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Introduction

California has carved out a unique space for itself as a subnational leader in higher
education, technology, and in addressing climate change. What links those three areas
further is the extent to which California has forged its relationship with China on each
issue. China has served as a partner, competitor, and in some cases, obstacle to making
progress. Now, California must manage changing U.S.-China dynamics along with shifting
federal regulations coming from Washington, DC. In an era of increasingly transactional
U.S. foreign policy, California’s leaders need new strategies to both harness the benefits that
working with China brings and to guard against the accompanying political, economic and
technological risks. This paper explores California-China ties in higher education, climate
change, and information technology to inform progress that can still be made in each area.

Each of these sectors has seen a tug of war between local leaders and the federal government
over who gets to decide how California institutions engage with China. During the decade
after the global financial crisis of 2008, California-China ties in education, climate and
technology saw explosive growth. The number of Chinese students attending California
universities skyrocketed. California’s mayors, governors, and business leaders forged
impactful partnerships with their Chinese counterparts working on climate change and
green technology. And in information technology, Silicon Valley and China became deeply
entangled by the two-way flow of people, money, and ideas. While all of these California
sectors were nominally subject to interventions by the federal government, local leaders
were given relatively free rein to decide how they wanted to engage with China. It was up to
California universities how much they wanted to increase Chinese enrollment, and Silicon
Valley venture capitalists whether they wanted to invest in Chinese startups.



But over the past eight years, the federal government has asserted its right to police many

of these interactions, often in the name of national security. Federal restrictions on student
visas, cross-border investments, and technology cooperation have shifted much of the
decisionmaking power in these relationships away from California and back to Washington.
Many of these actions have been part of the broader U.S.-China “decoupling,” a sea change
in relations after decades of deep engagement.' In some cases, these have been needed
corrections, preventing core national interests from being sacrificed at the altar of local
interests or financial expediency. And they helped balance the scales in certain industries
where government subsidies and industrial policies unfairly advantaged Chinese firms. In
other areas, these federal interventions have been misguided or ham-fisted, based on deep
misunderstandings of the nature of scientific research or the drivers of American innovation.

Now, looking back on nearly a decade of decoupling, we can evaluate the impacts of these
changes, and help California leaders prepare for what comes next. In some cases that will
mean simply adjusting to the new realities that geopolitics have imposed. In other areas,
state leaders can creatively leverage aspects of U.S.-China competition to vault California
forward in critical industries.

The following sections will explore the impact of federal policy changes on Chinese student
enrollment at California’s public universities, the state and future of Silicon Valley’s tangled
ties with China’s tech ecosystem, and how California can leverage China’s advancements in
green tech to turbocharge the Golden State’s own industries.

The New Landscape for Chinese
Students in California

The 2010s boom of Chinese international students enrolling in American universities has
come to an end, and California’s universities must adapt to this reality. California has long
been the top destination for Chinese international students. Between 2010 and 2019, the
number of Chinese students enrolled in the public University of California (UC) system
more than quintupled, from just over 4,000 in 2010 to over 25,000 in 2019.> But the
downward spiral in U.S.-China relations, coupled with the COVID-19 pandemic, have
led to a 25 percent decline in total Chinese enrollment over the past five years, both in
California and nationwide.?

Chinese students have been a source of talent and funding for California’s universities.
After the 2008 global financial crisis, the rise in full-tuition international undergraduates
helped supplement the budgets of public universities amid a dramatic decline in public
funding. During this same period, an extraordinary number of top-tier Chinese students—
particularly in STEM fields—chose to pursue graduate education and career opportunities
in California. According to 2023 data on the UC system, Chinese students represent 32
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percent of PhD candidates in computer science and 24 percent of those in engineering.*
Moreover, the influx of Chinese students has made California’s universities decidedly
more international, infusing new cultural currents and life experiences into some of the
world’s best universities. As the number of Chinese students in California falls, the state’s
educational institutions must grapple with how to fill the void.

But hidden by the overall declines in Chinese enrollment there are important and
counterintuitive trends. Despite dramatic declines in Chinese undergraduate enrollment in
California, the number of Chinese PhD students remains at or near an all-time high.” This
upward trend is particularly surprising given the years of U.S. policy specifically targeting
Chinese graduate students for extra scrutiny and tighter controls on student visas. The
extraordinary resilience of Chinese graduate student enrollment suggests that California’s
top STEM programs have remained an academic magnet despite regulatory obstacles.

With the second Donald Trump administration underway, the power of that magnet will
be put to the ultimate test. In contrast to Trump’s first term, concerns over Chinese students
today penetrate beyond graduate student research in critical technologies, and now extend
to admissions for all Chinese students.® Increasingly restrictive visa policies could drive
down both populations. Undergraduates have the incentive to turn to other countries as

the United States becomes less hospitable to Chinese nationals. Graduate students may
reconsider their options if prohibitive visa policies make completing a degree less likely. This
is especially true in the wake of an April wave of student visas removals across the country.”
Universities should prepare to continue seeing the Chinese international student numbers
decline and plan accordingly.

Chinese International Student
Policy Milestones

The past fifteen years of Chinese enrollment in U.S. colleges and universities can be
characterized as a boom and bust. The boom (2010-2019) reflected an increase in interest
both from Chinese families of means and from American universities looking to increase
their international student population. The bust (2019-2025) was precipitated by mounting
restrictions on Chinese student visas during the first Trump administration, but in reality,
began after the onset of the COVID-19 pandemic and resulting travel restrictions.

