamas -140 -0.10%| New Zealand 143 0.10%
Portugal 152 0.11% Barbados 728 0.52%| Philippines 50  0.04%
Spain 1,078  0.76% Bermuda 6,819 4.83%| Singapore 3,506 2.48%
Dominican
Sweden 1,144  0.81% Republic 149 0.11%| Taiwan 840  0.59%
Switzerland 5,674  4.02% Jamaica 86 0.06%| Thailand 1,154  0.82%
Netherlands
Turkey -29  -0.02% Antilles 128 0.09%| Other -108  -0.08%
United Trinidad and
Kingdom 23,523  16.66% Tobago 205 0.15%
U.K. Islands,
Other 2,588  1.83% Caribbean 1,906 1.35%|International/1/ -482  -0.34%
Other 299 0.21%
Latin America
and Other Addenda:
Western
Hemisphere 31,544 22.34%|Africa 1,295 0.92%| Eastern Europe/2/ 2,287  1.62%
European Union
Egypt 654 0.46%| (15)/3/ 59,387 42.06%
South
America 3,273 2.32%| Nigeria 281 0.20%| OPEC/4/ 3,220  2.28%
Notes:
1. "International" consists of affiliates that have operations spanning more than one country and that are engaged in petroleum
shipping, other water transportation, or offshore oil and gas drilling.
2. "Eastern Europe" comprises Albania, Armenia, Azerbaijan, Belarus, Bulgaria, Czech Republic, Estonia, Georgia, Hungary,

Kazakhstan, Latvia, Lithuania, Moldova, Poland, Romania, Russia, Slovakia, Tajikistan, Turkmenistan, Ukraine, and Uzbekistan.

3. The European Union (12) comprises Belgium, Denmark, France, Germany, Greece, Ireland, Italy, Luxembourg, Netherlands,

Portugal, Spain, and the United Kingdom. The European Union (15) comprises the European Union (12) and the three countries--
Austria, Finland, and Sweden—that joined the Union in 1995.

The GW Center for the Study of Globalization

Occasional Paper Series



U.S. Economic Sanctions Against China: Who Gets Hurt? 28

4. Beginning with 1995, OPEC (Organization of Petroleum Exporting Countries) comprises Algeria, Indonesia, Iran, Iraq, Kuwait,
Libya, Nigeria, Qatar, Saudi Arabia, the United Arab Emirates, and Venezuela. Prior to 1995, Gabon was also a member.

Source: U.S. Department of Commerce, Bureau of Economic Analysis, International Investment Data
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Table 9

U.S. Direct Investment Position Abroad on a Historical-Cost Basis, 2000
(Amount in millions of dollars)

Destination Amount Share |Destination Amount Share |[Destination Amount Share
All countries 1,244,654 100.00% Argentina 14,489 1.16% | South Africa 2,826 0.23%
Brazil 35,560  2.86% | Other 8,969 0.72%
Canada 126,421  10.16% Chile 10,846  0.87%
Colombia 4,423  0.36% |Middle East 11,851 0.95%
Europe 648,731  52.12% Ecuador 838  0.07% | Israel 3,426 0.28%
Peru 3,317  0.27% | Saudi Arabia 4,784 0.38%
Austria 3,676 0.30% Venezuela 8,423  0.68% | United Arab Emirates 573 0.05%
Belgium 16,409 1.32% Other 1,456 0.12% | Other 3,069 0.25%
Denmark 5,618 0.45%
Central
Finland 1,279 0.10% | America 74,754 6.01% |Asia and Pacific 199,599 16.04%
France 39,087 3.14% Costa Rica 1,983 0.16% | Australia 35,324 2.84%
Guatemala 904 0.07% | China 9,577 0.77%
Germany 53,610 4.31% Honduras 115 0.01% | Hong Kong 23,308 1.87%
Greece 672 0.05% Mexico 35,414  2.85% | India 1,258 0.10%
Ireland 33,369 2.68% Panama 35,407 2.84% | Indonesia 11,605 0.93%
Italy 23,622 1.90% Other 931 0.07% | Japan 55,606 4.47%
Luxembourg 19,470 1.56% Korea, Republic of 9,432 0.76%
Other Western
Netherlands 115,506 9.28% | Hemisphere 85,280  6.85% | Malaysia 5,995 0.48%
Bahamas 668 0.05% | New Zealand 5,340 0.43%
Norway 6,303 0.51% Barbados 1,227 0.10% | Philippines 2,910 0.23%
Portugal 1,784 0.14% Bermuda 54,114  4.35% | Singapore 23,245 1.87%
Dominican
Spain 14,561 1.17% Republic 1,126 0.09% | Taiwan 7,737 0.62%
Sweden 11,371 0.91% Jamaica 2,596 0.21% | Thailand 7,124 0.57%
Netherlands
Switzerland 54,873 4.41% Antilles 3,725 0.30% | Other 1,138 0.09%
Trinidad and
Turkey 1,378 0.11% Tobago 1,331 0.11%
UK Islands,
United Kingdom 233,384  18.75% Caribbean 20,165 1.62% |International 1 2,851 0.23%
Other 12,760 1.03% Other 329 0.03%
Addenda:
Latin America and 239,388  19.23% [Africa 15,813 1.27% | Eastern Europe 2 11,009 0.88%
Other Western European Union (15)
Hemisphere Egypt 2,735 022% | 3 573,416 46.07%
South America 79,354 6.38% | Nigeria 1,283  0.10% | OPEC4 32,401 2.60%

