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Executive Summary

Thisreport provides analysis of the trade and economic effects of foreign censorship on U.S. businesses.
The report uses two approachesto presentthisanalysis. First, itincludes results from asurvey of U.S.
businesses active in Chinaregardingthisissue. The second approach presents case studies addressing
particular products and services and how censorship-related measures in Chinaand other key markets
have impacted U.S. businesses. These case studies include original estimates of those impacts calculated
by the U.S. International Trade Commission (Commission), when possible. The analysis in both
approachesfocuseson U.S. businesses that are the most affected by censorship-related measures—
those providing audiovisual media products, such as movies and video games, and those providing
digital services, such as social media platforms, communications services reliant on the internet, and
internetsearch services.

The Request

Initsletterdated April 7, 2021, modifyingits letter dated January 4, 2021, the U.S. Senate Committeeon
Finance (Committee)asked the Commission to prepare two reports as part of an investigation under
section 332(g) of the Tariff Act of 1930 (19 U.S.C. § 1332 (g)) intothe issue of foreign censorship. This
reportis the second of the two reports requested by the Committee. The Commission delivered the first
reportto the Committee, Foreign Censorship, Part 1: Policies and Practices Affecting U.S. Businesses
(Foreign Censorship 1), on December 29, 2021. Atthe Committee’s request, the Commission’s first
reportincludes detailed information onthe following:

Identification and descriptions of various foreign censorship practices, in particularany examples that
U.S. businesses considertoimpede trade orinvestmentin key foreign markets. The description
included, to the extent practicable:
a. theevolution of censorship policies and practices overthe pastfive yearsin keyforeign
markets;
b. anyelementsthatentail extraterritorial censorship; and
c. therolesofgovernmental and nongovernmental actorsinimplementation and enforcement
of the practices.

In Foreign Censorship 1the Commission noted thatthe industries “commonly subject to censorship
include digital and non-digital media (such as newspapers, journals, and magazines); producers and
distributors of audiovisual content (such as movies and online video, television, books, and music); and
social mediaandinternetsearch providers, aswell as computer services more generally.” The report
defined the key foreign markets over the last five years as China, Russia, Turkey, Vietnam, India, and
Indonesia.

Thisreportresponds to the second part of the requestletter, which asks fora second report that
provides:

To the extent practicable, including through the use of survey data, an analysis of the trade and
economiceffects of such policies and practices on affected businesses in the United States and their

United States International Trade Commission | 17



Foreign Censorship Part 2: Trade and Economic Effects on U.S. Businesses

global operations. The analysis should includeto the extent practicable, quantitative and qualitative
impacts of the identified policies, including by reference, where identifiable, to:

a. impacton employment;

b. directcosts (e.g., compliance and entry costs);

c. foregonerevenue andsales;

d. self-censorship;and

e. othereffectsthe Commission considerrelevantforthe Committee to know.

Approach to the Request

The survey and case studies used to respond to this part of the Committee’s requestare two
complementary analytical approaches. Both approaches seek to estimatethe impacts of direct
censorship measures and censorship-enabling measures.! These categories, and the measures that fall
intothem, are explained further below. But collectively, throughout the report, these measures are
referredto as censorship-related measures.

The survey-based analysis primarily provides estimates of the share of mediaand digital service
providers that experience censorship-related measures in China. The survey’s results are statistically
representative of U.S. businesses that were commercially active in Chinaanytime between January 1,
2019 and July 25, 2021.2 The set of case studies gives information on how particular products and
services are affected by specifictypes of censorship-related measures. Whilethe survey results provide
a high-level overview of U.S. mediaand digital services providers’ experiences with censorship-related
measures, the case studies take amore detailed and nuanced look at the impact of censorship-related
measures on particular products and services. These case studies highlight examples where censorship-
related measures create additional costs orlead to foregone revenue for U.S. businesses. When
possible, the Commission uses available datafora product or service in a key market to estimate
foregonerevenue andsalesdue, atleastin part, to censorship-related measures. Some of these
estimates necessitatethe use of broad assumptions and different time periods, that at times lead to
large ranges of estimated effects. In addition, in certain cases of services disruptions, estimating the
economiclossesto U.S. companies was not possible and instead the report presents the estimated
lossestoa local economy due to the shutdown of a specificservice or group of services provided by U.S.
firms (i.e., the economicimpacttothe users of these servicesinthe local market). When dataare not
available, we describe costs associated with censorship-related measures qualitatively.

Because the analysisin thisreportfocuses onsurvey results with respect to China and case studies of
the impact of censorship-related measures on particular products and services in key markets, it does
not provide an overall summary value of the impact of censorship globally on U.S. firms.

1 For the purposes of this investigation, censorshipis defined as the prohibition or suppression of speech or other
forms of communication. This report estimates the economic impact of foreign government censorship policies
and practices including laws, regulations, and other measures that either directly target the suppression of speech
or enableor facilitateits suppression.

2 July 25,2021 was the date that the sample of businesses to survey was selected. Businesses entering China after
this date were not surveyed.
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Major Effects of Censorship-Related Measures
on U.S. Businesses

Responsestothe Commission’s survey of U.S. businesses showed that businesses providing audiovisual
and digital services are those most likely to be affected by censorship-related measures. Across all the
case studiesinthisreport(see chapters 3and 4), the Commission estimates that the largest costs
associated with censorship-related measures are the foregonerevenues from market access denial of
these types of businesses. The nextlargest costis associated with lost revenue attributable to services
disruptions, such asinternet shutdowns. Underlyingthe monetary costsis the lost opportunity for U.S.
businesses to serve hundreds of millions of new users. Throughout the report, we show instances where
censorship-related measuresincrease uncertainty for U.S. businesses and present arisk of losing market
access insituations where firms have not already been prevented from entering a market. Additionally,
the risks of notgaining, or losing, market access from failingto meet the requirements of censors may
drive self-censorship among businesses. Instances of self-censorship may be difficult to identify, as
practices related to self-censorship may become normalized and decisions to modify contentfora
market may reflect preferences and sensitivities of that market’s population. Furthermore, the line
between tailoring contentfora specificmarketand self-censoring becomes more blurred when U.S.
businesses are reliant on foreign partnerships, as a result of policy restrictions, to operate in amarket.

Based on the information obtained in this investigation, the potential foregonerevenue is significantly
largerthan the costs to U.S. companies of complying with censorship-related measures, which can vary
significantly. Changes to relatively static public-facing materials, likeawebpage, generally presenta
nominal cost. However, it may be cost-prohibitive ortechnically prohibitive to make changes to
products and services, especially when those modifications reduce the value of aproduct or service to
its users. Compliance with censorship-related measures may also entail areputational cost, so
companies mustbalance the impacts to theirbrands against the requirements to comply with such laws
in other markets.

Survey Results from U.S. Businesses Providing
Media and Digital Services in China

Pursuantto the request, the Commission conducted asurvey of U.S. businesses to collectinformation
on the impacts of foreign censorship. To ensure the Commission’s ability to collect responses that are
representative and statistically meaningful, and to make the scope of the survey manageable, the
Commission focused the survey on policies and practices in China, a marketregularly ranked as the most
censorious across a variety of indicators (see Foreign Censorship 1). The Commission’s survey results are
statistically representative for U.S. businesses that have done businessin Chinabetween January 1,
2019, andJuly 25, 2021. The survey had an overall response rate of 73.1 percent, with 2,767 companies
responding.

The Commission’s survey results indicate that U.S. businesses’ experiences with censorship were
concentratedin certainindustry sectors. The Commission’s survey focused on having businesses identify
experiences with censorship-related measuresin Chinasince January 1, 2019 and found that U.S. media
and digital services providers were the most likely to have faced such restrictions. These companies
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include those that provide audiovisual content, such as movies and video games; and digital services and
content, such as online platforms and computing services; as well as those that provide a combination of
these products and services. Based on the survey results, almost a quarter of U.S. mediaand digital
service providersthat were able to enterthe Chinese market, representing more than half of the 2020
global revenue of all U.S. mediaand digital service providers active in China, experienced censorship-
related measures. This estimate may undercount U.S. businesses’ actual experiences with censorship,
however, as instances of censorship can be difficult for businesses to identify, especially when policies
may notbe transparent or may have multiple objectives. The survey resultsindicatethat a significantly
higher share of large businesses experienced censorship-related measures in China than similar small
and medium-sized businesses.

In addition to experiences with censorship-related measures, the questionnaire collected information
from U.S. businesses about their perceptions of doing businessin Chinaunderthe risk of censorship.
Almostthree-quarters of U.S. mediaand digital service providers that experienced censorship were
concerned about negative impacts on theiroperationsin China, including their ability to provide
products and servicesin China. Most also noted that censorship-related measuresin China have become
more challengingto deal with in the pastfew years.

Almost 40 percent of U.S. mediaand digital services providers that experienced censorship indicated
that they had to self-censorto provide their products or servicesin China. As with censorshipin general,
this share was significantly higherforlarge U.S. mediaand digital services providers than SMEs in the
category. Also, 12.7 percent of U.S. mediaand digital services providers that experienced censorship
also experienced extraterritorialimpacts from censorship-related measures and faced negative or mixed
impacts to theirproducts or services outside of China.

The Commission’s survey results also provided some limited information on the economicimpacts of
censorshipin China. Over40 percentof U.S. mediaand digital services providers that experienced
censorship also experienced increased costs of doing businessin Chinaand/orlostrevenue in Chinaasa
result of censorship-related measures. Some of these product-specificand market-specificcosts and lost
revenues are detailed furtherin our case studies.

Censorship-Related Measures Analyzed in
Case Studies

The case studiesinthisreportfocus onthe trade and economiceffects of foreign censorship-related
measures, including those that are direct censorship and those that enable censorship, on particular U.S.
mediaand digital servicesin China, aswell as other markets. Foreign Censorship 1documented the
policies thatfall into each category and this report focuses on the economiceffects of these policies. In
these case studies we analyze, both quantitatively and qualitatively, the economicimpact of specific
instances of intentional services disruptions, premarket review, market access restrictions,
extraterritorial censorship, and self-censorship.

Intentional services disruptions primarily include internet shutdowns, internet blocking and filtering, and
internetthrottling. Eachis defined as follows:
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e Internetshutdowns: When governmentsintentionally disruptinternet-based communications
for a specificpopulation, location, or mode of access.

e Internetblockingandfiltering: Internet blockingincludes the use of blacklisting to prevent
access to a website, domain, Internet Protocol address, orinternet services (blocking). Onthe
otherhand, internetfilteringincludesthe use of technology to restrict access to webpages or
certainonline content based on characteristics, such as keywords or traffic patterns.

e Internetthrottling: The intentional slowdown of visitors’ and users’ access to websites and
internet-services.

With premarketreview, countries limit market entry and censorcreative content, suchasin films,
television shows, books, and video games; these reviews may further encourage self-censorship due to
vagueness and uncertainty in how they are implemented. Because of this vagueness, uncertainty, and
variance, businesses may be incentivized to self-censorin orderto receive approvals quickly and avoid
lengthy cycles of submitting, editing, and resubmitting content.

Censorship-enabling measures work in concert with other policies, or each other, to create a censorious
environment for businesses by makingthem more vulnerable to governmentintimidation and
harassmentand increasing pressures for self-censorship. Failure to comply with these types of policies
may lead to marketaccess restrictions, fines, or other negative consequences from foreign
governments. Market access restrictions analyzed in these case studies are censorship-related (i.e.,
include both direct and censorship-enabling measures), howeverin some instances they may serve
other purposes aswell, such as promoting domesticindustries. The motivations behind companies’
decisionstoself-censorare often opaque and may serve multiple purposes as well. Because of
overlapping motivationsin some of these censorship-related policies and practices it can be difficult to
isolate the effects of censorship.

Effects of Intentional Services Disruptions on
Digital Services Providers

Digital services providers that offer services such as social media, over-the-top (OTT) communications
services,andinternetsearch are negatively impacted by direct censorship measures. Theseinclude
internet shutdowns, where governments intentionally disruptinternet-based communications fora
specificpopulation, location, or mode of access. Forexample, internet shutdowns in several key markets
have temporarily blocked U.S.-based OTT communications services—including Facebook Messengerand
WhatsApp—to suppress communications between individuals deemed likely to engage in protests. As
detailed below, these disruptions can have a significant effect on digital services providers since user
access to one or more servicesisreduced oreliminated, resultingin decreased revenue when ads are
not delivered or clicked on by users during the course of a shutdown. These disruptions can also reduce
the income of businesses and individual users that rely on those services to disseminate content. The
Commission’s estimates of the impact of services disruptions for social media, user generated video
(UGV) and OTT communications services coverthe economiclosses to alocal economy while the
Commission’s estimates forinternet search focus on firm-specificimpacts. The report focuseson
examples of services disruptions in key markets otherthan China because Chinese authorities generally
use the “Great Firewall” to control the flow of internet services and information, as opposed to broad
shutdowns.
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Table ES.1 Commission estimates of economiclosses orforegonerevenue from selected services
disruptionsin key markets

Companies and

Products/Services services analyzed Estimated economic losses or foregone revenue
Social media and UGV Facebook, Estimated economic losses vary across markets —with impacts
Instagram, YouTube, inlarger key markets rangingfrom $68.4 millioninIndiain
Twitter 2021 to $82.2 millioninIndonesiain 2019 (seetable 3.2 for
more detail).
OTT communications WhatsApp The estimated economic losses attributableto a shutdown of
services WhatsApp varies by country and year: $20.5 millionin

Indonesia and $37.7 millioninIndiain2019;$3.6 millionin
Turkey and $81.2 millioninlIndiain2020;and $16.9 millionin
Indiain 2021 (table3.5).

Internet search Google search Estimated foregone revenues for Google inIndia (the largest

user of internet shutdowns) are estimated at $3.5 millionin
2019,$7.3 millionin2020,and $1.2 millionin 2021 (table 3.8).

Source: USITC calculations.

Note: Conceptually, economiclosses are broaderthan foregone revenue. They are based on the effect services disruptions have ona market's
GDP, and thus include the value thatthe services provide tothat market's economy. Separately, because Chinese authorities generally use the
“Great Firewall” tocontrol the flow of internet services and information, broadinternet shutdowns are not common. Hence, the examples
above focus on other keymarkets.

Effects of Premarket Review on Content Producers

Thisreportfocusesonthe effects of premarket review for box office movies and video games that have
resultedin censorship.

For U.S. film studios, the effects of premarket review are reflected in material cut or changed at
the insistence of censors, as well asinstances of self-censorship. Although many markets review
movie content priorto box office release, because of the importance of the Chinese market to
the movie industry, U.S. filmmakers often go out of their way to edit contentand self-censor to
ensure thatthey avoid topics and depictions of Chinathat may raise objections by censors. Such
objections may lead to delayed or unfavorablerelease dates or denial of marketaccess for box
office movies; in 2021, thisledtothe blocking of four major U.S. films, including Spiderman: No
Way Home. Costs related to self-censorship by U.S. film studios include those associated with:
additional content editing to avoid perceived sensitivities; adding content that could be
perceived positively by censors; hiring cultural consultants to avoid sensitive content;
uncertainty of whatis acceptable to censors; foregone revenues from movies notapproved by
censors; and lostrevenues from global audiences rejecting censored content. The uncertainty
around what and how much contentto censorlikely leads to over-censoring to avoid multiple
rounds of review. Because of difficulties with identification and lack of data, the costs associated
with self-censorship and the related uncertainty were not quantifiable.

U.S. videogamesare alsosubjecttoa premarket contentreview in Chinawhere they must meet
several vague and therefore restrictive content requirements that ultimately provide the
Chinese government with the flexibility to block a wide range of video games from entering the
market. Duringrecentyears, there have been several periods of complete blockage, and the
number of foreign games has been reducedtoonly 15 percent of gamesapproved for
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distribution. Video game companies incur costs from modifying and vetting content to satisfy
censors, including the cost of vetting script translations foraccuracy.

Effects of Market Access Restrictions on Digital and
Audiovisual Services Providers

Digital services providers, as well as producers and distributors of audiovisual content, experience
censorship-related marketaccess restrictions. Fordigital products and services, such as social media,
OTT communications services, internet search, and streaming video-on-demand, these restrictions take
the form of outright market blocks, especially in China. Forthese products and services, these
restrictions block users’ ability to access the services and therefore cause companies toforego revenue.
For others, such as box office movies and video games, there are quotas and/or blocks on specific
content, which can lead to uncertainty and foregone revenue. However, as covered in chapters 3 and 4,
the Commission’s estimates of the costs of censorship-related measures are subject to the caveatthatin
some instancesitis not clearwhetherthese measures are instances of censorship orwhether there are
other or mixed motivations forthe policies. The Commission developed these estimates by applying
assumptions on potential market share that U.S. services would be able to capture, were they
unblocked. These assumptions can create large ranges for potential losses, particularly when we assume
that U.S. firms could potentially have been as competitive as the current marketleader, such as with
UGV platforms.

United States International Trade Commission | 23



Foreign Censorship Part 2: Trade and Economic Effects on U.S. Businesses

Table ES.2 Commission estimates of foregone revenue from censorship-related market access
restrictionsin China

Companies/services

Products/services analyzed

Estimated impact

Social media and
UGV platforms

oTT
communications
services

Internet search

Box office movies

Subscription
video-on-demand
(SvoD)

Facebook and YouTube

WhatsApp, Facebook
Messenger, Snapchat,
Skype

Google search

Disney/Marvel

Netflix, Amazon Prime
Video, Disney+, among
others

In China, U.S. firms haveexperienced significantforegone
revenue becauseof market access restrictions, as mostU.S.
socialmedia and UGV platforms are prevented from operating
inthe country.

Estimated annual foregone advertisingrevenue in China for
Meta’s Facebook ranges from $3.1 billion to $13.3 billionin
2021 (table 3.3). The estimated foregone revenue for Google’s
YouTube ranges from $100 millionto $7.5 billionin 2021.
WhatsApp, Snapchat,and Facebook Messenger areblocked in
China, while Skype was removed from Chinese app storesin
2017 after alleged noncompliancewith local national security
laws.

User data from similar OTT communications services in
Vietnam and India was used by the Commission to estimate
the number of foregone users in China. Estimates range from
134-1,113 million foregone users of WhatsApp, 676-805
million foregone users of Facebook Messenger, 172-588
million foregone users of Snapchat, and 194-316 million
foregone users of Skype (table 3.6).

There is onlyone U.S. search engine availablein China (Bing)
andit has captured only a small marketshare. Google search
services in China havebeen blocked since2014.

Estimated foregone revenue for Google searchin China ranges
between $2.6 billionand $15.5 billionin 2021 (figure3.4).
Market access to China’s theatrical filmmarket is restricted by
a quota on the number of foreign films and further blocks
certainfilms fromrelease, even those that reportedly passed
censorship review.

In 2021, four U.S. films were blocked in part due to censorship,
resultingin potential revenue losses ranging from $289 million
to $651 million,intotal (table4.1).

China’s market for SVOD services is closed to U.S. and other
foreign providers. The blocking of the world’s second-largest
market (one-third the size of the $32.1 billion U.S. market)
implies large potential revenue losses for U.S. streaming
platforms.

Estimates of foregone revenue range from $590 millionto $4.1
billionin 2021 (figure4.1).

Source: USITC calculations.
Note: For OTT communications services, since service revenue was not available, the Commission estimated foregone users.

Effects of Broad Censorship of Video Games

The Commission’s analysis of the impact of censorship-related measures on video games differs from
the estimation approaches of the other case studiesin this report, primarily due to more extensive data
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availability video gamesin the aggregate, butless dataavailable onindividual firmsin Chinaand
globally. Thisanalysisis aholisticapproach to estimating the impacts of censorship, asit does not focus
on any one type of censorship-related measure. The Commission used statistical regression analysis to
estimate the average impact that high levels of media censorship have had onvideo game revenues per
userat the country level between 2017 and 2019. The Commission estimates that high levels of media
censorship have been associated with lower per-userrevenues forboth digital and physical video games
between 2017 and 2019. For digital video games, high censorship was associated with per-user revenues
that were, on average, about $3.88 lower pervideo game userperyear. In 2019, the average revenue
across key markets, peruser, ranged from $14.90 to $52.01 for digital games. For physical video game
sales, high censorship was associated with per-userrevenues that were about $3.02 lower peryear. In
2019, the average revenue across key markets, peruser, ranged from $0.72 to $6.23 for physical games.
These estimatesimply revenues for U.S. video game companiesin 2019 could have increased by about
$1.1 billionin Chinaand $18 millionin Vietnam.

Effects of Extraterritorial Censorship

Extraterritorial censorship occursin at least two ways. First, a government may seek to suppress speech
outside its market’s borders by enforcing laws that criminalize such speech (e.g., the Hong Kong
National Security Law, which asserts thatitapplies to non-permanent residents of Hong Kong outside
the region). Second, censorship-related measures within ajurisdiction may be used to shape and
retaliate against speech made outside the borders of that jurisdiction. Chapter 4 highlights examples of
the latter methodin China, where the government uses website blockages, market access denial,
encouraging boycotts, and other forms of economiccoercioninretaliation forspeech outside of China
by U.S. companies operating globally. When extraterritorial censorshipis agovernmentresponse to
publicstatements made by the company orits executives anywhereinthe world, it can affect U.S. firms
in many sectors, not just media and digital services.