The boom in Chinese students studying in the United States coincided with a period of
more open engagement in the U.S.-China relationship and a soaring Chinese economy.
The United States welcomed an influx of Chinese students during the 2010s that increased
the overall Chinese international population by 58 percent between 2013 and 2020. In
California, this increase was even more dramatic, with the University of California system
seeing an 113 percent increase in its total Chinese enrollment over the same years.®
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During the first Trump administration, the White House rolled out a series of policies
aimed at curbing Chinese student enrollment. These were largely motivated by the belief
that these students were helping China overtake the United States in critical technologies,
either by simply bringing their newly acquired skills back home or through outright
espionage and theft.” These concerns were driven both by real incidents of technological
theft, and by persistent misperceptions about Chinese student “stay-rates” after graduation.'
Data on the long-term stay rates of all Chinese PhD students in the United States, as well as

data on the career trajectories of top-tier Artificial Intelligence (Al) scientists, indicates that
the large majority of these students chose to build their careers in the United States, with
California as a major hub."

Still, the Trump administration largely viewed Chinese students—particularly in critical
STEM fields—as a threat. In 2018, the administration increased restrictions for visas issued
to graduate Chinese international students studying in fields that China identified as useful
for its “Made in China” domestic manufacturing initiative.' The restrictions forced graduate
students to renew their visas annually if they leave the country, with many students caught
in limbo for months or even years, stuck back in China during trips home and unable

to resume their half-finished PhDs at California universities. Also in 2018, the “China
Initiative” was put forth by the U.S. Department of Justice to scrutinize graduate students
and professors suspected of economic or technological espionage or theft."> After a number
of high-profile indictments, many of those accused of wrongdoing eventually saw the most

serious charges dropped, with the cases often ending in dismissal or minor infractions of
“research integrity” for failing to list all their affiliations on funding applications." The
initiative sent a chill through the large community of U.S.-based researchers of Chinese
origin.” Finally, a 2020 proclamation took aim at graduate students and researchers

suspected of aiding China’s civil-military fusion efforts.' Alongside these more targeted
policies, the administration also entertained far broader restrictions: considering turning
away all Chinese students.”

But amid growing political rancor and increased scrutiny, the number of Chinese
undergraduate and graduate students in the United States continued to rise, albeit more
slowly than in previous years. It wasn’t until the onset of the COVID-19 pandemic that
Chinese enrollment began to drop. Flights from China to the United States were suspended
and cut down as a result of COVID-19 concerns and the deteriorating relationship between

U.S. and Chinese leadership.'®

The decline started by the COVID-19 pandemic and chill in U.S.-China relations has

persisted. Trump-era restrictions on graduate students visas remained in place during Joe

Biden’s administration.” And despite the formal ending of the China Initiative, suspicion
of Chinese researchers and professors in American universities continues.”* However,
while restrictions and extra scrutiny have targeted Chinese graduate students, it is Chinese
undergraduate enrollment that has declined. Graduate enrollment has remained consistent
with, and in some cases exceeded, pre-pandemic numbers.
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Undergraduate Enroliment Plummets,
Grad Enrollment Climbs

The most detailed data on Chinese enrollment trends in California comes from the
University of California system’s “Fall Enrollment at a Glance” dashboard.”” While Chinese
enrollment in California extends far beyond these public universities, the UCs account for

approximately 35 percent of the Chinese student population in the state, and the system

includes four out of the five institutions receiving the greatest number of students.”” Given
the depth and detail of data from the UC system, it provides a useful—though not perfectly
representative—insight into enrollment trends statewide.

Data from the UC system shows that undergraduate enrollment in the UCs has declined
alongside national numbers. The population of Chinese international undergraduate
students fell by 40 percent between 2019 and 2024. That decline represents a loss of over
7,600 students and over $380 million in potential nonresident tuition.”® The steepest

declines were in the majors of business and engineering, which each fell by 52 percent.*
Physical sciences/mathematics, the most popular major for the Chinese undergrads at the
UCs, fell by 41 percent.” Both engineering and the physical sciences/mathematics majors
fall into the bucket of fields targeted by the policies of the first Trump administration.
However, undergraduates were exempt from the new visa restrictions imposed by the first

Figure 1. Chinese International Students at UCs

Chinese International Undergraduates Chinese International PhDs
20,000 4,000
15,000 3,000
10,000 2,000
5,000 1,000
0 0
2014 2016 2018 2020 2022 2024 2014 2016 2018 2020 2022 2024

Source: University of California
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Trump administration, which indicates that these students were electing not to enroll in the
UCs as opposed to being prevented. The trend reflects a potential change in attitude among
Chinese high schoolers and their families, who may see the value of a potential U.S. degree
differently than their predecessors.

In contrast, enrollment among Chinese PhD students at UCs remains stable. Over the last
decade, the population of Chinese PhD students has increased by 8 percent. Between 2019
and 2023, enrollment in engineering, the most popular PhD field for this group, remained
strong with over 900 students each year. Notably, computer science PhDs increased by 43
percent, making it the third largest field for Chinese PhD students. With tensions increasing
between the United States and China on the issue of AI development and competition, this
increase in Chinese PhD enrollment is surprising at first glance. Moreover, stable enrollment
in physical sciences/mathematics, targeted fields under the Trump administration’s
restrictions, shows that graduate students are still looking for critical training in the United
States and specifically California’s public universities.

In other words, the student population that has been directly targeted by visa restrictions
and mounting investigations has seen its numbers rise, while those less affected by these
policies have seen major declines. An explanation likely lies in the different motivations
that Chinese undergraduate and graduate students have for studying in the United States.
Generalizations around the motivations of tens of thousands of students will inevitably be
overbroad, but are nonetheless helpful for understanding these shifting tides in enrollment.