Source:  U.S. Department of Commerce, Bureau of Economic Analysis, International Investment Data.
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Table 10

Major Suppliers of China’s Imports
(Amounts in millions of dollars)

Year IMPORTS FROM IMPORTS FROM IMPORTS FROM IMPORTS FROM | Sub-Total [ IMPORTS FROM
HK EU JAPAN usS Shares WORLD
1980 569.8  2.92% | 3,072.6 15.75% 5,168.9 26.50% | 3,830.2 19.64% 64.81% 19,505.0
1981 1,236.3  5.72% | 3,129.9 14.47% 6,183.0 28.58% | 4,682.4  21.65% 70.42% 21,630.5
1982 1,3142  6.95% | 2,340.6 12.37% 3,901.7 20.62% | 4,304.6  22.75% 62.69% 18,920.4
1983 1,709.8  8.02% | 3,654.5 17.15% 5,495.2 25.78% | 2,753.0 12.92% 63.87% 21,312.6
1984 2,830.2 10.90% | 3,716.0 14.32% 8,056.9 31.04%| 3,837.1 14.78% 71.05% 25,9533
1985 4,762.1 11.21% | 6,699.3 15.77% | 15,178.4 35.73%| 5,198.7 12.24% 74.95% 42,479.9
1986 5,572.0 12.88% | 8,472.9 19.59% | 12,463.2 28.82% | 4,718.2 10.91% 72.20% 43,247.4
1987 8,437.0 19.52% | 8,026.0 18.57% | 10,087.2 23.34% | 4,835.6 11.19% 72.61% 43,2222
1988 12,004.7 21.69% | 8,860.9 16.01% | 11,062.1 19.99%| 6,633.0 11.98% 69.66% 55,351.7
1989 12,5404 21.20% | 9,784.8 16.55% | 10,533.9 17.81%| 7,863.6 13.30% 68.86% 59,140.1
1990 14,565.0 27.07% | 9,146.5 17.00% 7,655.9 14.23%| 6,591.0 12.25% 70.54% 53,809.4
1991 17,5433 27.47% | 9,296.8 14.55% | 10,031.7 15.71%| 8,010.3 12.54% 70.27% 63,874.9
1992 20,538.7 25.09% | 10,862.9 13.27% | 13,685.6 16.72% | 8,902.7 10.87% 65.95% 81,870.8
1993 10,501.1 10.13% | 15,738.5 15.19% | 23,302.5 22.49% | 10,632.8 10.26% 58.07% 103,622.0
1994 9,487.8  8.20% | 18,604.2 16.08% | 26,318.9 22.75% | 13,976.7 12.08% 59.11% 115,705.0
1995 8,599.0 6.51% | 21,3133 16.13% | 29,007.3 21.95% | 16,123.2 12.20% 56.78% 132,163.0
1996 7,839.0  5.64% | 19,882.5 1431% | 29,190.2 21.01% | 16,178.9 11.64% 52.60% 138,949.0
1997 6,997.3  4.92% | 19,204.5 13.51% | 28,989.6 20.39% | 16,289.8 11.46% 50.28% 142,163.0
1998 6,066.7  4.75% | 20,730.7 14.77% | 28,306.8 20.16% | 16,997.3 12.11% 51.79% 140,385.0
1999 6,892.4  4.16% | 25,466.1 15.37% | 33,768.2 20.38% | 19,488.7 11.76% 51.66% 165,718.0
2000 9,429.2  4.19% | 30,846.7 13.70% | 41,511.8 18.44% | 22,374.6 9.94% 46.27% 225,096.0

Source:  IMF, Direction of Trade Statistics Yearbook 2001.
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Table 11

China’s Top Trade Partners, 2000
(Amount in millions of dollars)