A recent high-profile exampleinvolves the National Basketball Association (NBA). In 2019, in response to
atweetfromthen Houston Rockets general manager Daryl Morey supporting protestersin Hong Kong,
the NBA’s Chinese partners suspended broadcasting and streaming games. Other firms partnering with
the NBA in merchandising and sponsorships also suspended work with the league. The NBA estimated
that its losses due to the response to the tweetin the 2019-20 season were $200 million, with losses
continuinginthe 2021-22 season.

Extraterritorial censorship presents ariskto the revenues of U.S. businesses, and they are likely to self-
censorto avoid repercussions. Inthe case of U.S. universities, the government of China has attempted
to censorclassroom discussion and academicresearch of sensitive topics (mainly relatingto Taiwan,
Tibet, and Tiananmen) in the United States, forexample by having Chinese diplomaticstaff in the United
States call on universities and complain about academicresearch or on-campus events covering these
topics. Both U.S. academics and Chinese students have faced retaliatory action, including the
cancellation of studentvisas. In asituation where the Chinese government were to block Chinese
students from studyingata U.S. university, the hypothetical tuition loss for one college of such an action
is estimated to be $6.0 million foratheoretical private, nonprofit, four-year college with a 10,000-
studentenrollment. As explained in chapter 4, the economy-wideimpact of a total embargo of all
Chinese students studying at U.S. universities is estimated to be $9.9 billion.
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Chapter 1
Introduction

Thisis the second of two reports on foreign censorship thatthe U.S. Senate Committeeon Finance
(Committee) requested the U.S. International Trade Commission (Commission) to prepare. The report
provides an analysis of the effects of foreign censorship on U.S. businesses based on results from the
Commission’ssurvey of U.S. businesses and case studies. It builds on the foundation provided by the
Commission’s firstreport, Foreign Censorship, Part 1: Policies and Practices Affecting U.S. Businesses
(Foreign Censorship 1), which described and identified censorship-related practices thatimpede trade
and investment. The first report identified China, Russia, Turkey, Vietnam, India, and Indonesia as key
markets where U.S. businesses are affected by censorship practices. In this chapter, we first present the
findings from Foreign Censorship 1to provide contextandthen describe the approach and organization
of thisreport.

Censorship-Related Policies and Practices
Identified in Foreign Censorship 1

Inits letterdated April 7, 2021, which modified an earlier Committeerequestdated January 4, 2021, the
Committee requested two reports regarding foreign censorship pursuant to section 332(g) of the Tariff
Act of 1930 (19 U.S.C. § 1332 (g)).3 The Commission delivered its first report on December 29, 2021. The
Committee requested that thisfirstreportinclude:

Identification and descriptions of various foreign censorship practices, in particularany examples that
U.S. businesses considertoimpede trade orinvestmentin key foreign markets. The description
shouldinclude to the extent practicable:
a. theevolutionof censorship policies and practices overthe past5 yearsin key foreign
markets;
b. anyelementsthatentail extraterritorial censorship; and
the roles of governmental and non-governmental actors inimplementation and
enforcement of the practices.

InitsJanuary 4, 2021, requestletter, the Committee defined censorship as “the prohibition or
suppression of speech orotherforms of communication.” The Commission’s survey built upon this
definition and explained that censorship may be inthe form of an act, policy, or practice (hereafter,
measures or policies and practices), and may be de jure (thatis, based on laws or other official
measures) orit may be de facto (that is, based on official or unofficial activities that as a practical matter
have a censorship effect). Censorship acts, policies, and practices may be direct or indirect. Some

30nJanuary4, 2021, Committee Chairman Charles Grassley requested that the Commission preparea single
report focusing on foreign censorship.On April 7,2021, Committee Chairman Ronald Wyden revised the request to
includetwo reports. The firstvolume was to be delivered by December 30,2021, and the second volume, with
results of the Commission’s survey and any additionalinformation, byJuly5,2022. See appendix A for copies of
the request letters.
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measures may enable censorship, for example by limiting the pursuit of business activities related to
speech orfacilitating agovernment’s ability to carry out censorship. Censorship may be conducted or
enabled by governments and state-controlled entities. It may also be conducted orenabled by private
sectorbusinesses, acting either atthe direction of a governmentorto gain a marketadvantage or avoid
a disadvantage from agovernment.*

Foreign Censorship 1 explains that censorship-related measuresincludethose that directly target speech
for suppression, aswell as those that may enable orfacilitate censorship (collectively referred to as
“censorship-related measures”). Inthe latter case, whetherthe measures may be considered censorship
dependsonthe specificcontext and ends to which the policies and practices are used.®

Accordingto Foreign Censorship 1 and the Commission’s questionnaire censorship measures that
directly suppress speechinclude:®

e Laws that suppress certain categories of speech: in addition to directly censoring speech, these
laws potentially have awider censoring effect when theyrestrict broad or undefined categories
of speechinthe online and offlineenvironments.

e Premarketreview to censor creative content, such as films, television shows, books, and video
games, by subjectingitto review as a condition of marketentry.

e Internetshutdowns:the intentionaldisruption of internet-based communications by a
governmentforaspecificpopulation, location, or mode of access.

e Internetblockingandfiltering:internet blockingincludes the use of blacklisting to prevent
access to a website, domain, Internet Protocol address, orinternet-services. Internet filtering
includesthe use of technology to restrict access to webpages or certain online content based on
characteristics, such as keywords or traffic patterns.

e Internetthrottling: the intentional slowdown of visitors’ and users’ access to websites and
internetservices.

e Harm or threats of harm toward an organization orits brands, employees, or products based on
speech-related activities.”

Foreign Censorship 1 and the Commission’s questionnairealso address measures that may enable or
facilitate censorship, dependent on context and how they are used. Inthe key markets, censorship-
enabling measures may workin concert with other measures, or each other, to create a censorious

4 See appendix E for a copy of the Commission’s questionnaire, which for purposes of this investigation includes
further explanation of censorship.

5 USITC, hearingtranscript,July1,2021, 98 (testimony of Maria Repnikova, Georgia State University); see also
Center for Democracy and Technology, written submission to the USITC, July 22,2021, 1; USITC, Foreign
Censorship, Part 1,2022,42. For an in-depth description of these acts, policies,and practices see USITC, Foreign
Censorship, Part 1,2022,chapter 2. As a partofits survey, inorder to help respondents describe which types of
censorship,ifany, they have experienced, the Commissionidentified specific policiesand practices thatmay
directly suppress speech or enable suppression of speech. See appendix E, questions 2.1a and 2.2a.

6 USITC, Foreign Censorship, Part 1,2022,41-47.

7 See appendix E, question 2.1a.
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environmentforbusinesses by makingthem more vulnerable to governmentintimidation and
harassmentand increasing pressures forself-censorship.® Censorship-enabling measures may include:

e Broad, opaque, orunreasonable intermediary liability rules and regulations related to the
monitoring and takedown of content on a company’s services.’

e (Certainpoliciesand regulations when they affect the pursuit of business activities related to
speechincluding:1°
e Requirementstoturnoverpersonal information of customers orusers.
e Data localization measures requiring in-country storage of data.
e Local presence requirements, which may include a physical location of local employees.
e Foreignownership restrictions.!

For example, India’s Intermediary Guidelines and Digital Media Ethics Code requires companiesto
identify achief compliance officerwhois personally liable forimplementing takedown requirements,
including by responding to government orders to remove prohibited content within 72 hours.*?
Requirements of this type work in concert with contentrestrictions to suppress speech and may
incentivize companies to pre-emptively restrict online content to avoid legal exposure.

Extraterritorial Censorship and Self-Censorship

The censorship-related measures above may also be applied extraterritorially to control and shape
speech in markets outside the jurisdiction to which they apply. Inturn, such actions can create pressure
on companiestoself-censorto avoid negativerepercussions from potentially offensive speech-related
activities. Anotable example is the Chinese government’s Hong Kong National Security Law, which may
potentially lead to chargesin Hong Kongfor speech made outside the market.!3 Economiccoercion may
alsobe used, where agovernment limits market access as a retaliatory act against companies for
statements made outside the country by the company or its employees. Extraterritorial censorship may
alsooccur when businesses’ products are affected on aglobal scale by decisions to limitorremove
contentto maintain favorable relationships with certain governments. For example, movies may be

8 USITC, Foreign Censorship, Part 1,2022,42-43; USITC, hearingtranscript,July1, 2021,196-201 (testimony of
Nigel Cory, Information Technology and Innovation Foundation; Rachael Stelly, Computer & Communications
Industry Association; DaphneKeller, Stanford University; and Timothy Brightbill, Wiley Rein LLP).

9 USITC, Foreign Censorship, Part 1,2022,49-50.

10 Business activities related to speech are activities thatinvolvea business’s publicspeech and expression, as well
as speech and expressionthat may take placeonorina business’s products and services. For example, statements
made in marketing materials, publications or other media, public statements by employees, or user-generated
videos posted to a business’s video distribution platformareall speech-related activities. See definitions section of
appendixE.

11 USITC, Foreign Censorship, Part 1,2021,50-53; See alsoappendix E, question 2.2a.

12 Government of India, Ministry of Electronics and Information Technology, “Notification Dated, the 25th
February, 2021,” February 25, 2021.

13 HKSAR, “Promulgation of National Law 2020,” June 30, 2020, arts.20-29, and 38. In a travel advisory, the U.S.
Department of State notes that “the National Security Law also covers offenses committed by non-Hong Kong
residents or organizations outside of Hong Kong, which could subject U.S. citizens who have been publicly critical
of the PRC to a heightened risk of arrest, detention, expulsion, or prosecution.” U.S. Department of State, “Hong
Kong Travel Advisory,” April 25, 2022.
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modified forglobal release to comply with censorship in aspecific market. One such case was Dr.
Strange (2016) in which the modifications affected the version of the movie shown outside China, not
only the version made forthe Chinese market.!*

Self-censorship occurs when individuals or businesses suppress their own speech to avoid offending
government censors and facilitate market access. Generally, self-censorshipis aby-product of the
application of censorship and surveillance measures. However, it can be difficult to distinguish between
changesincontentand products that are driven by self-censorship ratherthan market-based business
decisions.?®

Focus of the Report and Methodology

The consequences of censorship-related policies and practices can be significant for U.S. firms, espedially
U.S.-based audiovisual content producers and digital services firms, as they may restrict trade, impede
marketaccess, increase operational costs and reputationalrisks, or discourage foreign direct
investment. The Committee requested that this second reportinclude the following:

To the extent practicable, including through the use of survey data, an analysis of the trade and
economiceffects of such policies and practices on affected businessesin the United States and their
global operations. The analysis should includeto the extent practicable, quantitative and qualitative
impacts of the identified policies, including by reference, where identifiable, to:

a. Impactonemployment;

b. Directcosts (e.g.,compliance and entry costs);

c. Foregonerevenueandsales;

d. Self-censorship;and

e. Othereffectsthe Commission considerrelevant forthe Committee to know.

Thisreportusesinformation gathered from asurvey of U.S. businesses and case studiesto present
guantitative and qualitative analyses of the impacts of foreign censorship. The survey, which provides
primary source information gathered from U.S. businesses, and the case studies are explained further
below.

The current report focuses largely on Chinafortwo reasons. First, Chinais ranked by international
organizations as the mostrestrictive market across a number of indicators of free speech and
expression, and thisis supported by ourresearchin Foreign Censorship 1.1® Second, focusingona
particular market facilitated the collection of useful survey data, including by mitigating the challenges
of identifying businesses with useful information and having them collect data across multiple business
units. A benefit of limiting the survey to businesses operatingin Chinais thatitallowed the Commission
to ask detailed questions about experiences in that market. While focusing on China, the reportalso
includes analysis of censorship in other key markets when information is available.

14 Wong, “Doctor Strange’ Writer,” April 26,2016.
15 USITC, Foreign Censorship, Part 1,2022,57-58.
16 USITC, Foreign Censorship, Part 1,2022,30.
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Thisreportalso focuseson U.S. businessesinindustries commonlysubject to censorship, including
“digital and non-digital media (such as newspapers, journals, and magazines); producers and distributors
of audiovisual content (such as moviesand onlinevideo, television, books, music, and video games); and
social mediaandinternetsearch engines, as well as computer services more generally.”*” The focus on
these types of businessesis driven by ourresearch in Foreign Censorship 1 and survey results identifying
these industries as being most commonly subject to censorship, and is consistent with the Committee’s
request. As shown by the Commission’s survey results, censorship-related measures affect these
industries’ provision of particular products and services. The case study estimates on the economic
impacts of censorship-related measureson U.S. mediaand digital services providers show that the
largestimpacts are a result of marketaccess denials. The denial of marketaccessin Chinato U.S.
providers of these services allows Chinese competitors to capture market share, unencumbered by U.S.
competition. The supportfrom marketaccess denials can also allow Chinese competitors to compete
betterwith U.S. firmsinthird markets, particularly forservices that facilitatethe interaction of users
with each other, such as social mediaand communications services. While market access denials for
particular products and services may have objectives otherthan censorship, because of these products’
and services’ role in conveying speech, as well as other evidence concerning the specific market access
denialsaddressedinthisreport, this reportaddresses these measures as censorship-related.

The survey and case studies used to estimate the economiceffects of censorship-related practices in this
report are two complementary analytical approaches. The analysis of the Commission’s survey of U.S.
businesses active in China primarily provides estimates of the share of mediaand digital service
providersthatexperience censorship-related measuresin China. The survey’s results are statistically
representative of U.S. businesses that are commercially active in Chinasince January 1, 2019. The
second approach uses a set of case studies that estimate the impact of specifictypes of censorship-
related measures on particular products and services. Whilethe survey results provide a high-level
overview of U.S. mediaand digital services providers’ experiences with censorship-related measures,
the case studiestake amore detailed and nuanced look at the impact of censorship-related measures
on specific products and services.'® These case studies highlight examples where censorship-related
measures create additional costs orlead to foregone revenue for U.S. businesses. When possible, the
Commission uses available datafora product or service in akey marketto estimate foregonerevenue
and salesforU.S. businesses which appearto be due, atleastin part, to censorship-related measures.
Some of these estimates necessitate the use of broad assumptions and different time periods, that at
timesleadto large ranges of estimated effects. Inaddition, in certain cases of services disruptions, data
limitations required estimating economiclosses to alocal economy due to the shutdown of a specific
service orgroup of services provided by U.S. firms. Thisis a broader metricthan foregone revenue, asit
encompassesthe value those services provideto a market’s economy, beyond the impacttojustthe
U.S. businesses.?® When data are notavailable, we describe costs associated with censorship-related
measures qualitatively.

17 USITC, Foreign Censorship, Part 1,2022,22.

18 For the purposes of survey results, “U.S. media and digital services providers” refers to companies that offer
products and services that are audiovisual or digitalin nature (see tableF.5). The companies could offer other
products and services inaddition to media and digital services.

19 See casestudy on social media and user-generated video in chapter 3 for a more in-depth explanation of
economic losses.
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Information Sources

For thisreport, beyond the survey, the Commission relied oninformation from publicly available data
sources, such as the World Bank’s World Development Indicators, as well as fee-based data services,
such as Statista, to develop quantitative estimates of the impacts of foreign censorship-related
measures on U.S. businesses. Toreceiveinformation from the publiconthe matter, the Commission
held a publichearingonlJuly 1, 2021, and participantsincluded representatives of industry and trade
associations, academicinstitutions, and nongovernmental organizations. Written submissions were
received frominterested parties.2° The Commission also interviewed representatives from affected
industries, trade associations, and agencies of the U.S. government.

Challenges to Identifying and Quantifying the
Effects of Foreign Censorship

The effects of censorship are difficult to quantify, and the analysisin thisreport should be read with a
number of considerationsin mind. The survey results indicate that censorshipis alsoachallenge for
businesses toidentify and quantify. Notably, there were insufficient responses to survey questions
asking forfirms to estimate their costs and lost revenue due to censorship-related measures forthe
Commissionto produce estimates of these costs. Itisalso unknown the extent to which firms may have
been reluctantto be forthcomingabouttheir perceptions of censorship due to concerns that their
responses tothe survey may be subject to unauthorized disclosure. Furthermore, identifying instances
of censorshipis difficult, even forcompanies that experience them. Censorship is often context sensitive
and the policies thatare applied leave “room forarbitrary interpretation and enforcement.”?!
Censorship may occurthrough informal channels, such as recommendations from market consultants,
which adds to the challenge of identification. Also, asasurvey respondent noted, itis difficult for
businesses to discern whetheragovernment’s motivations forapolicy ormeasure are censorship or
otherwise.?? Censorship-enabling measures may often serve a mix of policy objectives and their effects
are unlikely to be fully attributable to censorship goals.® Forexample, companies may be denied
licenses to operate foravariety of reasons, including preventing the distribution of certain content.
Companies also may disagree on what constitutes censorship.2* And, as already noted, instances of self-
censorship may be difficult to distinguish from market-driven business decisions.

20 The public hearing was held jointly with the investigation for Foreign Censorship, Part 1 (Inv. No. 332-585).
Weritten submissions werealsoreceived jointly. A listof hearing participants and thesummaries of views of
interested parties can be found inappendixes C and D, respectively.

21 USITC, hearingtranscript,July 1,2021, 2057 (testimonies of Nigel Cory, Information Technology and Innovation
Foundation; Rachael Stelly, Computer & Communications Industry Association; DaphneKeller, Stanford University;
and Timothy Brightbill, Wiley Rein LLP).

22 USITC, Foreign Censorship Survey, 2021, questionnaire narrativeresponse.

23 When this occurs, the report provides such caveats for related analyses. Industry representative, interview by
USITC staff,January 20, 2022.

24 For example, some survey respondents do not consider restrictions on lesbian, gay, bisexual, transgender, and
queer (LGBTQ) content or depictions of Taiwan as censorship; rather, they view them as respectinglocal
sensitivities. USITC, Foreign Censorship Survey, 2021, questionnairenarrativeresponses.
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Evenwhen censorshipisidentified, U.S. businesses have often noted that they are unable toidentify the
direct effects or quantify them.?> Moreover, the costs of complying with censorship-related measures
can vary significantly. For example, modifying awebsite so it does not characterize Taiwan as a country
presents anegligible monetary cost.?® However, reshooting and editing parts of a feature filmwould be
far more expensive.?” Both would entail censorship but abusiness experiencing the formerwould not
associate significant costs with the act of censorship. Further, companies must weigh the costs of
complying with censorship-related measures against those of not complying. Noncompliance may lead
to a loss of marketaccess or the slowing of access to digital services, which would likely resultin
significant lost revenue, while the monetary cost of compliance could be farless.2® However, when U.S.
businesses comply with censorship-related measures, they also bearthe reputationalrisk of potential
backlash from U.S. customers, yet the impact and persistence of reputational damage is very difficult to
measure.?’

The difficulty is compounded by government’s use of toolsin addition to censorship to control the flow
of information and to reinforce the government’'s messaging, such as surveillanceand the flooding of
social mediaand otherinformation outlets with misinformation, disinformation, and propaganda.
Censorship may occurindirectly and informally, forexample, following investment by foreign companies
inU.S. businesses.

The types of products and services thatare primarily affected by censorship also present challenges to
analysis and limit the applicability of standard economic modeling tools. For example, digital products
and services are significantly impacted by censorship-related measures. However, these products and
servicestendto generate revenue through indirect means, such as sales to advertisers and potentially
otherways of leveraging user/consumer data. This detailed level of information is generally not
available which limits our ability to quantify how much censorship-related measures harm U.S.
businesses. Asaresult, the report mainly provides estimates of foregone revenue and sales resulting
from services disruptions or market access denial. 3’ In some instances we provide arange of estimates,
if data are not available to narrow the scope of an estimation and when impacts of censorship-related
measures vary by year and market.

Because of the challenges posed by identification and attributional issues regarding the effects of
censorship-related policies and practices, as well as the data limitations, there are many potential
effectson U.S. businesses thatthe Commissionis notable to quantify. Forexample, the risk of
censorship creates uncertainty for U.S. businesses in foreign markets, particularly forthose that provide
digital products and services. Heightened risk and uncertainty eventually increase costs, including when
the nature of what may be considered politically sensitive or objectionable may change.3! The cost of

25 Industry representative, interview by USITC staff, February 3, 2022; USITC, Foreign Censorship Survey, 2021,
questionnairenarrativeresponses.

26 USITC, Foreign Censorship Survey, 2021, questionnaire narrativeresponses.

27 See casestudy on box office movies in chapter 4.

28 USITC, Foreign Censorship Survey, 2021, questionnairenarrativeresponses.

23 Industry representative, interview by USITC staff, January 20, 2022.

30 Inthe caseof over-the-top communications services, we provide estimates of foregone users because of further
data limitations.