Around 2008, many students and families were beneficiaries of a booming Chinese
economy. In earlier decades, the only Chinese students who could afford to come to the
United States for university were graduate students (particularly PhD students), many

of whom paid little to nothing in tuition. They had left a China that lagged decades
behind the United States in terms of standards of living, and offered few opportunities

to work at the frontier of scientific and technological research. But after three decades of
breakneck economic growth, China developed a large middle and upper class who could
afford to foot the bill for full undergraduate tuition at an American university, as well

as years of preparatory courses and guidance from admissions consultants. Applying to
U.S. universities requires years of English training to take the TOEFL (Test of English as

a Foreign Language), rigorous preparation for the SAT instead of the infamous Chinese
college entrance exam, and investing in extracurriculars, which barely factor into Chinese
college admissions criteria. This arduous process shaped the characteristics of this new
wave of Chinese international students. For many Chinese families, sending a child to the
United States to study became something more akin to a luxury good and status symbol, as
opposed to a decision driven purely by the educational and professional opportunities. Many
students, though not all, were reaping the rewards of their family’s economic prosperity

in China with luxury apartments and lifestyles in the United States. Some other Chinese
undergrads were motivated by the desire to escape the Chinese educational system and
experience a more open academic or political environment.
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But on the whole, this group was not compelled to go to the United States out of necessity.
Studying in the United States was an option, and a good one, as long as the environment
remained welcoming. But when that macro-environment turned sour—due to deteriorating
U.S.-China relations, rising anti-Asian sentiment, and prolonged pandemic controls—many

families and students opted to simply stay in China.?® In economic terms, Chinese demand
for a U.S. undergraduate education was “elastic” with respect to overall sentiment in the
U.S.-China relationship.

Demand for graduate degrees from U.S. universities has thus far been more inelastic with
respect to these factors. Environment and lifestyle will factor into anyone’s decision about
where to live and study for half a decade, but in the case of Chinese PhD students, the far
more important factor appears to be the chance to work at the global frontier of their field.
For the last several decades, those opportunities were often found in California universities,
and until recently that attraction proved strong enough to overcome many new visa hurdles
and deteriorating U.S.-China relations that often cast a pall of suspicion over their work.

Implications

Going forward, this resilience will likely face its greatest test, due to factors on both sides of
the Pacific. For Chinese students and researchers, their home country now offers far more
opportunities to work at the global frontier of technical fields, from Al to next-generation
electric batteries, than ever before. Whereas many PhD students from the 1980s through
the 2010s felt they had to leave the country to do this work, they now have the option to do
it at home. At the same time, many provincial and local CCP branches have begun barring
Chinese nationals who earned degrees abroad from aspects of the nation’s civil service, and
strictly limiting international travel and study for even low-level public sector employees.?”

And on the U.S. side, what began as extra layers of scrutiny on visa applications now appears
to be evolving toward more extreme and unpredictable measures. In the early months of the

second Trump administration, the sudden cancellation of over a thousand valid student visas

nationwide caused a surge of insecurity for all international students.?® Though many of
these cancellations didn’t specifically target Chinese students, they are another factor being
piled on top of significant legal precarity faced by that group.” Then, Secretary of State
Marco Rubio announced a plan to “aggressively revoke” Chinese students, only for Trump

to contradict that sentiment, by welcoming Chinese students, and saying they “have always
been good with [him].”* Just two months later, Trump stated that the United States would
allow entry for 600,000 Chinese students: more than double the number currently studying

in the country.® Such a political whirlwind, entangled with trade skirmishes between the
United States and China, understandably leaves Chinese students at a loss for how to plan
their futures in the United States. Finally, with the federal government cancelling billions of
dollars in funding for both American universities and federal research programs, pursuing a
research-intensive PhD in the United States looks like an increasingly risky proposition.

Sarah Camacho and Matt Sheehan | 7


https://www.scmp.com/comment/opinion/article/3248434/anti-asian-hate-us-china-tensions-chinese-students-america-have-much-grapple
https://www.nytimes.com/2025/08/03/world/asia/china-passports-civil-servants.html
https://www.insidehighered.com/news/global/international-students-us/2025/04/07/where-students-have-had-their-visas-revoked
https://www.insidehighered.com/news/global/international-students-us/2025/04/07/where-students-have-had-their-visas-revoked
https://www.bbc.com/news/articles/cy75eenl46eo
https://www.state.gov/releases/office-of-the-spokesperson/2025/05/new-visa-policies-put-america-first-not-china/
https://theconversation.com/trump-administrations-conflicting-messages-on-chinese-student-visas-reflect-complex-us-china-relations-258351
https://theconversation.com/trump-administrations-conflicting-messages-on-chinese-student-visas-reflect-complex-us-china-relations-258351
https://apnews.com/article/chinese-student-visas-trump-maga-dce4e064ea61a4df090865668ca48cde
https://acrobat.adobe.com/id/urn:aaid:sc:VA6C2:6f58c7ee-d9bf-4687-9381-d63eb909eefa

The impacts are likely to be even more pronounced for Chinese undergraduates, who have
thus far proven to be more sensitive to the deteriorating relationship between the United
States and China. A four-year, possibly full-tuition, stint in the United States will continue
to lose its appeal if there are fewer incentives to leave China and the United States becomes
less welcoming.>* Factors that have made the United States feel less hospitable to students
include increased anti-Asian sentiment, fear of gun violence, and the pressure of U.S.-China
tensions.” The number of Chinese undergraduates studying in the United States will very
likely decrease over the next five years, and the drop could be quick and precipitous.

University administrations need to prepare for this possibility. The first consideration for
public universities may be how to brace for changes to university revenue from out-of-state
tuition fees. If we assume that all Chinese undergraduates paid full nonresident tuition, then
the decline in UC enrollment between fall 2023 and fall 2024 would represent a potential
$32 million loss in tuition.** California’s universities may consider increasing recruitment

of international students from countries other than China to substitute nonresident student
fees. They may also look to public universities in other states that have taken measures—
including purchasing insurance—to offset potential tuition losses from declining Chinese

enrollment.”