Export Import

Rank  Destination Amount Share Rank  Source Amount Share
1 UNITED STATES 52,161.7 20.93% 1 JAPAN 41,511.8 16.66%
2 HONG KONG 44,519.8 17.87% 2 KOREA 23,207.3 9.31%
3 JAPAN 41,654.0 16.72% 3 UNITED STATES 22,374.6 8.98%
4 KOREA 11,292.5 4.53% 4 GERMANY 10,408.8 4.18%
5 GERMANY 9,278.1 3.72% 5 HONG KONG 9,429.2 3.78%
6 NETHERLANDS 6,687.2 2.68% 6 RUSSIA 5,769.9 2.32%
7 UNITED KINGDOM 6,310.2 2.53% 7 MALAYSIA 5,480.0 2.20%
8 SINGAPORE 5,761.3 2.31% 8 SINGAPORE 5,059.7 2.03%
9 ITALY 3,802.3 1.53% 9 AUSTRALIA 5,024.1 2.02%
10 FRANCE 3,714.6 1.49% 10 INDONESIA 4,402.0 1.77%
11 AUSTRALIA 3,428.9 1.38% 11 THAILAND 4,380.8 1.76%
12 CANADA 3,158.0 1.27% 12 FRANCE 3,951.5 1.59%
13 INDONESIA 3,061.9 1.23% 13 CANADA 3,751.1 1.51%
14 MALAYSIA 2,565.0 1.03% 14 UNITED KINGDOM 3,592.5 1.44%
15 BELGIUM 2,300.8 0.92% 15 OMAN 3,261.8 1.31%
EUROPEAN UNION 38,230.3 15.34% EUROPEAN UNION 30,846.7 12.38%
WORLD 249,195.0 100.00% WORLD 225,096.0 90.33%

Source: IMF, Direction of Trade Statistics Yearbook 2001.
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Table 12

Major Destinations of China’s Exports
(Amounts in millions of dollars)

Year EXPORTS TO EXPORTS TO EXPORTS TO EXPORTS TO Sub-Total EéP_l(%{ T

HK EU JAPAN [N Shares WORLD
1980 4,353.2 24.00% 2,490.5 13.73% 4,032.2 22.23% 982.6 5.42% 6537% | 18,139.2
1981 5,262.7 24.51% 2,682.4 12.49% 4,746.6 22.10% 1,505.1 7.01% 66.11% | 21,4759
1982 5,180.6 23.69% 2,268.9 10.38% 4,806.4 21.98% 1,764.7 8.07% 64.12% | 21,864.9
1983 5,796.7 26.23% 2,601.8 11.78% 4,517.0 20.44% 1,713.0  7.75% 66.20% | 22,095.8
1984 6,586.1 26.53% 2,330.2  9.39% 5,155.0 20.77% 2,312.5 9.32% 66.00% | 24,824.2
1985 7,148.1 26.16% 2,383.8 8.72% 6,091.4 22.29% 2,336.2 8.55% 65.72% | 27,3293
1986 9,776.3 31.17% 4,141.1 13.20% 5,078.6 16.19% 2,632.7 8.39% 68.95% | 31,366.7
1987 13,764.2 34.88% 4,101.7 10.39% 6,391.8 16.20% 3,030.4 7.68% 69.15% | 39,464.2
1988 18,239.2 38.27% 4,977.5 10.44% 8,046.4 16.88% 3,398.7 7.13% 72.72% | 47,662.8
1989 21,9159 41.42% 5,113.7 9.66% 8,394.7 15.86% 4,413.6 8.34% 75.29% | 52,913.8
1990 27,162.6 43.28% 6,275.1 10.00% 9,210.4 14.68% 5,313.9 8.47% 76.42% | 62,759.8
1991 32,137.6 44.66% 7,127.4  9.90% 10,251.8 14.25% 6,198.0 8.61% 77.42% | 71,965.9
1992 37,5113 43.81% 8,004.1 9.35% 11,699.3 13.66% 8,598.8 10.04% 76.87% | 85,620.1
1993 22,067.5 24.07% 12,257.7 13.37% 15,7823 17.21% 16,976.5 18.51% 73.16% | 91,692.8
1994 32,365.4 26.78% 15,418.0 12.76% 21,489.8 17.78% 21,421.4 17.72% 75.04% | 120,865.0
1995 36,003.5 24.17% 19,258.2 12.93% 28,466.4 19.11% 24,743.9 16.61% 72.82% | 148,955.0
1996 32,904.0 21.77% 19,868.1 13.14% 30,888.3 20.43% 26,730.6 17.68% 73.03% | 151,165.0
1997 43,798.4 23.94% 23,870.8 13.05% 31,819.8 17.40% 32,743.9 17.90% 72.29% | 182,917.0
1998 38,782.2 21.11% 28,161.9 15.33% 29,718.1 16.17% 38,000.6 20.68% 73.29% | 183,744.0
1999 36,890.6 18.92% 30,244.8 15.52% 32,399.1 16.62% 42,003.1 21.55% 72.61% | 194,931.0
2000 44,519.8 17.87% 38,230.3 15.34% 41,654.0 16.72% 52,161.7 20.93% 70.85% | 249,195.0

Source:  IMF, Direction of Trade Statistics Yearbook 2001.
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