31 USITC, hearingtranscript,July 1,2021, 36, 57 (testimony of Maria Repnikova, Georgia State University).
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thisuncertaintyis not coveredin the estimates coveredin this report. This report also does not cover
downstream effects, which exporting companies did not directly experience.3? Similarly, there are
foreign multinationals with substantial U.S. operations and censorship-related measures may affect the
foreign parent, U.S. operations, orboth. There can also be spillover effects that foreign censorship-
related measures create. Forexample, businesses have noted that they have faced disruptions to their
way of doingbusiness andincreased costs from not being able to access tools and platforms that they
use, such as Google Workspaces and Microsoft Office 365, which hasimpacted theirglobal operations.*?
Also, restrictions on cloud computing, which may be related to censorship, may impact cloud-dependent
services that facilitate communications between users or deliver audiovisual content; however, the
Commission was unable to estimate what thatimpact might be. The threat of censorship and the
uncertainty it createsforbusinesses likely prevents businesses from even attempting to enterkey
markets.3* The Commission did not conduct an economy-wide survey, which would be required to
estimate the share of all U.S. companies thatdid notentera market because of censorship concerns.
Furthermore, the Commissionis unableto analyze the extentto which businessesinternalize topics for
self-censorship or quantify the economiceffects of self-censorship.

Box 1.1 Censorship During Russia’s Invasion of Ukraine

On February 24, 2022, Russialaunched an attack on Ukraine and the war is ongoing as of the writing of
thisreport.2 Amongthe issuesthatare arising due to this conflictis the enforcement of censorship
measures. Some of these measures have been applied to U.S. companies operatingin Russia by the
Russian government’s Federal Service for Supervision inthe Sphere of Telecom, Information
Technologies, and Mass Communications (Roskomnadzor). Facebook, Instagram, and Twitter have been
bannedin Russia, by order of Roskomnadzor—access to Twitter was initially throttled (i.e., slowed to the
point of being unusable). The ban of Facebook and Instagram has been upheld by a Russian court,
finding Meta (the platforms’ owner) guilty of carrying out extremist activities.” Based on statements
made by Meta, the Commission estimates Meta’s loss of advertising revenue, as a result of Russia’s ban
of Facebook and Instagram, is $144 million per month.cSince the ultimate length of the banis uncertain,
the total impact on Meta cannot be calculated.

There have also beenincreased pressures placed on journalists and news providersin Russia.
Roskomnadzor blocked access toa numberof news websitesincluding those of Voice of America, Radio
Liberty, and the BBC.? Furthermore, the Russian Parliament passed alaw that allows for 15-year prison
terms for the intentional spreading of “fake” news, which includes using the words “war” or “invasion”
to describe Russia’s actionsin Ukraine.cThe threat of potential prison sentences has reportedly led CNN,
the New York Times, and Bloomberg News to pull operations from Russia.

a Zinets and Vasovic, “Missiles Rain Down around Ukraine,” February 24, 2022.

b Bond, “Russia Reinstates Twitter Slowdown,” March 1,2022; Bond, “Russia Plans to Limit Instagram,” March 11,2022; Wall, “Russia Formally

Bans Instagram,” March 14, 2022; Meaker, “WhyWhatsApp Survived,” March 21, 2022; Tverskoy District Courtin Moscow, Decision onthe
Case N02-2473/2022, March 21, 2022.

32 For example, a number of manufacturers noted that their business model to operate in Chinais based on selling
their products through third parties in the market. These distributors may be impacted by censorship-related
measures. USITC, Foreign Censorship Survey, 2021, questionnairenarrativeresponses.

33 USITC, Foreign Censorship Survey, 2021, questionnairenarrativeresponses. See chapter 2 for results to question
2.9 from the Commission’s questionnaire.

34 Engine Advocacy, written submission tothe USITC, July 22,2021, 1; USITC, hearingtranscript,July 1, 2021,209
(testimony of Nigel Corey, Information Technology and Innovation Foundation).
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¢ USITC calculations. Meta’s total revenuein 2021 was $117.9 billion, of which the vast majority, $114.9 billion, was from advertising. Meta’s
CFO, Dave Wehner, recentlystated that Russia accounted for 1.5 percent of the company's total adverting sales. Thus, Meta’s advertising
revenue fromRussia totaled about $1.7 billion ($114.9 billionx0.015) in 2021, or about $144 million monthly ($1.7 billion/12). Meta Platforms,
Inc. “Form 10-K,” February 3, 2022, 93; Brown, “Russia’s Instagram, Facebook Bans,” March 11, 2022.

d Reuters, “Russia Blocks Access,” March 4,2022.

e Reuters, “Russia Fights Back,” March 4, 2022; Government of Russia, Federal Law No. 31-FZ, March 18,2019; Government of Russia, Federal
Law No. 32-FZ, March4, 2022.

fMangan, “New York Times Pulling Journalists,” March 8,2022.

Organization of the Report

The remainderof thisreportis organized around the two analytical approaches mentioned above.
Chapter 2 presentsthe results fromthe Commission’s survey. The chapter covers the Commission’s
survey approach, the survey’s challenges, analysis of the types of U.S. businesses that most frequently
experience censorship-related measures, and how they have been affected. Chapters 3and 4 provide
analysis of three censorship-related measures across six case studies (table 1.1). The case studies
include analysis that qualitatively discusses the types of costs that relate to specificcensorship-related
measures, when identifiable, as well as the Commission’s estimates of the impacts of those measures.
Chapter 3 focuses ondigital products and services, and chapter 4 covers box office movies, subscription
video streaming services, video games, and examples of extraterritorial censorship.

Table 1.1 Products and services covered, and censorship-related measures analyzed in case studies

Chapter Product/Services Censorship-related measures analyzed
3 Social media and user-generated video e Services disruptions
services e Market access restrictions

3 Over-the-top communications services e Services disruptions
e Market access restrictions

3 Internet search services e Services disruptions
e Market access restrictions

4 Box office movies e Premarket review andself-censorship
e Market access restrictions

4 Subscription video streaming services e Services disruptions

e Content restrictions
e Market access restrictions

4 Video games e Premarket review andself-censorship
e Market access restrictions

Note: Chapter4 includes a text box on publishing and journalismand a section on the specificexamples of extraterritorial censorship that have
impacted the National Basketball Association, Nike, Intel, American musicians, airlines, hotels, and educational institutions.
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Chapter 2

Prevalence and Effects of Censorship
on U.S Businesses Providing Media
and Digital Services in China

Summary of Key Findings from the Survey

In late 2021, the Commission conducted a survey of U.S. businesses operatingin China. The survey
soughtinformation about products and services provided by U.S. businesses operatingin Chinaand
theirexperiences with Chinese censorship-related measures since the beginning of 2019. The survey
also asked firms to quantify suchimpacts, as well as to describe them qualitatively, including perceived
impacts.

e The Commission’ssurvey foundthat U.S. businesses providing mediaand digital servicesin
China(i.e., “U.S. mediaand digital service providers in China”) were more likely to experience
censorship-related measuresthan all other U.S. businessesin China. Although almost a quarter
of U.S. mediaand digital service providers that were able to enterthe Chinese market,
representing more than half of the 2020 global revenue of all U.S. mediaand digital service
providers active in China, experienced these measures, this estimate may undercount U.S.
businesses’ actual experiences with censorship asinstances of censorship can be difficult for
businesses toidentify, particularly when censorship-enabling measures thatimpact business
activitiesrelated to speech are involved.*® Large U.S. mediaand digital service providers in China
experienced censorship-related measures at a significantly higher rate than similarsmall and
medium-sized enterprises (SMEs).

e Almostthree-quarters of U.S. mediaand digital service providers that experienced Chinese
censorship-related measures are concerned about negative impacts on their operationsin
China, includingtheirability to provide products and servicesin China.

e Almosthalfoflarge U.S. mediaand digital service providers that experienced censorship-related
measures had to self-censorin orderto provide products orservicesin China.

e Aboutthree-quarters of U.S. mediaand digital service providers that experienced censorship-
related measuresin China perceived censorship to be increasingly challenging to deal with in the
past few years.

e Of U.S. mediaand digital service providers that experienced censorship-related measuresin
China, over40 percent experienced increased costs of doing businessin Chinaand/orlost
revenue in Chinadue to Chinese censorship. However, the Commission did not receive enough
information on the magnitude of these losses to produce generalizable estimates that
extrapolate to the broader population.

35 See chapter 1 for further information regarding the difficulty of identifyinginstances of censorship. Furthermore,
U.S. businesses whoseservices were blocked priorto January 1, 2019 and did not receive revenues otherwise from
China may not be included in the survey.
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e Over80 percentof U.S. mediaand digital service providersin Chinawere also operatingin other
key markets where censorship-related measures are prevalent (Russia, Turkey, Vietnam, India,
and Indonesia); however, onlyabout 6 percent of those businesses experienced censorshipin
the otherkey markets.

All data presented inthis chapterare weighted results from this survey, referred to as the Commission’s
Foreign Censorship Survey, 2021.

Survey Background™

The Commission’s survey focuses on U.S. businesses currently or recently active in China, whether
through a Chinese shareholder, local subsidiary, joint venture, non-revenue generating operationsin
China, or some otherconnection. However, since thereis no publicly available database of such
businesses, the Commission compiled alist of 5,570 U.S.-based businesses that metat least one of the
following criteriathat may indicate companies are more likely to operate in China: (1) if privately held,
had foreign shareholders located in China; (2) had subsidiaries located in China; (3) wasinvolvedin
foreign directinvestment projectsin China; (4) wasinvolved in mergers oracquisitionin China; or (5)
had filed a patentin China.3” The Commission randomly selected 3,787 individual companies from the
compiledlisttosurvey and sentthem questionnaires. During the data collection phase, the Commission
conducted extensive email outreach to the sampled companies to ensure adequate responserates. The
survey had an overall response rate of 73.1 percent with 2,767 companies responding.

Based on the questionnaire responses, 57 percent of the companiesidentifiedin the listwere
commercially active in Chinasince January 1, 2019. A majority of the U.S. companies thatwere not
active in Chinahad filed only for patent protection there. Some of these companies that had only filed
for patent protection were stillinthe product development phase and had notyet begun generating
revenue. Generally, companies that were not commercially active in Chinawere excluded from further
analyses.3®

The results fromindividual responses were combined to produce statistically representative estimates
of the U.S. companies’ experiences with censorship-related measures in Chinaand theireffectson U.S.
businesses. Results were grouped into two broad product/service categories: (1) mediaand digital
services,and (2) all other businesses. This chapter primarily presents results of U.S. businesses providing
mediaand digital servicesin China. Mediaand digital services include film and television (TV), music,
video games, information contentincluding education services, communications services, search
engines, social media, e-commerce, onlinestores, and cloud storage.3°

36 For detailed information about the methodology for the survey, pleasesee appendixF.

37 The listwas generated usinginformation from multipledatabases availablethrough Bureau van Dijk. BvD
solutions, multipledatabases, received on May 20, 2021.

38 The Commission questionnaireasked U.S. companies if they had previously done, or attempted to do, business
inChinasincelanuary1,2019. Afew companies only had these activities with respectto China andthey are
includedinthe analysis.

3% For a detailed listof services included in media and digital services, pleasesee appendix F.
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Focus on U.S. Media and Digital Service
Providers

U.S. mediaand digital service providers are significantly affected by censorship-related measuresin
Chinaas speech-related activities are generally central to these companies’ business models.*° Some of
these businesses also offer other products and services in addition to mediaand digital services.

The report focuses on the results of U.S. mediaand digital services providersin this chapterasthese are
the industries mostimpacted by censorship-related policies and practices. The U.S. Senate Committee
on Finance (Committee) request letter asking the Commission to analyze the effects of censorship
policies and practices on affected U.S. businesses, notes that censorshipisacritical issue forthe digital
economy.*! Consistent with this, Foreign Censorship 1 noted that the industries most commonly subject
to censorship are mediaand digital services providers. Our survey results further confirmthis, finding
that one infive U.S. businesses activein China provides mediaand digital servicesin Chinaand that
almost one-quarter of those U.S. companies providing media and digital services experienced
censorship-related measuresin China. Onthe otherhand, U.S. companies providing products and
services otherthan mediaand digital services generally do not have speech-related activities as core to
theirbusiness models and thus less than 10 percent of these businesses experienced censorship-related
measuresin China. This significantly large variation in the way censorship is experienced by the
companies providing these two broad categories of products and services provides impetus to focus on
the results for U.S. mediaand digital service providersin Chinamore closely in this chapter.*?

Analysisinthis chapteralsoincludes results by business size. Large businesses are defined as companies
with more than $1.0 billionin annual global revenue orsales. Companies with annual revenue orsales
lessthan $1.0 billion are considered SMEs.** Additional results for media and digital service providersin
Chinacan be foundinappendix G, while results forall other businessesin China, which includes
manufacturing, agriculture, and service providers otherthan those providing media and digital services,
are availableinappendix H.

40 See appendix E for a definition of speech-related activities.

41 See appendix A for a copy of request letters.

42 The findings froma previous Commission investigation about digitaltradealso showed that content and digital
communications businesses were more likely to believe that censorship presented an obstacleto digital tradethan
all other businesses. USITC, Digital Trade in the U.S. and Global Economies, Part 2,2014,97.

43 The U.S. Small Business Administration uses North American Industry Classification System (NAICS) codes to
determine whether to use dollars or number of employees as a basis for measuringsize.In general, manufacturing
NAICS codes (31-33) use the number of employees for size classifications while other NAICS codes usedollars.
USITC used these standards to determine the metric for measuringthe sizes of industry groups. Also, Gartner,
“Small and Midsize Business (SMB),” accessed February 24, 2022.
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Challenges in Quantifying the Impacts of
Censorship-Related Measures

The questionnaire employed complex skip logicthatallowed only businesses that had responded
affirmatively to questions about experiencing censorship-related measuresin Chinatorespondto
related questions on the impacts of censorship.** Statistics compiled from responses to these sections of
the questionnairetherefore might not fully capture responses forbusinesses that had changed their
products and services, speech, oroverall business in Chinato avoid experiencing censorship. In addition,
the survey did notreach U.S. businesses that were not active between March 2020 and March 2021
because the sampling frame data was compiled in March 2021 and was limited to companies with
financial activity during that period. Forinclusioninthe survey, these active U.S. companies had to meet
at least one of the five criteriadescribed above thatindicate acommercial connection to China.
Accordingly, the survey did not reach businesses that may have considered operations in China but
decided against such operations due to censorship orotherconcerns.*

The economicimpact section of the questionnaire asked businesses to quantify the impacts of
censorship-related measuresin Chinaon both revenue and costs of doing businessin China. While many
businesses were able to determinethey experienced adecrease inrevenue oran increased cost of doing
businessin China, alarge portion of these businesses were unableto calculate an estimate of these
changes due to censorship-related measures. The Commission did not receive enough responses to
these questionsto produce generalizable estimates that can be extrapolated to the broader population.
Therefore, the limited quantifications of costs or revenue forgone that were received were excluded
fromthe analysis. Moreover, some businesses considerthe costs of complying with censorship as part of
the cost of doingbusiness in Chinaand may not have considered themselves to be economically
impacted by Chinese censorship, while other firms may not consider complying with Chinese censorship
to be costly, as the benefits of gaining access to the Chinese market outweigh the costs associated with
Chinese censorship. Finally, the costs of compliance with Chinese censorship-related measures may be
considered insignificant by some firms when compared to theirglobal revenues.*®

The Commission used various statistical measures to analyze the survey results. Box 2.1 provides more
information about these measures and theirinterpretation.

Box 2.1 Statistical Measures Used for Analysis

The following are commonly used statistical measures the Commission employed in the analysis of the
survey data.

Coefficient of Variation

44 Skiplogicis a questionnairedesign featurethat automatically skips certain questions or groups of questions that
do not pertainto a respondent based on how they have answered previous questions. For example, respondents
who indicated their business had notexperienced censorship-related measures would not be asked how
censorship-related measures had impacted their business.

45 As mentioned inchapter 1, suchananalysis would haverequired an economy-wide survey.

46 USITC, Foreign Censorship Survey, 2021, questionnairenarrativeresponses.

42 | www.usitc.gov



Chapter 2: Prevalence and Effects of Censorship on U.S. Businesses Providing Media and Digital Services
in China

The coefficient of variation (CV) is the ratio of the standard deviation to the mean and shows the extent
of variability in relation to the mean of the population. Itis generally expressed as a percentage. The
higherthe CV, the greaterthe level of dispersion around the mean. The lower the value of the CV, the
more precise the estimate.?In this chapter, all estimates have a CV of less than 50 percent. If an
estimate is presentedinanappendix with a CV greaterthan 50 percent, it will be noted asa low
precision estimate. A low precision estimate’s underlying data displays high levels of variance relative to
the estimate.

Margin of Error

The margin of error (MOE) is a measure of random variation underlyingasurvey’s results. Forexample,
a margin of error of plus or minus (£) 3 percentage points atthe 95 percent confidence level means that
if we fielded the same survey 100times, we would expect the result to be within 3 percentage points of
the true population value 95 of those times. The margin of error is driven by the sample size, variability
inthe population, and confidencelevel. A higher sample sizeresultsin asmaller margin of error while a
higher confidencelevel increases the margin of error.? If variability in the populationincreases, the
margin of errorincreases. Inthis report, the margin of erroris at the 95 percent confidence levelandis
presented with survey estimates as percentage points (ppts)in the text, tables, and figures.

Confidence Interval

The confidence interval (Cl) isarange of values thatis likely toinclude the population value with a
certain degree of confidence. Confidence intervals are computed by adding the margin of errorto the
mean to calculate the upperlimit of the interval and similarly subtracting the margin of errorfrom the
mean to calculate the lowerlimit.cIn thisreport, and unless otherwise noted, the Cl at a 95 percent
confidence levelforapointestimate is visually represented in figures using arange bar. Overlapping
bars do notindicate lack of statistical significance (forexample, see figure 2.3).

Probability value (p-value)

A probability value, commonly known as p-value, is a statistical measurement used to validate a
hypothesis against observed data. As p-values are generally used in this report to compare two groups
(e.g., large vs small businesses), the hypothesisisthatthere is no difference between the two groups.
The smallerthe p-value, the strongerthe evidence that there is adifference between the means of two
groups beingcompared.®In this chapter, a p-value less than 0.05 is considered statistically significant. P-
values below the threshold of 0.05 are indicated in footnotes throughout the chapter. Use of the term
“significantly” in the textalsoindicates statistical significance between the compared groups.

Interpreting Survey Results

Here is an example of how tointerpretthe results presentedin this chapter. The share of U.S.
businesses active in Chinathat were mediaand digital service providers was 21.4 percent + 2.0 ppts.
Here 21.4 percentisthe survey estimate while+2.0 pptsis the margin of errorin percentage points at
the 95 percent confidence level. This means that if we conducted the survey 100 times, the survey
estimates forthe share of U.S. businesses active in Chinathat were mediaand digital service providers
would be expectedtofall between 19.4 percentand 23.4 percent 95 out of 100 times.

a Abdi, “Coefficient of Variation,” 2010.

b Ramachandran and Tsokos, Mathematical Statistics with Applications in R, 2020,223.
¢Burruss and Bray, Encyclopedia of Social Measurement, 2005, 455.

dBeers, “P-value,” March5, 2022.
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Landscape of U.S. Businesses Active in China

Abouta fifth (21.4 percent + 2.0 ppts) of businesses inthe United States that were commercially active
in China provided mediaand digital servicesin Chinaand these firms accounted for43.8 percent+ 12.6
ppts of global revenue for U.S. businesses activein Chinain 2020. This chapter referstothese
companiesas “U.S. mediaand digital service providersin China.” Of the U.S. mediaand digital service
providersactive in China, slightly over one-half (52.4 percent £ 4.4 ppts) were large. Large U.S. media
and digital service providers accounted for nearly all 2020 global revenue of these U.S. businesses active
in China.

The types of mediaand digital services provided by U.S. businesses active in Chinaare listed below in
table 2.1 along with the share of U.S. businesses activein Chinathat provide those services. For
example, more than athird of U.S. mediaand digital service providersin China provided cloud storage,
computing services, and software and more than a third provided information content development and
distribution, including educational services.

Table 2.1 Shares of U.S. mediaand digital service providersin China, by product or service category

providedin China, since January 1, 2019
Sharesinpercentages. Marginof error (MOE) for 95 percent confidence level in percentage points (ppts); d.s. =data are
suppressedto protect confidentiality.

Product or Service Category Share + MOE
Cloud storage, computing services, and software 36.5+5.2
Information content development/distribution and educational services 35.2+4.6
Individual company’s onlinestore or web app 31.3+4.6
E-commerce shoppingplatforms 133+34
Communications services 9.7+3.2
Social media 6927
Filmand television (TV) 53+24
Music development/distribution/licensing/radio broadcasting 28+1.8
Video game development/distribution 2716
Search engines ds.

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestion 1.3.
Note: The products orservice categories were not mutuallyexclusive, meaning a single business could choose multiple products and services
categories,so shares will not add to 100 percent. More detailed definitions for these products and services can be found in appendix E.

Experience with Censorship-Related Measures

Censorship policies and practices can be broadly grouped into two categories: measures that directly
target speech forsuppression, and those that can operate, in some circumstances, to enable orfacilitate
censorship.*’ Together, thesetwo categories are referred to as censorship-related measures.