Potential declines in Chinese graduate student enrollment pose a different challenge.
Chinese PhD students often pay minimal tuition, but they are a key source of research talent
that helps keep California’s universities ranked near the top nationwide in fields such as

engineering and computer science.*® If California’s universities see steep declines in Chinese
PhD enrollment, the talent gap won’t be easy to fill.

A key indicator for the future Chinese-specific student visa policy could be Stephen Miller’s
role as Trump’s deputy chief of staff. During the first Trump administration, Miller
advocated for a ban on all Chinese students.’” At the time, Miller did not win that debate,

but there’s more appetite for broad restrictions on student visas today, and GOP lawmakers
have also proposed legislation along those lines.*

Looking at the next four years of potential federal policy changes, university administrators
should remain vigilant. During the 2010s boom in enrollment, it was university
administrators in places like California and Iowa who made the key decisions about how
many Chinese students to enroll. At the time, Washington seemed content to let these
local actors be the judge of who should be allowed on U.S. campuses. But over the past
eight years, the federal government has used all the tools at its disposal to wrest that
decisionmaking power away from educators and administrators in the states.

That doesn’t mean educators are powerless in this equation. Local leaders—whether
university administrators, professors, or others across the education ecosystem—can find
ways to affect these issues on the margins. They should strongly signal their continued
support and offer greater resources for students facing visa difficulties. And they should
engage with federal government officials and congressional representatives to drive home the
benefits these students bring to American universities and the nation’s research ecosystem.
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When members of the first Trump administration were debating an all-out ban on Chinese
students in 2018, the pushback came from U.S. Ambassador to China Terry Branstad,

the former lowa governor and Des Moines University president. During an Oval Office
meeting, Branstad reportedly argued that such a ban would end up hurting small colleges

in places like Iowa, and his arguments won over the president.” Much has changed in
the politics and economics of Chinese student enrollment, but university presidents and
educators should continue to make this case to decisionmakers in Washington.

The incentive to retain Chinese talent is especially strong where California’s role as a
technological leader is concerned. As the following section of this paper will explore, these
people-to-people ties have played a critical role in the evolution of the shared U.S.-China
technology ecosystem.

California's Role in the U.S.-China
Technology Ecosystem

Technology has become the key flashpoint in the U.S.-China relationship, and California
remains ground zero for both technological competition and cooperation between the
superpowers.

For the first two decades of the twenty-first century, Silicon Valley’s ties to China were

deep and, at times, paradoxical. The two technology ecosystems—research communities,
supply chains, and investment flows—were deeply intertwined with one another. But the
companies, products and markets created by those ecosystems remained largely walled off
from one another. Most of Silicon Valley’s leading internet platforms were blocked in China,
and China’s domestic tech companies couldn’t crack the U.S. market. During this period,
approximately 2000-2018, the key actors and decisionmakers in this relationship were

not in Washington. Instead, it was entrepreneurs and investors, researchers and corporate
executives, who were building the relationship. They were the ones choosing to set up
research labs in each other’s countries, to invest in startups across the Pacific Ocean.

At that time, the U.S. federal government largely stayed out of the way, both because it
was often oblivious to events on the ground and because it didn’t see a reason to intervene.
The United States was the undisputed global leader in technology, and China was seen as a
copycat and technological backwater, a passive player that would one day have its markets
cracked open by American firms.

But beginning around 2018, the U.S.-China relationship began to deteriorate at precisely

the moment that technology was moving to the center of the relationship. Governments in
both countries began scrutinizing these rich cross-border ecosystems much more closely. By
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fostering connection, computer scientists at UC Berkeley and Tsinghua University may have
seen the opportunity to jointly push the frontiers of AL. But national security professionals
worried about a technological advantage being shared with an adversary. This security-
focused lens shed new light on longstanding ties, in some cases highlighting problematic
practices and in others smothering mutually beneficial exchanges.

Together, these forces began to tear at the fabric of transpacific technology ties. The U.S.
federal government began imposing controls on inbound Chinese investment and the export
of advanced semiconductors. China accelerated its drive for indigenous innovation that
couldn’t be snatched away by the United States. Those changes—often characterized as
technological decoupling—further accelerated in 2020, with the onset of the COVID-19

pandemic and mounting controls on cross-border flows of people, money, ideas, and goods.

Today, the technology ecosystem in California faces a radically different geopolitical
landscape than just a few years ago. In response to these changes, the key actors and
institutions in California’s technology ecosystem—companies, universities, technologists,
and investors—are finding new ways of relating to both their Chinese peers, as well as to
the U.S. federal and California State governments. Ensuring those relationships are safe,
productive, and sustainable in this new landscape will require creative problem solving,. It
needs an approach that works within the realities of new geopolitical and security threats,
while also maximizing the opportunities generated by bridging the world’s two most
dynamic innovation ecosystems.

To chart a path forward, we must first understand how we got here.

Silicon Valley and China Deepen Ties
(2008-2018)

In the decade before decoupling began, China and California’s technology ecosystems were

enmeshed in an almost paradoxical relationship: while the flow of people, money, and ideas
soared to new heights, the markets—and fundamentally the internets—of the two countries
remained starkly divided.*

There was a brief period in the 2000s in which the Chinese government allowed platforms
like Google, Facebook, and Twitter to operate in China. By 2010, however, the Chinese
Communist Party (CCP) had banned all of them.*" It viewed American internet platforms
as dangerous conduits for unwanted and uncontrollable information and content, potential
vectors for political influence operations in China by the U.S. government.*?

10 | California x China: Three Areas Where This Subnational Relationship is Changing


https://archivemacropolo.org/analysis/silicon-valleys-china-paradox/?rp=e
https://www.foreignaffairs.com/articles/china/2022-04-21/chinese-way-innovation
https://apnews.com/article/technology-cuba-united-states-government-904a9a6a1bcd46cebfc14bea2ee30fdf

In the wake of these bans, a question loomed over China’s internet ecosystem: would it
flounder without access to the leading global platforms? Or could Chinese companies fill the
gaps left by the American tech giants? Some U.S. companies were banking on the former,
believing that the CCP would eventually, begrudgingly let them back in. But the CCP held
the line, and it paid off.

