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EXECUTIVE SUMMARY

Chapter 1: U.S.-China Global Competition
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Section 2: The China Model: Return of the Middle Kingdom
The CCP sees itself as engaged in a systemic struggle with the 

United States and other democratic countries over the future of the 
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	• In some cases, Beijing bypasses the existing system by creating 
alternative international institutions it can in�uence from the 
start. Where possible, it excludes the United States and Europe-
an powers from these institutions, and in some cases the United 
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process. Beijing also relies on the assistance of African partners 
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Section 2: Vulnerabilities in China’s Financial System and 
Risks for the United States

In 2020, the Chinese government leaned on state control to con-
tain the economic fallout of the COVID-19 pandemic, instructing 
banks to lend to companies hard hit by the virus and deploying the 
country’s �nancial system to absorb the pandemic’s shocks. While 
Beijing’s response has enabled a rapid recovery in China’s econo-
my, it has done so by fortifying the role of the state in managing 
economic activity and promoting policies similar to those that have 
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complex ownership structures, deprive U.S. investors of both full 
transparency and the opportunity for legal redress in cases of 
accounting fraud, eroding the integrity of U.S. capital markets.

	• The COVID-19 pandemic has exacerbated key risks in China’s 
already strained �nancial system. Although a full accounting 
of economic damage is still underway, China’s �rst economic 
contraction in four decades will make it more dif�cult to tack-
le the country’s debt burden, resolve nonperforming loans, and 
ef�ciently allocate capital.

	• Beijing’s imposition of the national security law in Hong Kong 
has accelerated the territory’s assimilation into China’s nation-
al governance system, which could erode its status as a global 
�nancial hub. As the Chinese government calibrates �nancial 
opening, it may lean more on Hong Kong to raise foreign capital 
and serve Chinese companies and continue to rely on the terri-
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tion-sharing in the early stages of the COVID-19 outbreak. Beijing’s 
unwillingness to cooperate or share information with foreign gov-
ernments and international organizations further obstructed efforts 
to contain what was initially a localized outbreak. The widespread 
loss of human life and economic devastation in the wake of the 
COVID-19 pandemic has vividly exposed the shortcomings in Chi-
na’s epidemiological preparedness and demonstrated the worldwide 
rami�cations of the CCP’s policy priorities.

Key Findings
	• Longstanding problems in China’s public health system, in-
cluding funding shortfalls and bureaucratic weaknesses, have 
undermined the country’s epidemiological preparedness. These 
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	• China’s policymakers are making major efforts to improve the 
quality and affordability of healthcare, prioritizing innovation in 
technologies and treatments to manage rising chronic disease. 
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at home and abroad. Meanwhile, CCP leaders took new steps to 
silence criticism of the Party and demand praise for its actions 
both among the Chinese populace and in foreign countries.

	• General Secretary Xi continued to emphasize the military di-
mension of U.S.-China competition, instructing the PLA for a 
second year to prepare for a potential military con�ict with a 
“powerful enemy adversary”—a phrase used by the CCP to refer 





16

will focus on consolidating the capabilities that would enable it 
to conduct large-scale military operations around its maritime 
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the international community. Leveraging its robust supply of medi-
cal expertise and personal protective equipment, Taipei launched a 
global assistance campaign and formed research partnerships with 
the United States and European Union to develop treatments for 
COVID-19.

Taipei underlined its commitment to limiting its vulnerability to 
Beijing’s coercion by reinvigorating efforts to diversify supply chains 
away from the Mainland and removing barriers to expanded eco-
nomic ties with the United States. Through an array of investment 
incentives targeting Taiwan and multinational �rms, Taipei moved 
to fortify its position in technology supply chains and demonstrated 
how it can serve as a valuable partner in securing them. President 
Tsai’s politically fraught decision to lift restrictions on U.S. meat 
imports further demonstrated Taiwan’s dedication to b eueduceting -
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	• The U.S. government demonstrated its support for Taiwan 
through multiple avenues of engagement in late 2019 and 2020. 
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cluding nearly every major U.S. �nancial �rm, have of�ces in Hong 
Kong. Beyond the commercial considerations, approximately 85,000 
U.S. citizens are Hong Kong residents. In 2018, 1.3 million U.S. 
visitors traveled to Hong Kong, while an estimated 127,000 Hong 
Kong residents came to the United States. The swift imposition of 
the national security law may have fundamentally undermined the 
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	• Produce annual reports to Congress on the status of technical 
standards issues and thei0fpactss oU.S. nationicasecurityal þ �	
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	• Acceptance of a government scholarship that requires recip-
ients to study speci�c strategic scienti�c and technological 
�elds, to return to the foreign country for a government work 
requirement after the scholarship term ends, or /5littras ( )0.5coip-
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The CCP’s actions in Hong Kong show the Party’s lack of toler -
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CHAPTER 1

U.S.-CHINA GLOBAL COMPETITION

SECTION 1: A GLOBAL CONTEST FOR POWER 
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	• Congress amend the Immigration and Nationality Act to 
clarify that association with a foreign government’s tech-
nology transfer programs may be considered grounds to 
deny a nonimmigrant visa if the foreign government in 
question is deemed a strategic competitor of the Unit-
ed States, or if the applicant has engaged in violations of 
U.S. laws relating to espionage, sabotage, or export controls.  
Association with a foreign government’s technology transfer 
programs can include any of the following:
	�|



35na cooperation during the most intense period of the Sino-Soviet 
the ruling CCP, which regards the liberal democratic values cham-
pioned by the United States as a fundamental impediment to its 
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jing perceived additional opportunities to build its strength after 
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openly about Beijing’s authority to “lead” revisions to the global gov-
ernance system, reorganized as a Sinocentric “community of com-
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es between the United States and its most important allies and 
partners.* It also seeks to use international organizations, and par -

https://www.uscc.gov/files/001166
https://www.uscc.gov/files/001166
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ties with Japan and India. 41 In contrast, since General Secretary 
Xi’s ascent to power, China has steadily increased military pressure 
on both countries, leading to a signi�cant deterioration in Sino-Jap-
anese and Sino-Indian ties. (For more on China’s increasingly con-
frontational approach to Japan and India, see Chapter 3, Section 1, 
“Year in Review: Security, Politics, and Foreign Affairs.”)

China has viewed the UN as another key diplomatic forum to 
compete with the United States and diminish the in�uence of U.S. 
norms and values. In testimony before the Commission, Kristine 
Lee, associate fellow at the Center for a New American Security, 
argued Beijing has devoted “considerable resources” to presenting 
itself as a “nimbler, more dynamic, and more reliable alternative” 
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perception of the ideological threat from the United States has not 
fundamentally changed since the establishment of U.S.-China diplo-
matic ties in 1979. Even during periods when bilateral trade and in-
vestment and cultural, educational, and scienti�c exchanges expand-
ed to unprecedented levels, Chinese leaders were not shaken from 
their belief in Washington’s commitment to regime change through 
a combination of attempts at “peaceful evolution” and “Westerniza-
tion,” subversion, or the outright overthrow of the CCP. 49

An important consequence of China’s assessment of the ideological 