The first category, referred to hereafteras direct censorship measures, consists of short- orlong-term
internet shutdowns,*® blocking orfiltering of digital products based on the content, and targeted denial

47 USITC, Foreign Censorship, Part 1,2022,9.
48 Accordingto the survey, a short-term internet shutdown is one that lasts 48 hours or less, whilea long-term
internet shutdown lasts longer than 48 hours. See appendix E, question 2.1a.
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of market access, or slowing of access, to products based on content. Italso includes harm orthreats of
criminal orcivil harm againsta business’s employees orits products based on speech-related activities.

The second category, censorship-enabling measures, facilitates agovernment’s ability to suppress
speech.* Such measures mayinclude, depending on context, intermediary liability rules, requirements
to turn overa copy of personal information of customers or users to authorities, datalocalization
measures, local presencerequirements, and foreign ownership restrictions. The survey asked firms to
identify whetherthey had experienced these specificacts, policies, or practices as an impedimentto
business activities related to speech.>°

Almost one-quarter(23.8 percent + 4.4 ppts) of U.S. mediaand digital service providersin China
experienced censorship-related measures in Chinathat affected their ability to provide orsell their
products and servicesinthe Chinese market; these businesses represent more than half (51.5 percent +
24.7 ppts) of the 2020 global revenue of all U.S. mediaand digital service providers operatingin China.
Large U.S. mediaand digital service providers experienced censorship-related measures at a significantly
higherrate than SMEs.>! This result appears consistent with findings from a previous Commission survey
which focused exclusively on digital trade.>?

43 USITC, Foreign Censorship, Part 1,2022,10.

50 See question 2.2a, appendixE.

51 p-value=0.001.

52 pleasenote that the previous Commission survey focused on a broader population of U.S. firms and did not
focus on their operations inanyspecific market. Large digital communications firms were the most likely to believe
that censorship presents a “substantial or very substantial” obstacle,at 12 percent while only low percentages of
SMEs perceived censorshiptobe a “substantial or very substantial” obstacle. USITC, Digital Trade in the U.S. and
Global Economies, Part 2,2014, 97 (figure 4.6).
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Figure 2.1 Shares of U.S. mediaand digital service providers in Chinathat experienced censorship-
related measures, by business size

In percentage. The thinvertical line that extends outward fromeach estimate represents a 95 percent confidence interval of
the estimate. SME = small and medium-sized enterprise. Underlying data for this figure canbe foundinappendixJ, table J.1.
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Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.1a,and 2.2a.

Experiences with Direct Censorship Measures

Oneinfive (19.7 percent+ 4.1 ppts) U.S. mediaand digital service providers operatingin Chinahad
occasionally orregularly experienced censorship measures in Chinathat directly targeted speech for
suppression and affected theirability to provide orsell their products and services in the Chinese market
(figure 2.2). These firms accounted foralmost half (49.5 percent + 24.5 ppts) of global revenues forall
U.S. mediaanddigital service providersin China. Among U.S. media and digital service providersin
China, more large firms experienced direct censorship measures than did SMEs. >3

53 p-value= 0.004.
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Figure 2.2 Shares of U.S. mediaand digital service providersin Chinathat experienced direct censorship
measuresin China, by business size

Sharesinpercentages. The thinverticalline that extends outward from each estimate re presents a 95 perce nt confidence
interval of the estimate. SME = small and medium-sized enterprise. Underlyingdata for thisfigure canbe foundinappendixJ,
tablelJ.2.
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Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 2.1a.

The most common type of direct censorship measures that U.S. mediaand digital service providers
experiencedin Chinawere restrictions on or requirements to modify the content of any of the
business’s products, services, or public-facing materials because it was found to be objectionable forany
reason (figure 2.3). Significantly more large U.S. media and digital service providersin China experienced
restrictions on or requirements to modify content than U.S. SMEs in the Chinese market.>* Another
direct censorship measure commonly experienced by mediaand digital service providers was blocking
or filtering of digital products and services or denial of market access to digital services based on speech-
related activities.

54 p-value= 0.001.
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Figure 2.3 Shares of U.S. mediaand digital service providersin China, affected by type of direct
censorship measures and business size
In percentages. The thinvertical line that extends outward from each estimate represents a 95 percent confidence interval of

the estimate. SME =small and medium-sized enterprise; d.s. = data suppressed to protect confidentiality. Underlying data for
this figure canbe found inappendixJ, tableJ.3.
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Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 2.1a.

Notes: Restrictions onor requirements to modify contentrefer to modifications tothe content of an organization’s products, services, or
public-facing materials on the grounds that itis objectionable for any reason. Blocking or filtering and targeted denial refer toblocking or
filtering of digital products or services and targeted denial of market access of the digital products or services based on speech related
activities. Intemet shutdowns include both short-termand long-terminternet shutdowns. A short-term internet shutdown lasts for 48 hours or
less while along-term internet shutdown lasts for more than48 hours. Harm orthreats refer toharm andthreats of criminal or civil harm, exit
bans, or other forms of reprisal against an organization’s employees, brand, or products based on speech-related activities orgovemment-
initiated boycotts. Theresultsinthis graph arerelated to the following question: “Since January 1, 2019, how often the following acts, policies,
and practicesin Chinaimpactedyourbusiness’s ability to provide or sell your products and services?” The results in this graph combines
responses that selected “occasionally” or “regularly” toquestion 2.1a.

Experiences with Censorship-Enabling Measures

FewerU.S. mediaand digital service providersin Chinaexperienced censorship-enabling measures that
impact business activities related to speech compared to those that experienced direct censorship
measures. About 14 percent of U.S. mediaand digital service providers experienced censorship-enabling
measuresin Chinathataffected theirability to provide orsell products and servicesin the Chinese
market (figure 2.4). These businesses represented almost 39.5 percent + 23.0 ppts of 2020 global
revenues forall U.S. mediaand digital service providers active in China. More large U.S. mediaand
digital service providers experienced censorship-enabling measures than SMEs.>®

55 p-value= 0.001.
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Figure 2.4 Shares of U.S. mediaand digital service providers that experienced any censorship-enabling
measuresin Chinasince January 1, 2019, by business size

In percentages. The thinvertical line that extends outward from each estimate re presents a 95 percent confidence interval of
the estimate. SME =small and medium-sized enterprise. Underlying data for this figure canbe foundinappendixJ, table J.4.
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Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 2.2a.

Note: The resultsin this graphare relatedto the following question: “Since January 1, 2019, has your business experienced the following acts,
policies,and practices in China that may have enabled censorship andaffected your ability to provide or sell your products and services in the
Chinese market?” For each of the acts, polices, and practices, we asked that businesses onlyreport experiences that affected the pursuit of
business activities related to speech.

The two most experienced censorship-enabling measures by U.S. mediaand digital service providersin
Chinawere datalocalization measures and local presence requirements. Almost 10 percent of U.S.
mediaanddigital service providersin Chinaexperienced datalocalization measures and local presence
requirements that affected their pursuit of business activities related to speech inthe Chinese market
(figure 2.5). Requirements to only use state-approved virtual private networks (VPN) isalsoa
censorship-enabling measure that was experienced by about 5 percent (4.9 percent £ 2.4 ppts) of U.S.
mediaanddigital service providersin China. Large U.S. mediaand digital service providersin China
experienced foreign ownership restrictions and local presence requirements at a significantly higher rate
than experienced by SMEs.>® Large businesses experienced datalocalization measures and local
presence requirements at twice the rate of SMEs.>?

56 p.value= 0.004.
57 p-value= 0.048.
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Figure 2.5 Shares of U.S. mediaand digital service providersin China that experienced specific
censorship-enabling measures, by business size

In percentages. The thinvertical line that extends outward from each estimate represents a 95 percent confidence interval of
the estimate. SMEs = small and medium-sized e nterprises. Underlyingdata for this figure can be found in appendixJ, table J.5.
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Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 2.2a.

Notes: “All other” category includes intermediary liability rules, requirements to tum over personal information of customers or user,and
requirements to publiclyapologize for statements made bythe business or byemployees. The results inthis graph are related to the following
question: “SinceJanuary 1, 2019, has your business experienced the following acts, policies, and practices in China that mayhave enabled
censorship and affected your ability to provide or sell your products and services in the Chinese market?” For each of the acts, polices, and
practices, we askedthat businesses only report experiences thataffected the pursuit of business activities related tospeech.

Effects of Censorship-Related Measures

U.S. mediaanddigital service providersin Chinathat experienced censorship-related measures (also
referredtoas “censored U.S. mediaand digital service providersin China”) wereimpacted by censorship
invarious ways. More than half (50.8 percent+ 11.3 ppts) of censored U.S. mediaand digital service
providersin Chinawere negatively impacted by censorship-related measures.>® Common negative
impacts due to censorship-related measures that businesses face include additional costs of compliance
due to data localization and licensing requirements, bans or limits on delivery of educational/training
content, and limits on which products and services businesses offered in China, which may be onlya
subset of their portfolio. However, forsome U.S. companies, the impacts of censorship-related
measures may have been overshadowed by impacts from otherbusiness challengesin Chinanot related
to censorship, such as protection of intellectual property.>®

58 The shareof censored U.S. media and digital service providers thatwere negatively impacted by censorship-
related measures does not differ significantly by size.
53 USITC, Foreign Censorship Survey, 2021, questionnaire narrativeresponses.
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More than half of those businesses (54.9 percent + 14.7 ppts) that were negatively impacted reduced
provision of products orservices due to Chinese censorship-related measures. About athird (29.2
percent+13.5 ppts) were unsuccessful in providing products and services, or stopped providing media
and digital services, in responseto those policies.5°

Some U.S. mediaand digital service providers in China have had to make changesto theirproducts and
servicesin Chinaas a result of censorship-related measures. Two-thirds (66.5 percent+ 10.1 ppts) of
censored U.S. mediaand digital service providers had theirservices impacted and experienced at least
one effectlistedintable 2.2. About 40 percent (40.4 percent + 10.2 ppts) of censored U.S. mediaand
digital service providers modified theirintended services and content offered in Chinawhile more than a
third had increased costs of doing business due to the costs associated with complying with censorship-
related requirements or provided only asubset of their full suite of products orservicesin Chinaasa
result of censorship-related measures.%?

Table 2.2 Shares of censored U.S. mediaand digital service providersin China experiencing specific

effects of censorship-related measures
Sharesinpercentages. Margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Effects on U.S. businesses resulting from Chinese censorship-related measures Share + MOE
Modify its intended services or content offered in China 40.4 £10.2
Reduced uniformity of products and services acrossinternational markets 359+10.8
Costs of doing business in China haveincreased because of the costs associated with 354+9.3
complying with measures

Only provides/sellsa subsetofits full suite of products and services in China 34.8+10.0
Modified its products and services, or changed its behavior, after learningaboutactions by 22.6+9.3
the Chinese Government towards another company because of their speech-related activities

Reduced its efforts to do business in China becauseofthe costs associated with complying 20.4+8.8
with measures

Reduced its efforts to do business in China becauseofthe uncertaintyinthe business 16.7 £8.2
environment

Required to limitor deny access toits products and services for certain users 15975
Ceased doingbusiness in China, atleastpartly because of the government’s censorship- 7.7+6.1
related measures

Changes to products applied to other markets to maintain uniformity or because itis 6.2+45

impractical to adaptproducts for different markets

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 2.8.
Note: U.S. media and digital service providers that ceased doing business in China mayhave only done sofor certain lines of business.

Chinahas implemented legislation and technologies to regulate the domesticinternet.?? These
regulations facilitate internet censorship in China by blocking access to selected foreign websites and
internettoolssuch as Facebook, Twitter, Google search, and non-sanctioned VPNs and by slowing down
cross-borderinternet traffic. These limitations may impact business operationsin China orglobally.

60 When consideringall U.S.media and digital service providers in China, 6.6 percent £ 2.5 ppts reduced their
provision of products or services and 3.5 percent * 2.1 ppts were unsuccessful in providing products and services
or stopped providingservices.

61 These shares do not vary significantly between large businesses and SMEs.

62 See USITC, Foreign Censorship, Partl, 2022, 13-15.
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Almost half (44.7 percent + 11.0 ppts) of censored U.S. media and digital service providersin Chinawere
unable toaccess online tools, such as cloud-based software, which impacted their operationsin China.5?
These types of restrictions mostly impacted censored U.S. media and digital services providers
operations specificto Chinaratherthan globally (figure 2.6).

Figure 2.6 Shares of censored U.S. media and digital service providers that experienced limitations that
impacted business operationsin China, by type of limitation

Sharesinpercentages. The thinverticalline that extends outward from each estimate re presents a 95 percent confidence
interval of the estimate. Underlying data for thisfigure can be foundinappendixJ, table J.6.
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Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 2.9.
Note: “Inability to access online tools” includes cloud-based software. “Inability to access blocked websites and content” includes websites
such as Facebook, YouTube, and Twitter. “Impact onglobal operations” includes impact inboth China and other countries.

Self-Censorship

Self-censorship involves censoring or suppressingone’s own speech to avoid offending government
censorsor to facilitate market access.® Itincludes preemptively editing content to obtain approval from
the government of Chinato do business. Common self-censorship practices largely include modifying
specificreferencesto places like Hong Kong, Taiwan, and Macau in a business’ public-facing materials,
and in some cases, removing functionality in some products to avoid the possibility of censorship. %
Almost 40 percent (39.9 percent + 10.7 ppts) of U.S. mediaand digital service providers that
experienced censorship-related measures had to self-censorin orderto provide products or servicesin

63 These limitations werealso faced by businesses other than those providing media and digital services ata similar
rate. This indicates thatthe impact of these limitationsisequally feltbyall businesses, regardless of the type
products and services they provide (table H.11).

64 USITC, Foreign Censorship, Part 1,2022,13.

65 USITC, Foreign Censorship Survey, 2021, questionnairenarrativeresponses to question 2.10.
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China(figure 2.7).% This percentage is significantly higherforlarge U.S. mediaand digital service
providersin Chinathanthat for SMEs. %’

Figure 2.7 Shares of U.S. mediaand digital service providers experiencing censorship-related measures
in Chinathat have self-censoredin orderto provide products and servicesin China, by business size

Sharesinpercentages. The thinverticalline that extends outward from each estimate re presents a 95 percent confidence

interval of the estimate. SME = small and medium-sized enterprise. Underlyingdata for thisfigure canbe foundinappendixJ,
tableJ.7.
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Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 2.10.

Because of concerns with Chinese censorship-related measures, about 1in 10 (11.2 percent + 6.4 ppts)
censored U.S. mediaanddigital service providersin Chinamoderated or limited activity on social media
posts by official company accounts whileasmallershare (6.1 percent + 5.1 ppts) of U.S. businesses
moderated or limited activityon social media by company employees.

Extraterritorial Effects

Extraterritorial censorship occurs when agovernment manages to suppress speech outside of its
borders. Chinahasa history of usingeconomiccoercion to advance censorship goals when the targeted
speechislegal inthejurisdiction where it occurred.®® Some (15.0 percent+ 7.6 ppts) U.S. mediaand
digital service providers self-censored with respect to speech-related activities outside of China due to
Chinese censorship-related measures. This shows that there is asubstantial extraterritorial aspect to

66 When consideringall U.S.media and digital service providers in China, 9.5 percent + 3.0 ppts self-censored.
67 p-value=0.015.

68 USITC, Foreign Censorship, Part 1,2022,12. See chapter 4 inthis report for notable examples of extraterritorial
censorship.
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self-censorship. More than 10 percent(12.7 percent + 7.8 ppts) of U.S. mediaand digital service
providersin Chinathatexperienced Chinese censorship-related measures experienced a negative or
mixed impactsincludingimpacts onthe design and functionality of their products orservices provided
outside of China.®® There was some impact on products and services provided inthe U.S. (7.4 percent £
6.4 ppts) buta slightly higherimpact on products and services provided in other markets (9.2 percent £
6.7 ppts).”° Othermarketsinclude, but are notlimited to, Taiwan, Hong Kong, and adjacent Southeast
Asian markets.”?

Perceived Impacts on Products and Services
and Business Operations

The questionnaire asked about businesses’ perceptions of how censorship mightimpacttheminthe
future and about doing business in China while dealing with censorship-related measures. Nearly three-
fourths (72.3 percent+ 10.0 ppts) of U.S. mediaand digital service providersin Chinathatexperienced
Chinese censorship-related measures were concerned aboutimpacts on theirability to provide products
and servicesin China (figure 2.8); by comparison, 17.0 percent + 6.6 ppts were concerned aboutimpacts
on theirability to provide products and services outside of China.

6% The shareof censored U.S. media and digital service providers in China thatalso operatein other markets
aroundthe world is 93.4 percent £ 2.9 ppts.

70 U.S. businesses experiencing Chinese censorship-related measures may experience extraterritorial censorship
both withinand outside the United States, soshares will notaddto 100 percent.

71 USITC, Foreign Censorship Survey, 2021, questionnairenarrativeresponses to question 2.11.
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Figure 2.8 Shares of censored U.S. media and digital service providers that are concerned Chinese
censorship will have anegativeimpact on theirability to provide products and services in China, by
businesssize

Sharesinpercentages. The thinverticalline that extends outward from each estimate represents a 95 percent confidence

interval of the estimate. SME = small and medium-sized enterprise. Underlying data for thisfigure canbe foundinappendixJ,
tablel.8.
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Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 3.1.
Note: When considering all U.S. media and digital service providers, fewer than 20 percent(16.4 percent + 3.8 ppts) were concermned about
Chinese censorship’simpacts ontheirability to provide products and servicesin China.

Of the censored mediaand digital service providers, slightly more SMEs (81.1 percent+ 17.3 ppts) were
concerned about negative impacts on theirability to provide products and services in Chinacompared
to concerns of large businesses (68.2 percent + 11.5 ppts), though this difference is not statistically
significant.

Similarly, most censored U.S. mediaand digital service providers (75.8 percent + 9.7 ppts) were
concerned Chinese censorship-related measures would negatively impact their operationsin China, and
this concern does not differsignificantly by business size (figure 2.9).7> The degree of concern, though,
varied considerably among businesses where a majority (61.0 percent+ 10.5 ppts) of U.S. mediaand
digital service providers were moderately concerned whileasmall share was very concerned.

72 When consideringall U.S.media and digital services providersin China, 16.8 percent + 3.8 ppts were concerned
that Chinese censorship-related measures would negatively impacttheir operations outside of China.
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Figure 2.9 Shares of censored U.S. media and digital service providersin Chinathatare concerned
Chinese censorship will have a negative impact on theiroperationsin China, by business size

Sharesinpercentages. SME =small and medium-sized enterprise. Underlying data for this figure can be found in appendixJ,
tablel.9.
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Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 3.2.

Perceived Change in Censorship

Chinese censorship has become more challengingin the pastfew years for most censored U.S. media
and digital service providersin China(72.0 percent = 10.5 ppts) (figure 2.10).73 This does not differ
significantly by business size.

73 When consideringall U.S.media and digital service providers in China, Chinese censorship has become more
challenginginthe pastfew years for 13.2 percent + 3.3 ppts of these providers.
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Figure 2.10 Shares of censored U.S. mediaand digital service providers for which Chinese censorship
has become more challenging, by business size

Sharesinpercentages. The thinverticalline that extends outward from each estimate represents a 95 percent confidence
interval of the estimate. SME = small and medium-sized enterprise. Underlyingdata for thisfigure canbe foundinappendixJ,
tablelJ.10.
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Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 3.3.

Some U.S. businesses perceived that China has beenincreasingits requirements and restrictions,
enforcement, and scrutiny of content, as well as being more proactive in finding violators of Chinese
policies within the pastfew years.”* They stated that policy changes have notbeenclearly
communicated, which makes compliance and the approval process more difficult. Political sensitivity has
increased as well.”®

Comparison to Chinese-Owned Businesses

More than half of censored U.S. mediaand digital service providersin China(52.3percent+ 14.2 ppts)
perceived thatthey experienced higherlevels of requirements and enforcement of policies related to
censoring content by the Chinese government compared to their perceptions of the experiences of
Chinese-owned businesses. Only 13.5 percent + 7.3 ppts of censored U.S. mediaand digital service
providersin Chinaperceived that they experienced lower requirements than did Chinese-owned
businesses. The difference between the perceived experiences of large businesses and SMEs is not
statistically significant.

74 USITC, Foreign Censorship Survey, 2021, questionnairenarrativeresponses.
75 USITC, Foreign Censorship Survey, 2021, questionnairenarrativeresponses.
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Impact on Brand Perception in the United States

Most censored U.S. mediaand digital service providers complied with requirements fromthe Chinese
governmentto modify online content, products, orservices (95.6 percent + 8.6 ppts). As a result of this
compliance, aboutonein five (20.3 percent+ 12.9 ppts) censored U.S. mediaand digital service
providersin Chinaconsidertheirbrand perception by U.S. customers to have been negatively impacted,
while nearly two-thirds (64.5 percent £ 15.3 ppts) do not considertheirbrand perceptionto be
impacted.’®

Economic Impacts of Chinese Censorship

Economicimpactsin the context of this section include impacts of Chinese censorship-related measures
on a business’srevenueand costs of doing businessin China. Businesses noted that quantifying these
impactsis difficultforavariety of reasons. One reasonisthat they are unable to directly relate
increased costs or revenue losses to Chinese censorship ratherthan some other barrierto trade (e.g.,
domesticsupports). Also, some companies do not have the resources to analyze the impact of
censorship ontheirbusiness. The Commission did notreceive enough responses to these questions to
produce generalizable estimates and extrapolate results to the broader population. Therefore,
guantifications of the impact of Chinese censorship on abusiness’s revenue and costs are not
presented.