China’s early internet companies like Baidu, Alibaba, and Tencent—many of whom had
been competing against, and sometimes triumphing over, their American peers for years—
soared to new heights. And in their wake, a new generation of Chinese internet startups took
off, sometimes imitating their U.S. peers and then innovating on both business models and
technical approaches. Tencent pioneered the “superapp” model with WeChat, an all-in-one
app that became the digital Swiss Army knife for life in China.?

While U.S. and Chinese internets grew further apart, the flow of people, money, and ideas
between the two tech ecosystems accelerated. Chinese tech giants established research
facilities in Silicon Valley, and American tech talent took up roles in Chinese companies.
Chinese enrollment in California’s universities—particularly in computer science degree
programs—continued to climb. By 2022, over one-third of the top-tier Al researchers

working in the United States had completed their undergraduate studies in China.* Venture
capital (VC) investors from both countries began ploughing money into startups on both

sides of the Pacific.” And though the flow of product ideas and cutting-edge research had
long been unidirectional from the United States to China, American researchers and product
managers began looking to their Chinese peers for ideas. U.S.-owned research labs in China

produced some of the most-cited Al research of this era, and California’s biggest internet
46

platforms began imitating the features and functionality of apps like WeChat.

The extended tech boom in China also enticed major U.S. tech companies to try to (re)
enter China’s markets. Both Uber and Airbnb entered China for the first time, attempting
to outduel local competitors. Mark Zuckerberg launched an extended charm offensive
targeting Chinese people and CCP leaders.” Both Facebook and Google reportedly invested
in developing new censorship tools and alternative versions of their products that they hoped

would give them a second chance in China.*®

But these efforts all failed. Uber and Airbnb were outcompeted and effectively forced to exit
the Chinese market. The CCP entertained the entreaties from the likes of Facebook and
Google, but reentry was simply not in the cards. Afterall, the party had gotten its desired
outcome: thriving homegrown technology giants that didn’t pose the same risks of defiance
or foreign influence.” The notable exceptions to this rule were U.S. tech companies that
focused on hardware products rather than online content. Apple enjoyed a decade-long
boom with Chinese consumers, while Tesla made significant inroads in China’s early electric

vehicle markets.”® Meanwhile, Chinese technology firms were enjoying some of their first
major successes in international markets. Huawei was emerging as a leader in 5G networks
globally, while TikTok—itself a blend of apps built in California and Beijing—began its rise
to become the dominant social media platform for youth culture worldwide.”!
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Over the course of a decade, American views on China’s technological capabilities has
undergone a sea change.’ It went from being viewed as a technological backwater and a
massive potential market for American firms, to being viewed as a hotbed for innovation
and a formidable competitor in its own right. That reversal helped lay the foundation for a
backlash that would fundamentally alter the trajectory of technology and geopolitics for the
next decade.

Backlash and Decoupling

During 2017 and 2018, concern in Washington about the state of the U.S.-China
technology relationship began gathering momentum. Politicians and analysts who had
dismissed China as being incapable of innovating—often citing the country’s lack of free
expression as the key obstacle—were alarmed to find that China had created a dynamic
technology ecosystem that rivaled the United States on some counts. They were also
surprised to learn about the amount of interaction between Silicon Valley and China, which
had long gone underreported or simply ignored. Consequently, those politicians concluded
that the dense web of connections between Silicon Valley and China was driving China’s
unexpected technological rise. Putting these two things together—the extensive ties and
China’s “sudden” rise” in technology—the policy prescription was clear: cut the ties. In the
process, the U.S. federal government sought to regain control over decisions that had long
been left up to local actors in California, from startup founders to PhD students and VC
investors.

In the quest to cut the flow of people, money, and ideas, money came first. The federal
government already had a mechanism for reviewing—and potentially blocking—foreign
investments into the United States that may threaten national security: the Committee on
Foreign Investment in the United States (CFIUS). CFIUS had already been used to block
some Chinese acquisitions of semiconductor companies, but it didn’t have jurisdiction over
VC investments because they usually did not give the investor control over the investee.

So in 2018 Congress passed the Foreign Investment Risk Review and Modernization Act,
which gave CFIUS the power to review foreign VC investments, as well as a wide range of
other agreements that might involve technology transfer.®

The bill had an impact even before it went into force, in large part due to the chilling effect
on both Chinese investors and U.S. startups.’* Startups and VC investors must be nimble
and fast-moving, and the prospects of an extended bureaucratic review process made these
deals unattractive to both sides. In the months and years after the law was passed, many
leading Chinese VC firms closed their U.S. offices or dramatically reduced their activity.
Some simply redirected those investments back into China’s tech ecosystem, while others
sought new markets in India, Southeast Asia and beyond. Others have continued to operate
in the United States, either avoiding sensitive technologies or working through the CFIUS
review process when necessary.
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Washington then turned its attention to U.S. VC firms investing in China’s tech ecosystem.
U.S. investors had been involved in China’s startup ecosystem since its inception, and
during the 2010s had ramped up investment in emerging technologies like AL> Increasing

government scrutiny of outbound investments by U.S. firms was a contentious proposition,
and the new rules didn’t go into effect until the beginning of 2025.5° But as U.S.-China
relations deteriorated and political pressure on these investors increased after 2020, yet
another chilling effect led many U.S. firms to dramatically reduce their activity or to exit the
Chinse market entirely.

Of the different flows connecting Silicon Valley and China, people proved much more
difficult to cut off than money. Capital doesn’t have a life or a family, and so when political
or regulatory conditions make it harder to earn a profit, the capital will simply relocate.
Attempts to halt or reverse the flow of people between the two ecosystems are slower. The
preceding chapter of this paper on Chinese students covered the raft of visa restrictions that
targeted Chinese students studying in the United States. The Department of Justice’s China
Initiative targeted Chinese professors and researchers in the United States, accusing them of
intellectual property theft (only to see those charges later dropped in many cases).” Here we
note that these human ties have thus far proved much stickier and more resilient in the face
of mounting political and regulatory pressure to decouple. Whether they can remain so in
the years ahead is an open question.

The final arena of exchange—the transpacific flow of ideas and innovations—also came
under pressure around 2017 and 2018. Research collaborations had previously flourished,
making the two superpowers the world’s most frequent collaborators in fields like AL

Political pressure led to greater scrutiny and major debates about the strategic or ethical
dimensions of these research partnerships. But for the most part, these ties remained
relatively resilient.”” In some cases, U.S. companies did choose to place new limits on the
research projects conducted in their Chinese labs, and in others, they closed some labs
entirely.®” But during this same period, indirect technical exchange increased, with scientists
and entrepreneurs in both ecosystems closely studying and often building upon the work of
their peers across the Pacific. The rise of leading-edge open-source AI models—released by
both Chinese and American developers—has led to far more technical interactions between
the superpowers that are not mediated by markets or dependent on direct collaboration.
Researchers, engineers, and companies in both countries are now rapidly adopting, adapting,
and building atop each other’s innovations. One prominent Silicon Valley investor recently
estimated that the majority of U.S. startups building atop open source AI models are now
using Chinese models as their base.

Ironically, the era of U.S.-China technology decoupling coincided with the first example of
a Chinese app gaining a dominant position in U.S. consumer technology markets: TikTok.
China had long blocked U.S. internet platforms, but the U.S. government had simply relied
on the fact that Chinese apps and platforms were not competitive in the United States.
TikTok changed that and it forced American policymakers into an uncomfortable position.
Their reaction in attempting to block the platform was similar to, though far less effective
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than, how the CCP reacted when U.S. internet platforms were winning markets in China
during the late 2000s. Today, nearly five years after the first serious attempt to block TikTok
in the United States, the app is more dominant than ever, despite the ongoing regulatory limbo.*!

The Road Ahead

After seven years of attempts at forced decoupling, the connections between the world’s
leading innovation ecosystems have been curtailed in some areas but grown even closer in
others. While venture capital flows are reaching new lows and formal research partnerships
dwindle, open source models have entwined the ecosystems in new ways.

Decoupling can be partly understood as an attempt to wrest decisionmaking power over the
U.S.-China ties from California to Washington, taking power out of the hands of private
actors—technologists, investors, and companies—in the Golden State and into the hands of
policymakers and officials in the Capitol. Now we are in a position to evaluate the impacts
of that shift, and to find an appropriate balance, or even synergy between these different
groups. This shouldn’t be an attempt to reach a definitive verdict on who was “right” in
debates over technological decoupling. Some attempts to sever these ties proved to be heavy-
handed or shortsighted moves that backfired on U.S. national interests. Some researchers
and companies who attempted to bridge these two ecosystems ended up bolstering Chinese

tech capabilities that were later weaponized against the United States or put to deeply
unethical ends.®> Given these potential pit falls, scientists, intelligence officers, entrepreneurs,
and bureaucrats have much to learn from each other in this space.

Forging a healthy path forward requires that key actors in California and Washington,

DC can see these issues through the lens of the other, all while bringing their own unique
insights to bear on these questions. Technologists in California are in a unique position to
give grounded assessments of the state of play in technological competition, as well as the
likely trajectory of the technology itself. But they must also recognize they have limited
insight into the political context and security structures within which many of their Chinese
counterparts are embedded. Bridging these knowledge gaps between Washington and
Silicon Valley will require appropriate humility on both sides.

And while direct collaborations between researchers or innovators in California and China
are increasingly fraught, a combination of open science and open-source technologies freely
shared on the internet means that they can increasingly building on one another’s work.
These groups may no longer be working together under the same institutional roof, but the
innovations generated remain deeply intertwined, nonetheless.
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Flipping the Script in Green Tech

For decades California has been a leader in climate policy and technology, and it has used
that position to proactively engage with China on reducing carbon emissions in both places.
But today, California faces new technical, diplomatic, and geopolitical realities that are
forcing it to reevaluate its strategy for reducing emissions and supporting its own green tech
industry.®® China has carved out a sizeable lead in green industries like batteries, electric
vehicles, and renewable energy.®* Federal commitments to international cooperations to
reach sustainability targets have been dissolved, and a second Trump presidency has ushered
in an era of highly transactional diplomacy. And the extraordinary deterioration of U.S.-
China relations has made any form of engagement with Chinese counterparts more difficult
and politically risky. For California to remain a leader in green technology and climate
policy, it needs to adapt to these realities.®

The first Trump administration’s abandonment of climate issues pushed the California-
China relationship to manage a climate agenda on its own terms. However, the challenges to
climate coordination between the two are different today than they were in 2016. First, the
sense that collaborating with China on most fronts is undesirable persisted and intensified
through the Biden-era. Second, the climate technology industry has become intermingled

with narratives of national security, making it a sensitive space for U.S. interests.®® Third, a
resurrection of Trump-era reneging on climate obligations further solidified the perception
that the United States is an unreliable partner. Whereas Chinese counterparts may have
persevered through the first Trump administration, a second Trump administration could
wear down patience to maintain the U.S.-China relationship on climate. While California
leaders should continue the state’s tradition of subnational climate diplomacy with China,

today much of the action—and the opportunity—Ilies elsewhere.”’