Additionally, businesses may not have been able to quantify all negative impacts interms of higher costs
or lowerrevenues. Forexample, as discussed above, more than half of censored U.S. media and digital
service providers were negatively impacted by censorship-related measures.’” However, the discussion
below points out that only slightly more than 40 percent were economically impacted (i.e., experienced
impacts on revenue or costs).

The questionnaire also soughtinformation on the impacts of censorship-related measures on U.S.
employment. However, over 90 percent (90.7 percent+ 11.5 ppts) of censored U.S. mediaand digital
services providers that were economically impacted did not experience animpact to their U.S.
employmentas a result of censorship-related measuresin China.”®

Prevalence of Economic Impacts

Over40 percent(41.8 percent £ 9.6 ppts) of censored U.S. media and digital service providers also
experienced impacts on revenues and costs of doing business in China due to Chinese censorship-

76 The remainingbusinesses (15.2 percent = 10.2 ppts) consider the impact on their brand perception to be mixed.
77 The questionnaire provides examples of negative impacts, whichincludedenial of market entry for certain
products and services and reduction in their quality because of perceived or explicitlimitations on speech and
content. Economicimpacts for the purposeof this report areimpacts to a company’s costs (in or outside China),
revenue, and/or U.S. employment.

78 The top end of the confidenceinterval’s rangeis limited to 100 percent, despite the estimate’s MOE. As noted
earlier,the survey collected limited information from businesses thatwere unableto enter the Chinese market.
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related measures (figure 2.11). Thisimpact does not differsignificantly between large businesses and
SMEs.

When consideringall U.S. mediaand digital service providersin China, 9.9 percent+ 3.1 ppts were
economicallyimpacted by censorship-related measures. These firms represent 32.3 percent + 21.7 ppts
of global revenuein 2020 for U.S. businesses providing mediaand digital servicesin China.

Figure 2.11 Distribution of U.S. mediaand digital service providers in Chinathat experienced and were
economically impacted by Chinese censorship-related measures

Sharesinpercentages. Underlying data for this figure can be found inappendixJ, tableJ.11.
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Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.1a,2.2a, and 4.1.

There could be a few reasonsthat U.S. businesses active in Chinathat experienced censorship report
that they may not be economically impacted by these Chinese censorship-related measures. Many,
particularly multinational companies, stated in narrative responses that theirrevenue losses due to
complying with Chinese censorship-related measures were minor or negligible relative to theirentire
global revenue. They may not considerthese losses to be a material impactto theiroperations, orthe
losses may be offset by the revenue generated from operatingin the market while complying with
censorship-related measures. The censorship-related policies may not have had a discernible impacton
theirbusinesses relativeto otherbusiness challenges and thus may not have had a quantifiableimpact
to theirrevenue orcostsin China. Additionally, many U.S. businesses have limited business activitiesin
Chinato reduce the effects of Chinese censorship and other barriers on overall business. Further, some
U.S. businesses may be unable to differentiate the costs of Chinese censorship from othernon-
censorship-related marketaccess barriers.”®

78 USITC, Foreign Censorship Survey, 2021, questionnairenarrativeresponses.
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Impact on U.S. Businesses’ Costs and Revenues

Most (86.5 percent+ 12.5 ppts) censored U.S. mediaand digital service providersin Chinathat were
economically impacted by Chinese censorship-related measures have faced increased costs of doing
businessin Chinabecause of these measures (figure 2.12).

Figure 2.12 Net effects of Chinese censorship on costs of doing business in China of U.S. mediaand
digital service providers, by subsets of the population

Sharesinpercentages. Underlying data for this figure can be found inappendixJ, table J.12.

Censored U.S. media & digital service Censored U.S. media &
providers economically impacted by digital service providersin
Chinese censorship China

35.4% * 6.4 ppts
86.5% = 9.3 ppts

Increased costs of doing business in China No impact on costs of doing business in China
Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.1a,2.2a,4.1,and4.5.

When considering censored U.S. mediaand digital service providersin China, slightly more than one-
third of them had an increase in costs of doing businessin Chinabecause of these measures. This s
consistent with earlier findings in the chapterstating that costs of doing businessin China have
increased because of the costs associated with complying with censorship-related measures forabout
one-third of censored U.S. mediaand digital service providersin China.

Impacts of censorship-related measuresin Chinaonabusiness’s revenueorsalesin Chinawere similar
to impacts on costs of doing businessin China. Over80percent of censored U.S. mediaand digital
service providersin Chinathat were economically impacted by Chinese censorship-related measures
had lost or foregone revenue orsalesin China(figure 2.13).
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Figure 2.13 Neteffects of Chinese censorship on revenue orsalesin China of U.S. media and digital
service providers, by subsets of the population

Sharesinpercentages. Underlying data for this figure can be found inappendixJ, table J.13.

Censored U.S. media & digital Censored U.S. media & digital
service providers economically service providersin China
impacted by Chinese censorship

34.1% + 9.3 ppts
81.6% * 19.8 ppts

Lost or foregone revenue or sales in China No impact on business's revenue or sales in China

Source: USITC, Foreign Censorship Survey, 2021, weighted responsestoquestions 1.3, 2.1a,2.2a,4.1,and4.2.

Censorship-Related Measures in Key Markets
Outside of China™

Businesses with active operationsin Chinawere asked about whether they experienced censorship
outside of China. The majority (81.8 percent = 4.5 ppts) of all U.S. mediaand digital service providersin
Chinaalsooperate in other key markets where censorship-related policies and practices are prevalent,
discussedin Foreign Censorship Part 1.8 Of these operatingin otherkey markets, 6.3 percent = 2.4 ppts
had experienced censorship-related measures in key markets otherthan Chinasince 2019. Large U.S.
mediaanddigital service providersin Chinaexperienced censorship-related measuresin otherkey
markets at a significantly higher rate of 10.0 percent+ 4.2 ppts compared to SMEs, at a rate of 2.1
percent 2.0 ppts.8?

Additionally, most censored U.S. mediaand digital service providersin Chinaare also operatingin other
key markets (90.0 percent+ 6.7 ppts). However, only 22.4 percent = 8.3 ppts of these companies had

80 The Commission questionnaireasked aboutbusiness operations in markets acrosstheworld. Analysis in this
sectionis limited to the key markets identified in the Commission’s Foreign Censorship 1 report. Data for all other
markets are shown intable G.24.

81 Qutside of China, the other key markets are Russia, Turkey, Vietnam, India, and Indonesia.USITC, Foreign
Censorship, Part 1,2022,15.

82 p-yalue= 0.043.
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experienced censorship in other key markets where they operate. Significantly more large U.S. media
and digital service providers that experienced censorship in Chinaalso experienced censorship in other
key markets, a rate nearly triple that experienced by SMEs (28.4 percent+ 10.8 pptsand 9.7 percent+
10.3 ppts, respectively).®

U.S. mediaanddigital service providers operated in key markets and experienced censorship inthose
markets at various rates. Specifically, 79.5 percent + 4.8 ppts of U.S. mediaand digital service providers
operatingin Chinaalso operatedinIndia, and 3.5 percent = 1.9 ppts of these businesses experienced
censorship-related measuresin India (figure 2.14). Additionally, two-thirds (67.6 percent + 5.3 ppts) of
U.S. mediaanddigital service providersin Chinaalso operatedin Turkey, and 5.1 percent + 2.6 ppts of
these businesses experienced censorship-related measuresin Turkey.

Figure 2.14 Shares of U.S. mediaand digital service providersin Chinathatoperatedinand experienced
censorship-related measuresin key markets, by key market

Sharesinpercentages. The thinverticalline that extends outward from each estimate re presents a 95 percent confidence
interval of the estimate. Underlying data for thisfigure can be foundinappendixJ, tableJ.14.

China 23.8 ' |

Russia 8.2 I {

Turkey 5.1 e —

Vietnam 37—

India 35 ———

Indonesia 33—

0 5 10 15 20 25 30

Share of U.S. media and digital service providers in China thatoperated inand
experienced censorshipin key markets (%)

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 5.1. Key markets were identifiedin USITC’s Foreign
Censorship Part 1report.

Note: Businesses maybe operating in multiple markets. The Commission recognizes these data were collected inthe fall of 2021, priorto
Russia’sinvasionof Ukraine. Thus, the share of businesses that experienced censorship-related measuresinRussia atthe time these data were
collectedwould likelybe much smaller than the shareat present.

83 p.value= 0.027.
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Chapter 3

Effects of Foreign Censorship on Social
Media, Over-the-Top Communications
Services, and Internet Search

This chapter describes and estimates the economic effects of censorship-related measures experienced
by U.S. services providers, specifically social mediaand user-generated video platforms; over-the-top
(OTT) communications services, such as WhatsApp; and internet search providers. 8

The digital product and services providers highlighted in the following case studies are impacted by a
similarset of direct censorship measures, includinginternet shutdowns, throttling, and short-term
marketblocks. Temporary services disruptions, such as shutdowns and short-term blocking,
intentionally restrictaccess tointernet-based communications and information servicesin orderto
control information and mostly occurin key markets otherthan Chinagivenitsreliance onthe “Great
Firewall” and other meansto engage in censorship.8> These providers also face censorship-enabling
measures, whichincludelaws or government actions that may enable or facilitate government
suppression of speech, such as long-term market access blocks for particular products or services.2®

Digital productand services providers generate revenuethrough avariety of means, manyindirect, so
there are several ways the losses attributable to services disruptions or market access blocks can be
incurred by firms. However, losses incurred by these firms are primarily from foregone revenuedue toa
pause in consumer purchases and/ordelivery of advertisements duringthe shutdown period or, in the
case of long-term market access blocks, due to the inability to provide theirservices. Indeed, the largest
estimated economicimpacton U.S. digital product and services firms comes from long-term market
access restrictions, predominantly in China. As highlighted in each of the case studies below, because of
China’s marketsize, any restriction on the market participation of U.S. firms could resultin substantial
economiccosts. However, as discussed in Foreign Censorship 1, because there can be overlapping
motivations forthe imposition of market access restrictions on foreign firms, whether such measures
may be considered censorship-enabling depends on the context and the ends to which such measures
are used.

While the purpose of this chapteristo describe and quantify impacts of foreign censorship-related
measures on U.S. digital services providers, different direct censorship measures affect theirservicesin

84 OTT communications applications provideinstant messaging and other communications services over the
internet rather than through cellular voice networks operated by traditional telecommunications services.

85 For more information on each of these direct censorship measures,see USITC, Foreign Censorship, Part 1,2022,
41-49.

86 The Commission’s estimates of the costs of censorship-enabling measures aresubjectto the caveatthat these
measures may have multiple policy objectives, so the estimated effects associated with such measures are broader
than only the effects of censorship. For more information on each of these censorship-enabling measures, see
USITC, Foreign Censorship, Part 1,2022,49-53.
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a nearlyidentical way (i.e., preventing users from accessing one or more of theirservices), which creates
a challenge foranalysis. Relatedly, there is noinformation on how internet-user activity changes across
these services afteraninternet shutdown ends. Such activity may remain depressed, which would
exacerbate the effects of ashutdown, oractivity may increase beyond levels priorto the shutdown,
which would amelioratethe shutdown’s effect. A challenge, with respect to market access restrictionsin
China, isthe lack of baseline information for comparison. These digital services have either been blocked
or have faced repetitiveaccess restrictions in Chinafornearly 10 years, inthe case of Facebook,
YouTube, and Google, or information on market share is notavailable priorto blocking, inthe case of
WhatsApp.#” Analyzing these situations necessitates assumptions, and these assumptions may lead to
large ranges of estimated effects. Further, as discussed in chapter 1, these services generate revenue
through disparate means, such as advertising, subscriptions, sales of content downloads, and/or
leveraging user data. However, data at this level of detail are not availablefor all services analyzed here,
nor are the available data, such as total revenue, consistently available across services, thus limiting the
comparability of results. Forexample, revenue datafor OTT communications services are notavailable,
which leads to estimations of foregone users forthose services.

Summary of Key Findings

e Temporaryinternetshutdowns and throttling can have a significant effect on digital productand
services providers since useraccess to one or more of theirservicesisreduced oreliminated.
This can resultinforegone revenue when consumer purchases are paused and/or
advertisements are notviewed by users during the course of a shutdown. These disruptions can
alsoreduce the income of businesses and individual usersthatrely on those sites to disseminate
content.

e Forsocial mediaand user-generated video (UGV) services providers, the impact of service
disruptionsis calculated for Meta Platforms, Inc.’s (Meta) Facebook and Instagram, Google’s
YouTube, and Twitter. The estimated loss to revenue varies across markets—from $68.4
millioninIndiain 2021 to $82.2 millionin Indonesiain 2019. %8

e For OTT communications applications, the estimated annual loss in revenues of service
disruptions to WhatsApp varies by country and year—from alow of $50,000 in Russiain
2021 to a high of $81.2 millionin Indiain 2020.%°

87 Although the Commission analyzes costsand foregone revenue resulting from censorship-related measures in
this chapter for specific services, those effects will be reflected in the performance of the parent companies of
those services. For example, YouTube and Google searchservices areowned by Google LLC, whichis held by
Alphabet Inc. (Alphabet).

88 The years analyzed correspondto instances of servicedisruptions by governments in key markets duringthat
year. For the estimation methodology, see “Effects of Short-Term Services Disruptions inIndia, Indonesia, Russia,
and Turkey” under Social Media and User-Generated Video.

83 For the estimation methodology, see “Services Disruptions” under Over-the-Top Communications Services.
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e Forinternetsearch, advertisingrevenuelosses due tointernet shutdownsin India (the
largest user of shutdowns) are estimated at $3.5 millionin 2019, $7.3 millionin 2020, and
$1.2 millionin 2021.°°

e Censorship-related marketaccess restrictionsimpact digital productand services providers by
blocking users’ ability to access theirservices and thus contribute to foregone revenue, which
can be substantial depending on the market.

e Dueto marketaccess restrictions faced by social mediaand UGV services providers, the
Commission estimates that Facebook’s annual advertising revenuelosses in China ranged
from $3.1 billionto $13.3 billionin 2021, while YouTube’s loss of revenue would range from
$100 millionto $7.5 billionin 2021, depending on the assumed market share scenario.®*

e For OTT communications services, the Commission estimated the number of foregone users
in Chinain 2020 due to marketaccess blocks, or application bans, would be 134-1,113
million for WhatsApp, 676-805 million for Facebook Messenger, 172-588 million for
Snapchat, and 194-316 million for Skype.®?

e Forinternetsearch,the Commission estimates that, because Google searchis blocked from
the Chinese market, the business misses out on a substantial amount of annual revenue —
for example, in 2021, itwould have earned between $2.6billion and $15.5 billion.*?

Social Media and User-Generated Video

Social mediamay referto a broad range of online platforms, including social networks, video-sharing
platforms, and “blogs, forums, business networks, photo-sharing platforms, socialgaming, microblogs,
[and] chat apps.”®* For the purposes of this report, and to the extent possible, we have separated out
social mediaand UGV platforms from chat apps.®® Social mediaincludes social and business networks
like Meta’s Facebook®® and LinkedIn (owned by Microsoft), while UGV includes platforms like YouTube
(owned by Google)®?, where users can upload videos theyhave created, or like Twitch (owned by
Amazon), where users live-stream content, predominantly of themselves playing video games.

One of the challenges of analyzing the social mediaand UGV marketis the differences in company
organization and range of products offered. These differences limit the Commission’s ability to directly
compare certain metrics across platformsorto break out services like chatapps from othersocial media

90 For the estimation methodology, see “Estimated Internet Search Advertising Revenue Lost Due to Services
Disruptions” under Internet Search.

91 For the estimation methodologies, see “Estimated Foregone Revenue for Facebook in China” and “Estimated
Foregone Revenue for YouTube in China” under Social Media and User-Generated Video.

92 For the estimation methodology, see “Market Access Restrictions” under Over-the-Top Communications
Services.

93 For the estimation methodology, see “Market Access Restrictions” under Internet Search.

94 Statista database, “Social Media Statistics & Facts,” February 25, 2021.

95 See the OTT Communications Services section below for a discussion of chatapps and other messagingservices.
9 Meta is the parent company of Facebook. Facebook, along with Meta’s other products includingInstagram, are
typically referred to separately, when applicable,in this section.

97 Alphabet Inc. is the parent company of Google LLC, which also owns YouTube. YouTube is typically referred to
separately, when applicable,inthis section.
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applications, in orderto classify and analyze similar types of product offerings. In the case of U.S.
platform providers such as Meta, services provided are not as horizontally-integrated as those from
Chinese providers, and available metrics, such as userand revenue data, are limited across the different
services. Forexample, Facebook and Instagram are separate social networks thatinclude
chat/messaging capabilities, while Chinese platforms such as WeChat are integrated platforms that
combine services and associated metrics such as messaging, social media, ride-booking, review sites,
electronic payments, and games.®® In cases where UGV content appears as part of a largersocial media
platform, such as Instagram which includes both photo and video sharing, the platform s considered
social media, ratherthan UGV. UGV does not include subscription-based video services such as those
supplied by Netflixor Chinese firmiQlYI.%° In addition to social mediaand UGV, othertypes of user-
generated contentinclude blogs; podcasts; and reviews on platforms such as Amazon, Yelp, and
Tripadvisor.10

In the social media market, the top global platforms are headquartered eitherin the United Statesor
China. Asshowninfigure 3.1, in terms of global users, Meta’s Facebook and Instagram are the largest
social mediaplatforms, followed by WeChat and Tencent QQ (QQ). From 2018 through 2021, the global
number of Facebook users grew by about 30 percent while WeChat users grew about 18 percentover
the same period.1%!

98 Brightbill, written submission to the USITC, July 15, 2021, 4; Kharpal, “Everything You Need to Know about
WeChat,” February 4, 2019; Meta, “Form 10-K”, February 2, 2022, 4, 56; Tencent, Tencent 2021 Annual Report,
2022,4.

99 Subscription video on demand services areconsidered separatelyin chapter 4.

100 However, these types of user-generated content are not considered in this report due to lack of comparable
data across platforms/countries on metrics such as users or revenue.

101 statista, “Facebook: Number of Monthly Active Users Worldwide 2008-2021,” February 14, 2022; Statista,
“Number of Active WeChat Messenger Accounts Q2 2011-Q3 2021,” February 8,2022. Facebook and WeChat data
are based on the number of monthly activeusers worldwideas of Q2 2018 and Q2 2021.
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Figure 3.1 Global active users of social media platforms and the country where the company is
headquartered, 2021

In billions ofactive users. Underlying data for this figure canbe foundinappendixJ, tableJ.15.

Facebook | united states
Instagram | unitedstates

Weixin / WeChat China
QQ China
Sina Weibo China

Pinterest [ UnitedStates

Company and company headquarter location

Twitter [ UnitedStates

0.0 0.5 1.0 15 2.0 2.5 3.0 35

Billions of activeusers

Source: Kemp, “Digital 2021 October Global Statshot Report,” October 21, 2021, 62.
Note: Figure based on broader list of top social networking platforms and excluding, when applicable, user-generated video platforms,
messaging platforms, and others.

Similarly, in the UGV market, the major global platforms are either headquartered in the United States
or China. Asshowninfigure 3.2, in terms of global users, YouTube is the largest platform for user-
generated video, followed by the Chinese platform TikTok/Douyin (owned by ByteDance).°? From 2018
through 2021, the number of global TikTok users grew by approximately 269 percent while YouTube
users grew by about 28 percentovera similarperiod.%

102 TikTok is the global version of the video platform, while Douyin is the Chinese market-specific version of the
platform.

103 statista, “YouTube Users inthe World 2017-2025,” July 20, 2021; Statista, “TikTok Global Monthly Active Users
2018-2021,” January 28,2022. TikTok growth rate calculated based on global monthly active users from December
2018 to September 2021. YouTube growth rate calculated based on estimated average monthly users for each year
from 2018 to 2021.
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Figure 3.2 Global active users of user-generated video platforms and the country where the company s
headquartered, 2021

In billions ofactive users. Underlying data for this figure canbe foundinappendixJ, table J.16.

TikTok/Douyin China

Kuaishou China

Vimeo - United States

Youku Tudou China

Company and company headquarter location

Twitch I United States

0.0 0.5 1.0 1.5 2.0 2.5

Billions of activeusers

Source: Kemp, “Digital 2021 October Global Statshot Report,” October 21, 2021, 62; Statista, “Leading Online Video Platformsin China,”
February 3,2022; Twitch, “Audience,” accessed January 4,2022; Vimeo, “Vimeo,” accessed January 4, 2022.