California should put its climate ties with China to work enhancing California’s own
competitiveness in green tech industries. It can do that by bringing Chinese technical know-
how stateside, using it to upgrade its own industries and upskill its own workforce. The state
should use the incentives at its disposal to push for technology sharing or California-based
manufacturing that can bring China’s expertise to the Golden State again. This is a version
of the playbook that China used for decades when it was catching up to the United States in
other industries, from automotive manufacturing to telecommunications. Now with China
as the world leader in most green tech fields, California needs to flip the script and leverage
these tactics to catch up with China.
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National Tensions, Local Adaptation

When Donald Trump took office in 2016 and walked back the United States’ commitment
to international climate goals, California’s officials refused to do the same. Then-governor

Jerry Brown became the self-appointed leader for those Americans who believed in
prioritizing a climate agenda.®® Brown took up the mantel the day following Trump’s
withdrawal from the Paris Climate Agreement by flying directly to China. To Brown, any
reservations about working with China needed to be set aside to continue bilateral progress
on lowering emissions and growing sustainable energy solutions.

Brown had already made climate a priority for his governorship, and California state officials
had been working with Chinese counterparts on pollution and carbon emissions for well
over a decade.”” But Trump’s arrival to office required ramping up this work. Brown’s efforts
included domestic policy initiatives and external diplomacy. Within the state, Brown pushed
for aggressive emissions targets that would make California carbon neutral by 2045 and
extended the life of cap-and-trade policies.”” The latter was a policy he advocated in China

as well.”! Brown also took on the role of envoy for the United States in multilateral climate
discussions by joining meetings abroad and hosting an international climate summit in
California.”? When it came to China specifically, Brown believed China and California’s
climate futures were intertwined. One key example of Brown’s belief in the relationship,

was establishing the California-China Climate Institute at the University of California.”
Governor Gavin Newsom has taken on a role similar to Brown with respect to China:
relationship builder. He has made his own trips to China and met with President Xi Jinping

as a prelude to the Asia-Pacific Economic Cooperation meetings hosted in San Francisco in
November 2023.74

Subnational diplomacy has connected California state officials with interlocutors in Chinese
cities. Representatives from the California Environmental Protection Agency and State

Transportation Agency visited several Chinese cities and provinces, including Shanghai

and Hainan, in March 2024 to see China’s climate projects and engage in dialogue with
local officials on climate measures.” The spring visit followed up on memorandums of
understanding (MOUs) that were signed when Newsom visited China in October of 2023.
Working plans for California to collaborate with Shanghai and Hainan were drawn up

in greater detail, including the California-China Climate Institute as a key liaison. The
tangible results of these MOUs are somewhat unclear, but, in the past, the visits of state level
officials to China set the foundation for Chinese investments in green tech manufacturing
in California.”® Automotive company BYD’s operations in Lancaster, CA, are an example
discussed below.

In his second term, Trump poses a renewed challenge to Newsom. The president has framed
himself as direct opposition to California’s policy agenda.”” From California’s climate action

to local policies regarding sanctuary cities for immigrants, there seem to be few things that
the president and governor would agree on.”® However, climate disasters like the January

2025 fires in Los Angeles necessitate a working relationship for a coordinated federal and
state response.”’
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Leveraging Chinese Tech

One area where Trump and Newsom may find common ground is in leveraging Chinese
investment and technology to expand U.S. manufacturing. Although the president has been

sensitive to national security concerns around Chinese investment, legislators anticipate
Trump will be willing to welcome investment that propels American companies forward.*

In a climate technology landscape where China is increasingly dominant, California has
to play catch-up. China currently leads globally in renewable energy, EV production, and

battery manufacturing for EVs.®! China’s advantages are difficult to replicate. The sheer scale

of China’s high-end green tech manufacturing base can’t be fully recreated in California.
But strategic interactions with Chinese companies can help California obtain technology
that will propel its own green industries.

One way to flip the script on the current climate tech landscape is to attract Chinese
businesses in key industries to California. California would need to be able to make an offer
that covers two bases. First, any deal that is offered to a Chinese company would need to
survive federal scrutiny—from CFIUS, for example. Second, it would need to be attractive
enough to Chinese companies to agree to terms that would boost technological capabilities
of American companies in the same industry.

BYD stands out as a successful example of China’s green tech industry finding footing

in California. BYD has been a leader in China’s effort to commercialize and scale up

electric vehicle technology worldwide.®* The company opened its first U.S. manufacturing
facility in 2013 in Lancaster, California. Then-governor Jerry Brown teed up the deal on

one of his trips to China, opening space for then Lancaster mayor Rex Parris to court the
manufacturing giant.*® The facility, which uses union labor, has been subject to scrutiny over
workers’ conditions and hours.®* However, its electric buses have been a hallmark for the
company’s success in California.

Nineteen of BYD’s electric bus and truck models are currently approved to receive
consumer-side subsidies from a California Air and Resources Board initiative to promote
clean vehicle purchases.®” In January 2025, the Lancaster City Council gave the green light
to move forward with an expansion of BYD’s manufacturing operations, focused on electric
school buses. The development of a new 160-acre parcel of land is supported by a $30
million grant from the California Energy Commission.*® At its maximum capacity, the new
manufacturing operation would produce 4,000 electric school buses per year. The creation
and expansion of BYD’s operations in California have employed and upskilled hundreds

of California’s workers, giving engineers, maintenance crews, and assembly line workers a
decade of hands-on experience manufacturing and maintaining electric vehicles. Expanding
the pool of workers experienced with these technologies is a key ingredient to building a
thriving green tech ecosystem in California.
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Whether another Chinese green tech company can establish itself in California remains

an open question. Trump has aimed to reverse Biden-era support for increasing EV usage
across the United States.®” Yet, state and federal commitments to EV proliferation do not
seem likely to change. The issue for keeping those industries going will be facilitating the
manufacturing of EVs in the United States, including acquiring batteries at feasible costs.
Chinese companies have answers for those issues, but unease around Chinese companies is
an obstacle. An example from the battery industry illustrates the world of difference between
the environment that welcomed BYD in 2013 and that environment today.

Chinese battery company CATL has garnered attention as the world’s leading producer
of batteries for EVs.®® In 2022, the company had reportedly been making plans to open
manufacturing in the United States, but those plans have not materialized up to this
point.*” The reasons for the delay are not on record, but a worsening political environment
for Chinese investment in the United States likely contributed. In the interim, CATL has
been busy building partnerships with American automotive companies that are willing to

license CATLs battery technology for EV production.”® Considering the uptick in scrutiny
over Chinese investment in the last three years, CATL opting for partnerships over opening
manufacturing outright in the United States makes sense. As a provider of technology and
services, CATL would have access to licensing and service revenue without being an equity

stakeholder.

For American automakers, licensing deals will continue to be necessary for the United States’
EV ecosystem. Buying access to leading-edge technology gives American workers experience
working with the technology without including Chinese companies more directly in their
supply chains. Ford has marched forward with a manufacturing plant that will use licensed
CATL battery technology when it opens operations in 2026. The plant’s construction was
put briefly on pause shortly after launching in 2023 due to worker strikes and congressional
inquiries into Ford’s agreement with CATL, but resumed within two months.”" Tesla, which
had hoped to license CATL battery tech for its next U.S. manufacturing plant in 2023,
scaled-back their own approach to simply buying CATL equipment for its existing Nevada
operation. The fact that both companies continue to engage with CATL to bolster their own
operations is telling of the advantages that narrowly constructed agreements with Chinese
companies bring to U.S. ones.

California climate tech companies may be in the position to take potential Chinese partners
like CATL into serious consideration. Under the threat or reality of tariffs, Chinese green
tech might find California access points to the American market essential. Whether in
exchange for subsidies or to avoid regulatory obstacles, California could bring in licensing
partners to assist with scaling up manufacturing. The benefits of jumpstarting production
using Chinese technological know-how could be a major factor in California’s success.
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California's Climate Future

What role does California want to play in climate diplomacy and green technology for the
next four years? That question will shape what the Golden State is willing to do to contend
with China’s lead in climate technology.

Given its history of person-to-person and city-to-city exchanges, California is likely to
continue to open channels of communication between Chinese and American climate
experts. There are still climate leaders and institutions committed to that exact purpose.
However, unless those subnational commitments materialize into actual technical exchange,
California might need a different plan to move its own climate economy forward.

Past examples of Chinese companies in California and other states give reason to believe that
California can make a formidable offer to attract Chinese expertise. Access to California’s
market for climate tech solutions should be a foundational incentive for those companies to
consider opening a California factory or headquarters. Even without Chinese companies’
presence at home, California could make a winning bet by licensing the technical

intellectual property for key goods like batteries or even infrastructure like ultra-high-voltage
power cables to bulk up transmission grids.”> What the state will have to contend with
internally is the unwavering suspicion of collaboration with Chinese entities at any level.
California needs to make the deal that works in service of its own goals.

How This All Adds Up

California is navigating a shifting terrain with China. Higher education, climate change,
and technology are tracks where the state has excelled as a national leader. They are also
areas where California’s ecosystem is deeply entangled with China, but both are affected by
U.S. federal regulations that create new realities within which to operate. A combination of
volatile geopolitics and a changing regulatory landscape in the United States is reshaping
what’s possible and what’s desirable in transpacific engagement.

In the area of higher education, Chinese international students have dominated the
demographics of international students in California for years. However, enrollment
numbers for undergraduates, the bulk of Chinese students in California, have steadily
diminished. The population of Chinese international graduate students has remained
remarkably stable through past iterations of stringent visa restrictions, but circumstances are
likely to worsen significantly. If California continues to see the benefit in educating Chinese
talent and having Chinese professionals contribute to California’s industries, measures will
need to be taken to facilitate their continued enrollment. California’s schools should consider
how they might future-proof their plans if enrollment numbers continue to fall, including
increasing recruiting international students from other countries.
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In emerging technology, Silicon Valley is in a unique position to maximize the innovation
upside of engaging with China, while also contributing to U.S. leadership in critical fields.
For years, many policymakers in Washington and technologists in California believed the
other group to be ignorant of the realities of working with China on technology. While the
Washington crowd saw the technologists as naive about how the CCP manipulated these
ties to China’s advantage, those same technologists were puzzled by how deeply politicians

misunderstood things like technical standards or the contributions of Chinese immigrants to
U.S. innovation.” Both sides possessed real insights and blind spots, and going forward they
can play complementary roles in advancing global innovation and American technological
power. And with the rapid rise of open source models as a key force in Al development and
diffusion, Silicon Valley’s ability to both analyze and build on leading Chinese AI models
may prove critical to U.S. competitiveness in the field.

California’s relationship with China on addressing climate change has two dimensions: a
diplomatic dimension and a technological dimension. Climate diplomacy between China
and California has been geared toward reducing emissions for the past two decades.
Channels of communication were stress tested during the first Trump administration.
They are likely to continue at the state-to-province or city-to-city level but may decline

in importance relative to technical and business engagement on green tech. In the
technological and business dimension, China has gained a sizeable lead over the United
States in the areas of electric vehicles, battery technology, and renewable energy. California
should leverage the state’s historical ties with China in these fields to facilitate investment
and technology sharing that upgrades California’s own green tech industries and upskills
its workforce. With federal government support for climate change initiatives at a low point,
California will need to be creative with its commercial ties to catch up with China on green tech.

California will continue to have choices to make about how to navigate its longstanding
and rich relationships with China. At the same time, Washington will continue to have a
say in what’s possible, whether it is Chinese student visas, regulations on technical research
exchange, or funding for climate initiatives. For California and China to continue having
some healthy collaboration in the long-term, both have to adapt these relationships to those
shifting realities.
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