Note: Datarepresent monthlyactive users for YouTube, TikTok, and Kuaishou for October2021, and January2021 for Youku Tudou (Youku).
Data representdaily active users for Twitch and Douyin in2021 and thus may underestimate total monthly active users. Data for Vimeo
representtotal users. Figure does not include platforms that primarily host subscription-based content, suchas Netflix or iQlYI.

Services Disruptions

U.S. social mediaand UGV platforms are negatively affected by short-term services disruptionsin
foreign markets. Accessto social mediaservices can be disrupted viathree types of actions: internet
shutdowns, where accessto the internetis completely cut off foran entire country orregion; targeted
access blocks of specificsites orservices; orthrottling, which decreases the speed of accessing the
internetora specificsite/services so severely that sites/services are rendered unusable.’® There are
two separate estimation exercises in this section. The first estimates the total economiclossesto users
(e.g.,thelosstolocal GDP) of U.S. social mediaand UGV platformsin India, Indonesia, Russia, and
Turkey due to shortterm services disruptions of these platforms. The second estimates the foregone
revenue of Meta’s platforms being throttled forseven weeks in Vietnamin 2020.

There are several recentexamples of internet shutdowns and othershort-term blocks in key markets,
not including China, thatimpacted services described in this chapter:1°°

104 Woodhams and Migliano, “The Global Costof Internet Shutdowns 2021,” January 3, 2022.

105 For a more comprehensive listof recent internet shutdowns, see USITC, Foreign Censorship, Part 1, 2022,46—
47,107-108,128. Recent reports on internet shutdowns show zero incidents in China, as Chineseauthorities have
instead used the various controlsknown as the “Great Firewall” to control the flow of internet services and
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o Indonesia: Indonesia’s Communications Ministry shut downinternet accessinthe Papuaand
West Papua provincesto curb protests.% This affected social media providers, OTT
communications services, and internet search providers. The shutdown lasted through
September2019 and was laterruledillegal by apanel of judges of the Jakarta State
Administrative Court.'” Internet services were again shutdown in West Papua’s capital
Jayapurain May 2021 amid a military operation.°®

e India: Indiaimposedinternet shutdowns more than any other key market. InternetShutdowns, a
resource maintained by the Software Freedom Law CenterIndia, reported 558 national and local
internetshutdownsinIndiain 2012—22. Duringthat 10-year period, more than half occurredin
2018-20 and primarily affected India’s union territory of Jammu and Kashmir.1% The
“preventative” shutdown and subsequent throttling of internetin Jammu and Kashmir began on
August4, 2019, and lasted 552 days.!!° During this shutdown, nointernet was available to users
until January 2020, after which some verified users were able to access white-listed websites at
low speed (2G).! Internetshutdownsin Indiahave been so pervasive thateven the country’s
Parliamentary Standing Committee on Information Technology reported that frequent
shutdowns cause substantial harm to the economy of the country.1?

e Russia: In March 2021, Roskomnadzor, the Russian media and telecommunications regulator,
throttled trafficto Twitter. While the official reason for the throttling was the company’s
inaction onremoval of inappropriate content, this action may also have beenlinked to the
organization of protests related to opposition politician Alexei Navalny.13

o Turkey: In February 2020, the Turkish government blocked access to several social media
platforms and otherservices, including Facebook, YouTube, Instagram, WhatsApp, and Twitter,
due to content containing alleged disinformation on Turkish troop activity in Syria.1*

information. Woodhams and Migliano, “The Global Costof Internet Shutdowns 2021,” January 3, 2022; Woodhams
and Migliano, “The Cost of Internet Shutdowns 2020,” accessed January 14,2022.

106 Government of Indonesia, Data Service Blockingin Papua and West Papua, August 21,2019; Beo Da Costa,
“Internet Shut Down in Papua to Stem Unrest,” August 22,2019.

107 Government of Indonesia, Decision on Case 230/G/TF/2019/PTUN.JKT, June 3, 2020; Access Now, “Court Rules
the Internet Shutdowns,” June 3, 2020.

108 RNZ, “Internet Cut inPapua,” May 3, 2021.

109 software Freedom Law Center India, “Internet Shutdowns,” accessed March 22, 2022; USITC, Foreign
Censorship, Part 1,2022,46.

110 A preventative shutdown is one thatisimposedin anticipation of orin preparationforanevent. Areactive
shutdown is one that is imposed to control or restore lawand order after an event that threatens public safety has
already begun. The majority of shutdowns inIndia are preventative shutdowns. Software Freedom Law Center
India, “Internet Shutdowns,” accessed March 22, 2022.The shutdown inJammu and Kashmir was scaled back over
time, after the Supreme Court of India affirmed the freedom to practiceany profession, trade, business, or
occupation over the internet as a constitutionally protected fundamental right. Supreme Court of India, Anuradha
Bhasin v. Union of India, January 10, 2020,127-128.

111 Software Freedom Law Center India, “Internet Shutdowns,” accessed March 22, 2022; Government of Jammu
and Kashmir (India). Government Order No: Home-07 (TSTS) of 2021, February 5, 2021; Woodhams and Migliano,
“The Global Costof Internet Shutdowns 2021,” January 3, 2022; Associated Press, “India Restores 4G Mobile,”
February 6, 2021.

112 Government of India, Ministry of Communications, Suspension of Telecom Services, December 2021.

113 stokel-Walker, “Russia’s Internet Censorship Machine,” December 18, 2021.

114 Woodhams and Migliano, “The Global Cost of Internet Shutdowns 2020,” January 3, 2021.
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e Vietnam:In 2020, the Vietnamese government throttled internet trafficto Meta’s platforms for
sevenweeksinresponse to Metarefusingtoremove anti-government content fromits
platforms.?®

In addition to these examples of short-term disruptions, the recent warin Ukraine has also prompted
shutdowns of social mediaand UGV platformsin Russia. In particular, Russia blocked access to Facebook
on March 4, 2022, and Instagram on March 14, 2022.11® Atthe time of writing, itis unclearwhether
these blocks represent short-term disruptions, or whetherthey willbecome long-term market access
restrictions, likethe ones described for Chinain the nextsection. Since ouranalysis of the impact of
short-term disruptions only cover 2019-2021, the potential impact of these new blocksis not
consideredinthisreport.

Effects of Short-Term Services Disruptions in India, Indonesia,
Russia, and Turkey

The primary impact of internet shutdowns and throttling to social mediaand UGV providersis foregone
revenue due to the disruption of delivering advertisements. '’ In addition, small businesses that operate
on social mediaand UGV platforms also experienceforegone revenue.!® Forexample, programs like the
YouTube Partner Program allow YouTube channelsto earn a share of advertising revenue based on the
number of views of theirvideos.!'® This estimate covers economiclossesin local economies attributable
to the shutdown of services provided by U.S. firmsin those economies. Between 2019 and 2021,
temporary services disruptions for U.S. social mediaand UGV platformsinthe key markets consideredin
this reportare estimated to have decreased total GDP in those markets, with the largestimpact ($328.5
million) occurringin Indiain 2020.

This estimationrelies on two datasources for estimating the economicimpact of internet shutdowns.
Both data sources use the same methodology butfocus on differentimpacts.t?° First, NetBlocks’ (UK)

115 Coldewey, “Facebook Agrees to Restrict Anti-Government Content inVietnam,” April 21, 2020.

116 Sonne and Illyushina, “I’m Writing This Post Now and Crying’,” March 13, 2022. For further information about
the effects of Russian censorship measures imposed after its invasion of Ukraine,see box 1.1.

117 For example, advertisers on Facebook set a maximum daily payment for runningads on Facebook and
participateinauctions to havetheir ads placed in the feeds of specific types of users (such as skiing equipment ads
for Facebook users who are interested inskiing). Googleadvertisements have a similar daily budget and auction
format. Ifthere areno open slots for ads ona particularday dueto aninternet shutdown, the advertisers will not
spend any of their daily allocated budget, thus leadingto foregone revenue for the platform. Meta, “How Much Do
Facebook Ads Cost?,” accessed March 17,2022; Meta, “About Ad Auctions,” accessed March 17,2022; Alphabet
Inc., “Choose Your BidandBudget,” accessed March17,2022.

118 USITC, hearingtranscript,July 1,2021, 222-223 (testimony of Rachael Stelly, Computer and Communications
Industry Association).

119 perelli, “How Much Money YouTubers Make,” March 1,2022. Due to the variety of user activityacross
platforms,itis difficultto clearly separateuser and platform effects. Whilesome platforms, like YouTube, have
clear revenue sharing programs, users mayalso havedirectcontracts with advertisers forin-video or in-post
advertising, which would also bedisrupted in the caseof aninternet shutdown. Additionally, small businesses that
use platforms like Facebook as a way to provideinformation to their customers (such as hours of operation or
promotions) may also experience foregone revenue outside of the advertising revenue structure.

120 The methodology, firstdeveloped by Darrell Westat The Brookings Institution, considers theimpact of internet
shutdowns on GDP for the countries where the internet is shutdown. These estimates “consider only reductionsin
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“Cost of Shutdown” tool estimates the hypothetical economicimpact as gross domestic product (GDP)
losses, by country, of an internet shutdown, including both total losses to the economy and social media
and UGV-specificlosses.?? Forexample, in India, NetBlocks estimates that a hypothetical country-wide
internetshutdown would resultin $1,431.0 million perdayin economiclossesin India. Inthe same
hypothetical country-wide shutdown, NetBlocks estimates that U.S. social mediaand UGV platformsand
users (including Facebook, Instagram, Twitter, and YouTube) experience economiclosses of $167.9
million perday.'22 ThissuggeststhatinIndia, if the internetis shutdown, U.S. social mediaand UGV
platform losses would represent 11.7 percent of the total economiclosses. Similarly, inthe otherkey
markets considered, NetBlocks’ estimates imply that U.S. social mediaand UGV platform losses would
represent between 23.5percentand 43.8 percent of total losses due to an internet shutdown (table
3.1). Variationsinthese loss shares likely reflect differences in the overall composition of each
economy.'2® Forexample, in India, the domesticinformation and communications sector comprised 17.7
percent of Indian GDP in 2021, compared to only 4.4 percent of GDP inIndonesia.*?* Thus, evenif the
disruptionsto social mediaaffectasimilarnumber of users across markets, since overalltechnology
services activity is higherinIndia, disruptions to social media have arelatively smaller effect on a GDP-
basis.

The NetBlocks’ tool is useful forunderstanding the contribution of U.S. social media platforms to total
economicactivity inthese marketsinthe case of a shutdown. However, using this data source alone,
because the calculations are based on hypothetical disruptions of the entire population, the calculations

economic activityand do not accountfor tax losses or drops ininvestor, business,and consumer confidence.” In
particular, the underlying methodology makes two adjustments to the calculation of free app shutdown losses to
capture effects beyond the losses to firms. First, it accounts for the nonmonetary benefits to users for free services
by assumingthatuse of free services contributes 0.23 of 1 percent of national GDP. Second, it uses a multiplier of
1.54 in West's estimates to reflect the spillover role of internet-based transactionsfor supporting other economic
activity. West, Internet Shutdowns Cost, October 2016. West, Internet Shutdowns Cost, October 2016.

121 While NetBlocks cites the 2016 West paper as the source of their methodology, there is limited documentation
on how the organization has updated the work for more recent years. As such, additional clarification to the
methodology has been added where possiblein this analysis butis likely incomplete. NetBlocks, “Cost of Shutdown
Tool,” accessed January 3,2022. NetBlocks has been cited by international organizations, such as the United
Nations, that document digital technology use. Esberg and Mikulaschek, “Digital Technologies, Peace, and
Security,” August 25, 2021.

122 These values arecalculated using economicindicatorsfrom2020. The contribution of free platforms to total
GDP appliedinthe NetBlocks is stated to followthe approach of West, and thus may also assumethat free services
contribute 0.23 of 1 percent of GDP. Whilethe Commission was unableto confirmthat the 0.23 percent valuewas
used, using GDP data for 2020, the Commission was ableto confirmthat the losses associated with social media
and UGV platforms comprised the same share of total GDP in each market considered,indicatinga consistent
parameter was used to estimate social media/UGV losses across markets. NetBlocks, “Cost of Shutdown Tool,”
accessedJanuary 3,2022.

123 The 2016 West paper uses estimates of the percentage of each country’s GDP that is derived from the internet
economy based on Boston Consulting Group projections. For the markets considered in this report, India has the
highest internet economy share of GDP (5.6 percent), followed by Russia (2.8 percent), Turkey (2.3 percent), and
Indonesia (1.5 percent). The most recent updates from NetBlocks (November 9,2021) indicatethese figures have
been increased by 10 percent annually for the 2020 edition of the tracker. NetBlocks, “Cost of Shutdown Tool,”
accessedJanuary 3,2022. West, Internet Shutdowns Cost, October 2016.

124 NSO, Ministry of Statistics & Programme Implementation (India), “Provisional estimates of Annual National
Income,” May 31, 2021; Badan PusatStatistik (Indonesia), “Quarterly GDP Distribution,” February 7, 2022.
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cannot be used to estimate actual losses because shutdowns are often regional. For example, this tool
estimateslossesforallinternetusersinIndia; butin 2021, the longestinternetdisruption affected
internetusersonlyinindia’s union territory of Jammu and Kashmir. 1

Table 3.1 Share of country-wide economiclosses of hypothetical internet shutdowns for U.S. social

mediaand UGV services, by key market, 2020
Sharesinpercentages. UGV = User-Generated Videos.

Market Share of total losses (%)
India 11.7
Indonesia 43.8
Russia 23.5
Turkey 28.6

Source: USITC calculations using data from NetBlocks, “Cost of Shutdown Tool,” accessedJanuary 3,2022.
Note: No data on shutdowns were reported for Vietnam over this period. U.S. social media and UGV services include Facebook, Instagram,
YouTube and Twitter. Cost of Shutdown Tool uses data from 2020.

The second source, Top10VPN (launched by PrivacyCo, a UK company), uses the NetBlocks’ tool to
considerthe total economiclosses associated with actual instances of short-term services disruptions by
country and year, and is available forIndia, Indonesia, Russia, and Turkey. For region specificshutdowns
like the throttlinginJammuand Kashmir described above, Top10VPN scales the total losses reported by
NetBlocks to a specificregion based onthatregion’s output as a share of total GDP.12¢ Thus, to estimate
actual economiclosses specifically for U.S. social mediaand UGV users, the Commission applied the
estimated share of economiclosses attributed to a hypothetical one-dayshutdown of these platforms
(table 3.1) to the actual regional economiclosses reported by Top10VPN. The total economiclosses due
to shutdowns, blocks of specificservices, and throttling vary considerably across the four markets duein
large part to the length of the disruption and the number of users affected (table 3.2).%?” Columns 1, 3,
and 5 show the Top10VPN’s estimates for total economiclosses for 2019, 2020, and 2021.128 Finally,
columns 2, 4, and 6 apply equation 1to the total lossesin columns 1, 3, and 5 to estimate the social
media- and UGV-related losses.

Overall, estimated lossestoalocal economy due to the shutdown of a specificservice or group of
services provided by U.S. firms were the highestin Indiadue to short-term services disruptions from
2019 to 2021, with estimated total economiclosses ranging from $68.4 to $328.5 million. In Indonesia,
losses were similarin magnitude, at $82.2 million in 2019. In smaller markets (in terms of population),
Russiaand Turkey, losses ranged from $200,000 in Russiain 2021 to $14.6 millionin Turkeyin 2020.

125 Woodhams and Migliano, “The Global Cost of Internet Shutdowns 2021,” January 3, 2022.

126 Woodhams and Migliano, “The Global Cost of Internet Shutdowns 2021,” January 3, 2022.

127 Loss estimates were reported for onlythe top 21 internet shutdowns per year, and thus may excludesmaller
scaleshutdowns in key markets. Woodhams and Migliano, “The Global Cost of Internet Shutdowns 2021,” January
3,2022.

128 Data on internet shutdowns from Top10VPN arenot availablefor Vietnam.
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Table 3.2 Estimated economicloss of actual internet shutdowns for U.S. social mediaand UGV services,

by key market, 2019-2021

Estimatesin millions of dollars. UGV = User-Generated Videos. Zeros indicate no internet shutdowns inthat year.
(1) Total (2) Social media (3) Total (4) Social media (5) Total (6) Social media
2019, & UGV 2019, 2020, & UGV 2020, 2021, & UGV 2021,
ToplOVPN USITC estimated ToplOVPN USITC estimated ToplOVPN USITC estimated
Market estimate economic losses estimate economic losses estimate economic losses
India 1,300.0 152.5 2,800.0 328.5 582.8 68.4
Indonesia 187.7 82.2 0.0 0.0 0.0 0.0
Russia 0.0 0.0 0.0 0.0 0.9 0.2
Turkey 0.0 0.0 51.1 14.6 0.0 0.0

Source: USITC calculations; NetBlocks, “Cost of Shutdown Tool,” accessedJanuary 3, 2022; Woodhams and Migliano, “The Global Cost of
InternetShutdowns 2019,” January 7, 2020; Woodhams and Migliano, “The Global Cost of Internet Shutdowns 2020,” January 3, 2021;
Woodhams and Migliano, “The Global Cost of Internet Shutdowns 2021,” January 3, 2022.

Note: No data on shutdowns were reported for Vietnam over this period. U.S. social media and UGV services include Facebook, Instagram,
YouTube and Twitter.

Effect of Short-Term Throttling of Meta Platforms in Vietham

In 2020, the Vietnamese government throttled internet trafficto Meta’s platforms (Facebook,
Instagram, WhatsApp, and Facebook Messenger) for seven weeks in responseto Metarefusing to
remove anti-government content fromits platforms (theblock ended when Meta removed the
content).'?* The Commission estimates that this throttling, which rendered Meta platforms unusable
due to slow loading speeds, cost Meta up to $8.5 million in foregone advertising salesin Vietnam.*3°

Before the throttling period, advertising spending on social media grew more slowly in Vietham thanin
Asiaas a whole, butgenerally, growth trends were parallel (figure 3.3).3* However, while both Vietnam
and Asiaas a whole continued to experience growth from 2019 to 2020, the gap between overall growth
in Asiaand advertising spending growth in Vietnam widened from 18.2 percentage points to 23.0
percentage points.'32 Meta’s platforms represent 70 percent of all social mediause in Vietnamin 2021,
resultinginad.7 percentage pointincrease inthe gap between ad spending growthinVietnamand
overall growthin Asia.!*®* We assume that the increase in this gap was driven by the throttling of Meta’s
platformsin 2020 and estimate the advertising sales loss to Meta using several steps.?3*

125 Coldewey, “Facebook Agrees to Restrict Anti-Government Content in Vietnam,” April 21, 2020.

130 YSITC calculations.

131 The choiceto compare growth insocial media ad spendingin Vietnam to an all-Asia aggregate reflects the lower
spendingon advertising per user reported by Meta in Asia relativeto the rest of the world, as detailed in the next
section.

132 statista database, “Social Media Advertising—Worldwide,” Vietnam-Ad Spending, accessed December 22,2021;
Statista database, “Social Media Advertising—Worldwide,” Global-Ad Spending, accessed December 22, 2021.

133 statista database, “Social Media Advertising—Worldwide,” Vietham-Key Players, accessed December 22, 2021.
134 An alternativeto this approach would be to assumethat the entire social media market in Vietnam was
negatively affected by the throttling of Meta in Vietnam, and thus the total ad salesin 2020 representonly 45
weeks of sales (52 weeks per year minus 7 weeks throttled). Under this assumption, advertisingsales per week for
Meta totaled $4.04 million,and therefore foregone sales would total $28.3 million ($4.04 million/week x 7 weeks).
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Figure 3.3 Growth rates of social media advertising spendingin Vietnam vs. all Asia, 2018-2021.

In percentages. Underlying data for this figure canbe found in appendixJ, table J.17.
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Source: Statista database, “Social Media Advertising—Worldwide,” Vietnam-Ad Spending, accessed April 22,2022; Statista database, “Social
Media Advertising—Worldwide,” Asia-Ad Spending, accessed April 22, 2022.

Note: AlthoughVietnamisincluded inthe Asia aggregate trends, ad spending in Vietnam represents less than 1 percent of total Asia spending.
Thus, it is not driving aggregate trends.

Thefirststepin thisestimationisto use marketshare to estimate Metaad salesinVietnamin 2020. The
total value of digital advertising spending on social media platformsin Vietnam was $259.6 millionin

2020. Assuming Meta had the same 70 percent market share in 2020 as it didin 2021, thisamountsto
$181.7 millionin 2020.13%

The second stepin this estimationisto calculate the total advertising sales Meta would have made in
Vietnamin 2020, provided sales grew at a rate that maintained aconsistenttrend with total salesin
Asia. A consistenttrend would have increased Meta’s sales by an additional 4.7 percent of $181.7
millioninsalesin 2020. Thus, total saleslosses are estimated to be $8.5 million.

As mentioned above, this estimate assumes that all of the differencesin growth between the total Asian
and Vietnamese markets can be attributed to the throttling of Meta. Additionally, itassumes that none
of the othersocial media platformsinVietnam were able toincrease theiradvertising sales when Meta
platforms were notavailable. To the extent that other platforms were able to increase theiradvertising
sales duringthe throttling period, this loss could be an underestimate.

135 Statista database, “Social Media Advertising—Worldwide,” Vietham-Ad Spending, accessed April 22,2021.
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Market Access Restrictions

Of the key markets coveredin thisreport, Chinahas been the main country with long-term market

access blocks of U.S. platformsto date. Examples of long-term blocks of U.S. platformsin otherkey

marketsinclude Russia’s ban on LinkedIn (banned in 2016).%¢ More recently, in March 2022, Russia
began limiting access to both Facebook and Instagram, among other platforms (see box 1.1). %7

Although most U.S. social mediaand user-generated video platforms are prevented from operatingin
China, theyreportedly want to operate there as Chinais an important market for potential advertising
revenue.'3® [tis difficult to measure losses from lack of market access, as effects extend to other U.S.
businessthat use such platforms. 3 Losing access to the Chinese market likely has adisproportionately
negative effect on small firms with limited resources; such firms may operate in only a few markets and
be forced to shut down completely without revenue from China’s users.14°

The list of platforms blocked in Chinaincludes two Meta platforms—Facebook (bannedin 2009) and
Instagram (banned in 2014) —Twitter (bannedin 2009), and YouTube (bannedin 2009), among
others.'*! LinkedIn had been anotable exception of a U.S. based social media platform that was able to
operate in China. However, in October 2021, LinkedIn’s current Chinese iteration announced it was
exitingthe marketto “remainin compliance with local law.”**? Going forward, LinkedIn in China will
rebrand as a job-search portal ratherthan a social media platform.

Considerations in Estimating Revenue Losses Associated with
Market Access Restrictions in China

The analysis below estimates the revenueloss for YouTube and Facebook due tolong-term market
blocksin China. There are several important assumptions required to estimate the potential revenue
streamsfor U.S. platforms absent a market access block. One is the estimate of marketshare U.S. firms
would have in Chinaabsent the block. Since Chinese social mediasites like WeChatinclude abroader
suite of servicesthan most U.S. social mediasites, U.S. platforms’ success in the market may be limited
due to differencesin demand by Chinese consumers relativeto consumersinthe rest of the world.
Similarly, services offered by current UGV platforms operatingin Chinasuch as TikTok/Douyin differ
from U.S. platform YouTube. As such, a range of estimates of foregone revenueis presented for both

136 BBC, “LinkedIn Blocked by Russian Authorities,” November 17,2016;0’Driscoll, “List of Websites and Apps
Blocked in Russia,” November 7, 2020.

137 GlobalCheck, “Instagram.com,” accessed March 21, 2022; GlobalCheck, “Facebook.com,” accessed March 21,
2022.

138 USITC, hearingtranscript,July1,2021, 15 (testimony of Suzanne Nossel, PEN America); Yuan, “A Generation
Grows Up in China Without Google, Facebook or Twitter,” August 6, 2018.

139 USITC, hearingtranscript,July1,2021, 222-223 (testimony of Rachael Stelly, Computer and Communications
Industry Association).

140 Industry representative, interview with USITC staff, August 3, 2021.

141 Leskin, “Here Are All the Major US Tech Companies Blocked,” October 10, 2019; GreatFire Analyzer,
“Censorship of Alexa Top 1000 Domains in China,” accessedJuly27,2021.

142 |yengar, “LinkedIn China Is Shutting Down,” October 15, 2021.
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YouTube and Facebook, based on whetherthe U.S. platforms capture asmall, medium, orlarge share of
the Chinese market. A large market share assumes that Facebook or YouTube catch up to the current
leadersinthe Chinese marketandresultsinthe largest estimate of foregone revenue. Medium and
small shares assume progressively smaller market shares.

An additional importantassumptionisthe source of revenue these U.S. firms would potentially earnin
China. Social mediaand UGV services typically earn revenues through acombination of subscriptions,
advertising, and sales of content downloads, but different firms have different revenue models. In
particular, the share of advertising revenue to total revenue may vary across platforms. For example,
WeChat’s revenue appears to be primarily driven by sales of digital content while Facebook's revenueis
primarily driven by advertising.'*® Using WeChat’s reported revenue to estimateforegone advertising
revenue for U.S. firmsin China may underestimate such revenue potential. As such, the social media
estimate below is based onrevenue data specificto Facebook and assumes that the platform’s
advertising-driven business model would be successful in China.** Although this distinctionis not
apparentfor UGV platforms (as advertising revenue appears to be the main source of revenue forboth
YouTube and TikTok/Douyin) the UGV estimation is based on revenue data specificto YouTube.*

The estimatesthatappearbelowintables 3.3 and 3.4 focus on foregone revenue for U.S. platforms
denied marketaccessin China, consistent with how this report uses the term “economicimpact”. These
estimates do notfocus on otherfinancial impacts such as profits and compliance costs.*¢ Costs
associated with operating aplatforminthe Chinese market, including censorship compliance costs, are
not necessarily additive and are a challenge to quantify. Such costs include complying with China’s strict
internetintermediary liability regime to moderate and promote certain content.'*” Forexample, higher
spendinginthe form of technology and human resources would likely be necessary to comply with
government regulationsand monitor social media content.'*® Some industry observers also suggest that
the costs incurred to build local data centers required by China could be considered atleastin partan
indirect censorship cost as these observers contend thatlocal datastorage enables surveillance and
therefore may chill speech.*° In addition, there may be indirect reputational costs of compliance with

143 statista, “China—Revenue Distribution of WeChat by Channel 2016,” September 15, 2016; Meta, “Form 10-K,”
February 2,2022,58. Also see Tencent, Tencent 2021 Annual Report, 2022, 10.

144 The social media estimation focuses on foregone advertising revenue based on Asia-Pacific revenueand user
data. Due to more limited data on YouTube revenue, the UGV estimation focuses on global rather than Asia-Pacific
revenue.

145 Statista, “Top Internet Companies Digital Advertising Revenues 2021,” January 24,2022; Kharpal, “TikTok
Owner ByteDance’s Revenue Surged,” June 17, 2021; Alphabet Inc. Alphabet: Year in Review 2020,2021.

146 The Commission attempted to collectinformationinits survey thatmay have helped quantify these impacts but
did not receive enough responses to produce generalizableestimates that extrapolate to the broader population
of companies doingbusiness in China.

147 USITC, Foreign Censorship, Part 1,2022,49-50.

148 USITC, hearingtranscript,July1,2021, 37 (testimony of Maria Repnikova, Georgia State University); USITC,
hearingtranscript,July 1,2021, 22 (testimony of Nathalie Maréchal, Ranking Digital Rights); for potentially rising
compliancecosts, see Qu, “China’s Top Propaganda Agencies Want to Limit,” August 3, 2021.

143 USITC, hearingtranscript,July 1,2021, 38-39, 98-99 (testimony of Maria Repnikova, Georgia State University);
USITC, hearingtranscript,July1,2021, 140 (testimony of Aynne Kokas).See e.g., Government of China, State
Council, Cybersecurity Law, November 7,2016,art. 37.

78 | www.usitc.gov



Chapter 3: Effects of Foreign Censorship on Social Media, Over-the-Top Communications Services, and
Internet Search

China’s regulations.*°* When foreign companies self-censorin China, as has reportedly been done by
LinkedIn, they risk “a backlash from usersand politiciansin the West who see companies taking partin
the suppression of free speech.” 1!

Estimated Foregone Revenue for Facebook in China

This section quantifies Facebook’s potentialrevenue loss from market access denial to the Chinese
marketin 2021.%5? Three hypothetical marketshares (small, medium, and large) forthe platform are
presented, assumingthe absence of amarketaccess block. Market share scenarios are based onthe
position of currently active domesticplatformsin China. The number of monthly active usersimpliedin
each scenariois multiplied by Facebook’s annual revenue peruser (ARPU), specific to the Asia-Pacific
region, to estimate arange of potential advertising revenue from Chinain 2021.

More specifically, as reported in Meta’s earnings filing, ARPUis measured as total revenue inaregion
for each quarterdivided by average number of monthly active usersinthe region. ARPUannually forthe
year2020 was $213.95 inthe United States and Canada, and $17.29 inthe Asia-Pacificregion.*>* These
data reflect thatalthough the United States and Canada accountfor the lowest regional share of
Facebook users, those two countries generatethe highest share of revenue. On the other hand, the
Asia-Pacificregion accounts for the highest share of monthly active users but generatesamongthe
lowestshares of revenue.>*

Measured by social mediaadvertisingrevenuein China during 2020, four Chinese platforms accounted
for 85 percent of the market. Based on theirshare of revenue, Chinese platforms WeChat, QQ, and
Qzone each accounted for 25 percent of the market, Sina Weibo accounted for 10 percent, while
Microsoft’s Linkedln comprised 5 percent, and other companies collectively represented 10 percent of
the market.?>* Thisinformationis used toinformthe large (25 percent), medium (10 percent), and small
(5 percent) market share scenarios as approximated by the number of usersin the estimation below.
Specifically, an average of WeChat and QQ’s active users (951.25 million and 584.69 million,
respectively)are usedinthe large market share scenario; SinaWeibo’s active users (360.25 million) are
usedinthe medium market share scenario; and half of SinaWeibo’s active (180.13 million) users are

150 USITC, hearingtranscript,July 1,2021, 37-39 (testimony of Maria Repnikova, Georgia State University).

151 1in, “Scholars on LinkedIn Are Being Blocked in China,” June 25, 2021.

152 statista, “China: Number of Facebook Users in China from 2017 to 2023,” August 16, 2021. Potentially through
the use of virtual private networks, some users in China may have access to Facebook; in 2021, there were an
estimated 3.2 million Facebook users in China.

153 Meta, “Form 10-K,” February 2, 2022, 4, 58, 59. The annual ARPU figures for the United States, Canada, and the
Asia-Pacificregion were calculated by adding the quarterly ARPUs. Facebook’s “annual worldwide ARPU in 2021,
which represents the sum of quarterly ARPU duringsuch period, was $40.96.”

154 Meta, “Form 10-K,” February 2, 2022, 56-58.

155 statista, Digital Advertising Report 2021—Social Media Advertising, July 2021,12. Note this concept of market
shareis based on revenue data. More recent reports of market shareappear to includevideo sharingapplications
andare not used inthis analysis (see Statista, Digital Advertising Report 2021 —Social Media Advertising,
December 2021, 12). Other concepts, for example the shares ofinternet users of leadingsocial networking
platforms, may provide differing perspectives, see Statista, Social Media in China, accessedJuly2,2021,11.
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usedinthe small market share scenario.?>® Multiplying each by the annual sum of quarterly Facebook’s
ARPU forthe Asia-Pacificregion for 2021 ($17.29) produces a range from $3.1 billionto $13.3 billionin
estimated lost advertising revenue for Facebookin 2021 (table 3.3).

Table 3.3 Estimated potentialrange of annual revenue loss from market access denials to China,
Facebook, 2021

Monthlyactive users in millions; estimated annual ad revenue losses in billions of dollars.

Estimated monthly Estimated annual
active usersin 2021 ad revenue losses

Market share scenario for Facebook (million users) (billion $)
Large market share (25%) 768.0 13.3
Medium market share (10%) 360.3 6.2
Small market share (5%) 180.1 3.1

Source: USITC calculations; Statista, “China: Most Popular Apps 2021,” January 14,2022; Meta, “Form 10-K,” February 2, 2022, 58.
Note: Calculations of annual revenue are derived by multiplying monthly active usersin November 2021 by the sum of quarterly Facebook’s
ARPU (based ontotal revenue) for the Asia-Pacific region for 2021 ($17.29).

The estimated revenuelosses presented above are well within industry estimates of total social media
advertising revenuein China. Estimated social media advertising revenue was $28.8 billionin Chinain
2021, accordingto one source.>” Usingthis estimate along with market share dataforthe largest
Chinese platforms, aplatform with alargershare such as WeChat and QQ has an estimated $7.2 billion
inannual revenue in China, whileasmaller platform like Sina Weibo has an estimated $2.9billionin
annual revenue inthe Chinese market.?>8

Estimated Foregone Revenue for YouTube in China

Estimated revenue losses for YouTube are calculated using the same methodology as above. Asinthe
case of social media, the current UGV platforms operatingin Chinaand YouTube may not be exactly
comparable. Forexample, itis not clearwhetherTikTok/Douyin’s short-form videos directly compete
with YouTube’s longervideos, or whetherglobal users consider the two services different products and
consume both.%°

156 Statista, “China: Most Popular Apps 2021,” January 14,2022. Data on monthly activeusers arebased on leading
apps in China for the November 2021 survey period. This statistic was chosen as itcollectively presented users for
the leading platforms in China. Other sources mayreport a higher number of users, for example see Q12021 data
for Sina Weibo reports 530 million monthly activeusers, see Statista, Social Media in China, accessed July 2, 2021,
22.

157 statista, Digital Advertising Report 2021—Social Media Advertising, July 2021, 4. Estimates of social media
advertisingrevenue in China rangewidely, potentially because of the scope of platforms included in the statistics.
The estimated revenue has more recently been reported to be $45.1 billionin 2021, but, as noted above, this
estimate likelyincludes revenue for UGV, see Statista, Digital Advertising Report 2021 —Social Media Advertising,
December 2021, 4. Revenue has also been estimated at $16.1 billionin 2021 (reported in yuan and converted to
dollarsatthe rate oneyuan =0.15 U.S. dollars), seeStatista, Social Media in China, accessed July 2, 2021,10.

158 1n 2021, Facebook’s total revenue was about$117.9 billion and Asia-Pacific revenuewas $21.7 billion, see
Meta, “Form 10-K,” February 2, 2022, 58.

159 YouTube’s 2020 launch of the “shorts” feature on its app, which is explicitly designed to compete with TikTok,
suggests that its main platformmay not directly compete with the TikTok. Bellan, “Is YouTube Tryingto Compete
with TikTok?” April 3, 2020.
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Due to more limited dataon YouTube revenue, this section uses YouTube ad revenue peruserglobally
for 2021, rather than specific Asia-Pacificnumbers on ad revenue peruser. As a result, this estimate
doesnotaccount for differencesinthe amount of ad revenue earned across different regions. In 2021,
YouTube’s ad revenue peruserwas $12.88.1° In the UGV market for China, the large market share
scenariois approximated using active users from Douyin (the China-specificversion of TikTok); the
medium market share is approximated using active users from Youku, which has drawn the closest
comparisontoYouTube in China; and active users from Haokan (a Baidu service) are used to
approximate alow marketshare.!®' These services were chosen based on the availability of information
on the UGV marketin China. Overall, thesethree comparisons suggest that YouTube’s foregone revenue
from not operatinginthe Chinese marketranged from $147.2 millionto $7.5 billion in 2021 (table 3.4).
Giventhe difference in product offerings between TikTok/Douyin and YouTube, and the strong global
growth of TikTok/Douyin noted above, the large market share scenario likely overestimates the
potential marketshare YouTube could capture inthe Chinese market. Additionally, apartfrom
companies that offer platforms forshort-formvideos (Douyin), the Chinese UGV market has historically
experienced churnin the top companies, ratherthan havingasingle firm capture the majority of the
market share as YouTube does globally.'®? Thus, the scenario where YouTube captures amedium share
of the Chinese UGV market may be the most plausible estimate of revenueforegone, representing $1.9
billioninad revenue in 2021. This also represents about 10 percent of overall revenue of the online
video marketin Chinain 2021 ($19.6 billionin 2021).163

Table 3.4 Potential range of annual ad revenue loss, YouTube, 2021
Monthlyactive users in millions; estimated annual ad revenue losses in billions ofdollars.

Monthly active Estimated annual
usersin 2021 ad revenue losses

Potential range of market share for YouTube (million users) (billion $)
Large market share 578.9 7.5
Medium market share 144.2 1.9
Small market share 11.4 0.1

Source: USITC calculations; Statista, “China: MAU of Leading Short Video Apps 2021,” December 2021; Statista, “Leading Online Video
Platforms,” February 3, 2022; Alphabet Inc., “Form 10-K,” February 1, 2022, 33; Statista, “YouTube Usersinthe World 2017-2025,” July 20,
2021.

Note: Calculations of annual ad revenue are derived by multiplying 2021 forecast YouTube users by YouTube revenue peruserin 2021
(512.88).

Box 3.1 Fines and Other Legal Actions for Failure to Remove Objectionable Content

In the markets coveredinthisreport, U.S. platforms may face fines or other government action for
failure toremove contentthat does notviolate theirterms of service butis objectionable to the

160 Revenue per user calculated by dividingtotal ad revenue from YouTube, $28.9 billion, by number of users
(2,240 million)in2021.Alphabetinc., “Form 10-K,” February 1, 2022, 33; Statista, “YouTube Users inthe World
2017-2025,” July 20, 2021.

161 As mentioned above, Douyin and TikTok are the same product, with Douyin availableinthe Chinese market,
andTikTok availableglobally. Statista, “OnlineVideos in China,” March 9, 2021.

162 Statista, “OnlineVideos in China,” March 9, 2021.

163 Statista, “OnlineVideos in China,” March 9, 2021, 4. (Revenue reported in yuan and converted to dollarsatthe
rate one yuan=0.15 U.S. dollars).
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government. This box gives a brief overview of recent fines and legal actions that U.S. digital platforms,
including Google and Meta, have faced in key markets.

Turkey: In 2020, Turkey introduced alaw requiringlocal representatives of social media firms to ensure
government contentremoval requests were enforced. Twitter was prohibited from advertisingin Turkey
and Twitter, Facebook, Instagram, and YouTube were each fined $5.1 million for failure to comply with
the requirementto appointalocal representative to ensure enforcement of government content
removal requests.?

Vietnam: In 2020, Meta platforms were throttled for seven weeks for failure to remove content critical
of the Vietnamese government, leading to foregone revenueforthe firm (discussed above).”

Russia: Both Meta and Google have faced fines forfailure toremove contentin Russia. In December
2018, Google was fined approximately $7,500 for failing to remove certain blacklisted entries from
search results.cIn 2020, Google was again fined about $41,000.¢ Most recently, on December 24,2021, a
Russian court issued afine of $98 million to Google and $27 million to Meta for failure to remove
banned content.cBoth of these fines were tied to yearly revenue of the firmsin Russia.f

a2 Governmentof Turkey, Parliament, Law No. 7253, July 29, 2020; Cato Institute, written submissionto the USITC, July 22, 2021, 2; PEN
America, Splintered Speech, June 15,2021; Lyons, “Twitter Will Set Up,” March 20, 2021.

b Coldewey, “Facebook Agrees toRestrict Anti-Government Contentin Vietnam,” April 21, 2020.

c“Blacklisted” entries defined by Russia’s 2012 Federal Law No. 139-FZ. Government of Russia, Federal Law No. 139-FZ, July 28, 2012; Axelrod,
“Google Fined in Russia,” December 11, 2018.

dRoache, “How Russia Is Stepping Up,” April 1, 2021.

e Government of Russia, Judicial Precinct of Justice of the Peace No 422, Resolution onthe Imposition of an Administrative Penalty, Case 05-
3221/422/2021, December 24, 2021 (Meta); Government of Russia, Judicial Precinct of Justice of the Peace No 422, Resolution on the
Impositionof an Administrative Penalty, Case 05-3220/422/2021, December 24, 2021 (Google).

fKhurshudyan, “Russia Fines Google,” December 24, 2021.

Over-the-Top Communications Services

Over-the-top (OTT) communications services provide instant messaging services over the internet rather
than through mobile networks operated by traditional telecommunications services. These messaging
servicestransmittext, images, voice, video, orany combination thereof between users. Users access
these servicesviaservice-specificapplications (hereafter “OTT communications apps”). Examples of
U.S.-based OTT communications apps include Facebook Messenger, iMessage, Slack, Snapchat, Skype,
WhatsApp, and Zoom. There are also foreign OTT communications apps that compete against U.S.
services globally, including WeChat (China), QQ (China), and Telegram (UK). Generally, these
applications are free to download and generate revenue through other means than pay-to-use.
Facebook Messengerand WhatsApp, both owned by Meta, generate revenue by collecting user data
and ultimately usingthese datato tailor advertisements forthose users.'®* Meta’s Facebook Messenger
doesnot have defaultend-to-end encryption, allowing Meta to collect messaging data, whereas Meta’s
WhatsApp does have end-to-end encryption and therefore Meta can only collect metadata (which can
still be monetized).'%> Some OTT communications apps, like WeChat, generatea portion of theirrevenue

164 Wagner, “This Is How Facebook Uses Your Data for Ad Targeting,” April 11,2018.

165 Doffman, “If You Use Facebook Messenger,” February 2, 2021.

End-to-end encryption applies encryption ona message from the device sendingthe message sothat only the
device receivingthe message can decrypt the message.
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through add-on services, such as WeChat Pay, which allows WeChat users to order food, buy movie
tickets, book cabs, and pay for various otherbusiness services all within the WeChat app. 1%¢

Censorship-related measures that significantlyimpact OTT communications apps are internet
shutdowns thattemporarily deny accesstoall internet services, including the messaging services
provided by OTT communications apps, and market access blocks that prevent OTT communications
apps from entering certain markets. Each of these censorship-related measures restricts the use of OTT
communications apps by limiting useraccess or participation. Because revenuefrom OTT
communications appsisdriven by useractivity, these censorship-related measures have reduced
revenues for U.S. firms providing OTT communications appsin key markets.

Because of the diverse ways in which OTT communications apps generate revenue, itis difficult to
estimate global revenues forthe sector. Globally, there are approximately 3 billion monthly users of
these services on mobile phones.®” The popularity of OTT communications apps differs by country,
however. Forexample, the percentage of mobile phone users that use OTT communications appsinthe
United States was 60.4 percentin 2021. By comparison, the key markets had a higher percentage of OTT
communications app users, led by China (95.2 percent), Russia (92.7 percent), India (87.6 percent), and
Indonesia(79.3 percent).®® One reason forthe relatively low percentagein the United Statesis the
availability of free unlimited use of short message services, also known as text messaging, included with
mobile phone plans.%°

The top global OTT communications apps, by monthly active users, include WhatsApp, WeChat,
Facebook Messenger, QQ, and Snapchat.’° As discussed below, however, U.S.-based OTT
communications apps are blocked from providing these services in China, where WeChat, QQ, Momo,
and Tantan are marketleaders."?

Services Disruptions

Internet shutdownsin Russiaand India have temporarily blocked access to U.S.-based OTT
communications appsinthose countries on multiple occasions, resultingin foregonerevenue.
Governmentsinthese countries use internet shutdowns to disrupt political protests by limiting the
ability of participantsin the locality or region to communicate. Forexample, in 2018, Russia blocked 3G
and 4G mobileinternetaccess (including access to OTT communications apps) inthe Ingushetiaregion
for nearly two weeks to stifle communications among protesters.'’2 Similarly, mobile internet access
and serviceswere shutdown in Russiaontwo daysin July and August 2019 to prevent potential

166 QPS Software, “WeChat: The App for Everything,” May 16, 2020.

167 Statista, “Number of Mobile Phone Messaging App Users,” November 15,2021.Based on July 2021 estimates
for 2021.

168 Statista, “Mobile Messaging App Penetration Rate,” September 16, 2021.

169 Statista, “Mobile Messaging App Penetration Rate,” September 16, 2021.

170 Statista, “Most Popular Global Mobile Messenger Apps,” October 2021.

171 Statista, “China: MAU of Leading Messaging Apps 2021,” December 6,2021.

172 Kolomychenko, “Russia Stifled Mobile Network during Protests,” November 16, 2018.

United States International Trade Commission | 83



Foreign Censorship Part 2: Trade and Economic Effects on U.S. Businesses

protesters from beingable to communicate using OTT communications apps and better organize
(although traditional voice calls still worked).173

Because OTT communications apps require users and user activity to create revenue, any interruptions
inservice impactrevenue forservices providers. Any blocking of access to OTT communications apps
wouldresultinlostrevenue fromin-app, business-related, or other purchases; alack of advertising
views; and a lack of data-creationto monetize. The impact of internet shutdowns on WhatsApp and its
usersis estimated usingthe same methodology as employed above forinternet shutdowns affecting
social mediaservices providers.74

We use NetBlocks’ Cost of Shutdown tool, first, to estimate the hypothetical economicimpact (i.e. total
GDP losses), by country, of a one-day internet shutdown, and, second, to estimate the share of these
losses that would hypothetically be attributable to a shutdown of WhatsApp.1”> The WhatsApp-specific
loss shares are then applied to datafrom Top10VPN, which considers the total economiclosses
associated with actual instances of short-term services disruptions by country and year, for India,
Indonesia, Russia, and Turkey. For example, in 2021, Top10VPN estimated thatinternet shutdownsin
Indiaresultedin atotal loss of $582.8 million. Since the estimated losses of a hypothetical one-day
internetshutdown for WhatsApp represented 2.9 percent of total losses, the estimated losses for
WhatsApp and its users totaled $16.9 millionin 2021 (table 3.5).

173 As of June 16, 2022, Russia had not blocked access to Meta’s WhatsApp and Microsoft’s Skype due to the
Ukraineconflict. Snapchathas disabled its “heat map” which shows where large populations of Snapchatusers are
located in Ukraine. Russia blocked accessto Facebook Messenger in February 2022. Reuters, “Russia Finds Meta
Guilty of ‘Extremist Activity’, Says WhatsApp Can Stay,” March 21, 2022; Jackson, “SnapchatHas Temporarily
Disabled,” March 5, 2022; Gilbert, “Russia Is Now Blocking Twitter,” February 26, 2022; Doffman, “Russian
Authorities ‘Secretly’ Shut Down Moscow’s MobileInternet,” August 8, 2019.

174 For detailed explanation of this methodology, see the Social Media and User-Generated Video section earlierin
this chapter on the “Effects of Short-Term Service Disruptions in India, Indonesia, Russia, and Turkey.”

175 NetBlocks, “Cost of Shutdown Tool,” accessed January 3,2022.For OTT communications apps, this data source
onlyreports hypothetical losses frominternet shutdowns attributableto the shutdown of WhatsApp. Data were
therefore unavailableto estimate economic impacts for other OTT communications apps,such as Facebook
Messenger.
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Table 3.5 Estimated economiclosses of internet shutdowns for WhatsApp, 2019-21
Estimatesin millions of dollars. Share of total costs in percentages; zeros indicate no internet shutdowns inthat year.

Estimated
WhatsApp
share of
total Total 2019  WhatsApp Total 2020  whatsApp Total 2021  WhatsApp
economic Top 10VPN  2019,USITC Top 10VPN  2020,USITC Top 10VPN 2021, USITC

Market losses, 2020 estimate estimate estimate estimate estimate estimate
India 2.9 1,300.0 37.7 2,800.0 81.2 582.8 16.9
Indonesia 10.9 187.7 20.5 0.0 0.0 0.0 0.0
Russia 5.9 0.0 0.0 0.0 0.0 0.9 0.1
Turkey 7.1 0.0 0.0 51.1 3.6 0.0 0.0

Source: USITC calculations; NetBlocks, “Cost of Shutdown Tool,” accessedJanuary 3, 2022; Woodhams and Migliano, “The Global Cost of
Internet Shutdowns 2019: Update,” January 7, 2020; Woodhams and Migliano, “The Global Cost of Internet Shutdowns 2020,” January 3,
2021; Woodhams and Migliano, “The Global Cost of Internet Shutdowns 2021,” January 3, 2022.

Note: No data on shutdowns reported for Vietnam over this period.

Market Access Restrictions

There are several U.S.-based OTT communications apps that have been blocked entirely from operating
in Chinain recentyears, resultingin potential lost revenue. WhatsApp was first banned in China by
beingremoved fromthe app storesin 2017.17¢ WhatsApp may have been blocked due to the app’s
strong encryption standards (box 3.2). Similarly, Snapchat, whose parent company Snap Inc. firstset up
operationsin Chinain 2016, was later blocked in China on the grounds that the company could store
personal information about Chinese citizens on servers outside of China.'’” In November 2017, Skype
was removed from the Chinese app stores after the company was accused of not complying with local
national security laws.!7®

Box 3.2 Effects of Low Encryption Standards

OTT communications apps—including WhatsApp—use end-to-end encryption, which applies encryption
on a message fromthe device sendingthe message so that only the intended recipient can decryptthe
message.?End-to-end encryption makes intercepting messages more difficult for governments and
otherentities. Asaresult, some governments have opposed secure messaging by setting requirements
for low levels of encryption. Low encryption standards in China, India, and Russia, among other markets,
have likely encouraged self-censorship by users of OTT communications apps. If users believe that
governments can easily access the communications data or metadata created from using OTT
communications apps, they might censor their own speech to avoid potential consequences.”

Many of the key markets have low encryption standards for OTT communications apps orthe apps are
required to share encryption keys with government entities. Forexample, China’s WeChat lacks end-to-
end encryption leading to cybersecurity concerns as messages can be easily intercepted. India instituted

176 Bradsher, “China Blocks WhatsApp, Broadening Online Censorship,” September 25, 2017.

177 WorldAtlas, “10 Things That Are Banned in China,” accessed April 12,2022.1n 2016, Snapchat’s parent company
Snap Inc.set up an officein Shenzhen to focus on their video-recording sunglasses, Spectacles, establishinga
presence in China.However, itis unclearinwhich subsequent year the Chinese authorities firstbanned Snapchat.
Shead, “SnapchatHas Opened an Officein China,” December 22, 2016.

178 Mozur, “Skype Vanishes from App Stores in China,including Apple’s,” November 21, 2017.
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a policyin 2021 requiringfirms to identify the “first originator” of a message.® In May 2021, WhatsApp
suedthe Indian governmentoverthe policy asit would require the service to weaken theirend-to-end
encryption, impacting the security of usersin Indiaand the suit remains pending.cIn Russia, the Federal
Security Service requires firms to share encryption keys with the authority, or the service may be
blocked.

Low encryption standards may also lead to extraterritorial censorship effects. Forexample, if auser
outside Chinawantsto communicate with aWeChat userin China, the userwould need to download
and use WeChat. That user, even though outside China, may self-censor due to the lack of encryption
offered by WeChat, knowing the communications dataare more easily accessible.8

a Lutkevich and Bacon, “End-to-End Encryption (E2EE),” accessed February 14,2022.

b Metadata are data used to describe data. Metadata can be descriptive, structural, statistical, and administrative. They are usedto enrich data
with informationto make iteasier to discoverand manage for future users. Examples of basic metadata include the author’s name, date of
publication, and file size of an article. University of North Carolina, “Metadata for Data Management: A Tutorial: Definition,” February 7, 2022;
Association for Progressive Communications, “The Right to Freedom of Expression and the Use of Encryption and Anonymity in Digital
Communications,” February2015, 12-13.

¢Chen, Clayberg, and Li, “Securityin the Face of Censorship,” 2019, 1-3.

dRaghavan, “India’s New Intermediary and Digital Media Rules,” June 10, 2021. Govemment of India, Writ petition (civil) no. 2021, July2, 2021.
e Facebook, Writ Petition, High Court of Delhi, May 25, 2021; HRW, written submission tothe USITC on censorship inIndia, Indonesia, and
Vietnam, July 23, 2021, 6; Government of India, Ministry of Electronics and Information Technology, “Notification Dated, the 25th February,
2021,” February 25, 2021.

fHRW, “Russia: Growing InternetIsolation, Control, Censorship,” June 18, 2020; Government of Russia, “Federal Law No. 374-FZ,” July 6, 2016.
8 Wang, “WeChatlsa Trap for China’s Diaspora,” August 14, 2020.

China’s restrictions on access to foreign OTT communications apps may also have aimed to protect
domesticcompetitorsinthe Chinese marketfrom foreign competition. Forinstance, WhatsApp’s banin
Chinaeliminated competition for WeChat, while the ban on Snapchat cleared the path for the local
equivalent, QQ, tolead the market. Additionally, users outside of Chinamust use Chinese OTT
communications apps to communicate with users in China creating an extraterritorial effect.'’®

As revenue datais not available formost OTT communications apps, the Commission estimates the
users foregone for WhatsApp, Facebook Messenger, Snapchat, and Skype (table 3.6) instead of revenue
foregone. The Commission estimates foreach U.S.-based OTT communications app use their specific
shares of total internetusersinVietnam and India as proxies forthe shares that each app would havein
the Chinese market. Foreach specificOTT communications app, the proportion of OTT communications
app usersamongtotal internetusersinVietnam represents the low end of the range forthe Chinese
market estimate, and the same ratio for Indiarepresents the high end of the range. '8 Because the U.S.
firms provide a much narrower set of services than their Chinese competitors, however, we seek to
estimate the likely hypothetical performance of U.S. OTT servicesin China by examining how they
compare to other major domesticapps with broad service offerings. Forexample, Facebook as awhole
could be reasonably compared to companies like WeChat, while such acomparison would be
inappropriate forindividual services like WhatsApp or Facebook Messenger.Vietnam, where the

179 Human Rights Watch, written submission to the USITC on censorshipin China,July23,2021,6.

180 The estimated number of foregone user ranges in China for WhatsApp, Facebook Messenger, Snapchat, and
Skype were found by identifyingthe number of internet users inVietnam and India, and then multiplyingthat
number of internet users by DataReportal’s published percentages of internet users for WhatsApp, Facebook
Messenger, Snapchat, and Skype users in each country to calculatethe number of OTT communications app users
for each service. Then, by service, the number of OTT communications app users were multiplied by the ratio of
Chinese internet users to Vietnamese and Indian users to reach the estimated number of foregone users in China.
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Vietnamese app, Zalo, is amajor domestic competitor, represents amore realisticbasis of comparison
for the competition that WhatsApp would face in China, as Zalo has similar features to WeChat. Given
the presence of a majordomesticcompetitor, performance of U.S. OTT communications appsin
Vietnamrepresentsthe low end of the range of potential foregone usersin China. India, by contrast, has
no significant domesticcompetitorto WhatsApp, and therefore U.S.-based OTT communications apps’
usersharesin this market representthe high end of the range for calculating the number of potential
users foregone by being denied access to the Chinese market.

Table 3.6 Estimated range of foregone users from OTT communications app bansand blocksin China
(2020)

Estimated foregone users in millions. OTT communications a pps = over-the-top communications a pplications.

Estimated range of foregone users in China

U.S.-based OTT communications apps In millions of users
WhatsApp 134-1,113
Facebook Messenger 676-805
Snapchat 172-588
Skype 194316

Source: USITC calculations; Nguyen, “Vietnam’s Most Popular Social Media Channels,” August 12,2020. Statista, “Internet Users in Vietnam
2025,” July20,2021; Statista, “China: Number of Internet Users 2021,” February 9, 2022; Statista, “Total Intemet Usersin India,” August17,
2021; Mehner, “WhatsApp, WeChatand Facebook Messenger Apps,” February 3, 2022; Kemp, “Digital 2022: Vietnam,” February 15, 2022.

Internet Search

Internetsearchisan importantdigital industry where U.S. companies have large market shares in most
national markets. U.S. internet search providersinclude Google, Bing, Yahoo, and DuckDuckGo. 8!
Googleisthe leadingsearch service in most of the key markets.*®2InIndiaand Indonesia, Google’s
marketshare is 98.5 and 98.0 percent, respectively (table3.7).18 In Vietnam, Google is used by 91.8
percentof search users, andin Turkey, itis the provider of choice for 84.6 percent of searches.

181 For some markets the search engine may offer a local search engineusinga local domain (e.g., google.co.uk),
whilein other countries users may have access to the search engine only through the “.com” address. Local
domainversions mayincludelocal languages and follow local policies.

182 Google’s internet search serviceis oneof several products and services provided by Google LLC, which isa
subsidiary of AlphabetInc. Inthis casestudy, “Google” refers to the search engine, not any other Google products
andservices or products and services of other Alphabet subsidiaries.

183 Market shares from StatCounter reflect statisticsatthe access date, January 18,2022. However, these are
representative of the shares over the entire period from 2019-21 as the shares do not fluctuate much.
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Table 3.7 Market share and total search engine advertising (SEA) spending, by country
Share in percentages; number ofinternet users in millions; SEA spending in millions of dollars.

Number of

Google search  internet users, SEA spending, SEA spending, SEA spending,

market share, 2019 2019 2020 2021
Country 2022 (%) (million users) (million $) (million $) (million $)
China 2.9 854 32,281 32,875 36,830
India 98.5 560 665 670 869
Indonesia 98.0 171 539 490 659
Russia 54.8 116 2,148 1,713 2,109
Turkey 84.6 69 244 193 281
Vietham 91.8 69 237 256 361

Source: StatCounter, “Search Engine Market Share China,” accessed January 18, 2022; StatCounter, “Search Engine Market Share Russian
Federation,” accessedJanuary 18,2022; Statista database, “Search Advertising—Worldwide,” accessed January 18, 2022; StatCounter, “Search
Engine Market Share Indonesia,” accessed March 23, 2022; StatCounter, “Search Engine Market Share India,” accessed March23,2022;
StatCounter, “Search Engine Market Share Viet Nam,” accessed March 23,2022; StatCounter, “Search Engine Market Share Turkey,” accessed
March 23, 2022.

The two exceptionsto Google’s worldwide market leadership are China, where Googleis blocked, and
Russia, where Google faces significant competition from domesticsearch platforms. In 2010, when
Google’ssearchresults were accessiblein Chinafromits Hong Kong site, its market share fluctuated
between 34and 42 percent, competing with domesticsearch provider Baidu, which held a 56-64
percent marketshare.!® Google stopped censoringsearch resultsin Chinain 2010 and was
subsequently blocked in 2014 (see the Market Access Restrictions section below). Currently, only 2.9
percentof searchesin Chinaare provided by Google, possibly through methods used to circumventthe
“Great Firewall.”*® Bing, a search engine owned by Microsoft, operatesin Chinathrough ajointventure,
and has an 8.8 percent marketshare there.2® In Russia, Google holds 50-55 percent of the market,
competing with domesticsearch provider Yandex, which services about 45 percent of the market.
Market shares of Bing and Yahoo in Russia are about 1 percent, combined.®’

Search providers generate revenue from advertising each time avisitorclicks an ad link thatis generally
displayed alongside search results. As such, measures such as blocking, throttling, and market access
restrictions can have a significant and negative effect oninternet search companies’ revenue.

Services Disruptions

Thissection describesthe use of internet shutdowns in key marketsinrecentyears and provides
estimates of associated foregone revenue to U.S. search providers. While internet shutdowns are not
necessarily focused on shuttingdown internet search, they can have a significant effect on search
advertisingrevenuewhen “up time” isreduced, as users do not have an opportunity toview orclick on

184 StatCounter, “Search Engine Market Share China,” accessed January 18,2022.

185 StatCounter, “Search Engine Market Share China,” accessed January 18,2022.

186 StatCounter, “Search Engine Market Share China,” accessed June 1, 2022;Shu, “Microsoft Will Close MSN
China,” May 10, 2016.

187 Yahoo Provides search results using Bing as theunderlyingsearch engine. Perez and Lunden, “Ad Tech and
Mobilein Focus,” April 16, 2015; StatCounter, “Search Engine Market Share Russian Federation,” accessed January
18, 2022.
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links to advertisements.'®8 As noted earlierin this chapter, service disruptions have occurred in several
key markets, including Indiaand Indonesia.

Throttlingand short-term blocking are also tools for restricting access to information. In some countries
a short-term block may be due to a legal action, such as a court order. Throttlingand blocking can have
significant negative effects on search companies because advertisers pay the search company whena
userselectsthe optiontoview theirads (pay perclick), soloss of access to a marketdeprivesthe
company of revenue.

Estimated Internet Search Advertising Revenue Lost Due to
Services Disruptions

To develop an estimate of how much services disruptions, includinginternet shutdowns and throttling,
have affectedinternet search revenue, the Commission calculated avalue of each internetuser,
expressed as the average amount of search revenue perinternet user perday inthe given market. The
estimated revenue lost for each disruption was then determined by the amount of down time and the
number of users affected. For example, since January 2020, Google has had 97 percent or more of the
search engine marketinIndonesia.!® Indonesia search advertising revenue was calculated by using data
from Statistaand internet population datafrom the World Bank, for an average annual revenue per
internetuserof $3.22.1°° In 2019, when Indonesiashutdown the internetin Papuafrom August 21 to
September4, leaving an estimated 1.46 million Papuan internet users without access, Google lostan
estimated $13,000 perday in advertising revenues.*** Table 3.8 below shows the numberof users
affected and estimated advertising revenuelosses from shutdowns and throttling that occurred in India
and Indonesiafrom 2019 to 2021. The largerrevenue lossesin Indiaare driven by the factthat it had a
higherfrequency of internet shutdowns, which were longerthan those in Indonesia, and affected a
larger population of internet users. 192

188 This assumes that advertisers will not compensate by advertisingmorewhen the internet is notshut down.
189 StatCounter, “Search Engine Market Share Indonesia,” accessed March 23,2022.

190 Average revenue per user is calculated by takingthe SEA valuefor a given country in a specific year,and then
dividingthatvalueby the number of internet users inthat country. This approach differs fromsocial media and
OTT communications app approaches to estimating the economic impactof servicedisruptions. Because
NetBlocks, the primary sourcefor estimated losses inthe aforementioned approaches, does not break out losses
attributableto internet search, it was not possibleto calculatethe shareattributableto U.S. search providers and
applythe same approach. USITC calculation based on Statista database, “Search Advertising—Worldwide,”
accessedJanuary 18,2022; World Bank, “Individuals Using the Internet,” accessed February 7, 2022.

191 Estimate is a USITC calculation.

192 Average annual internet revenue per user inindiawas $1.21in2019and 2020,and $1.58in2021. USITC
calculation based on Statista database, “Search Advertising—Worldwide,” accessed January 18,2022; World Bank,
“Individuals Using theInternet,” accessed February 7, 2022.
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Table 3.8 Estimated loss of advertising revenue from services disruptions tointernet searchin Indiaand

Indonesia
Numberofusersinthousands; revenue loss in thousands of dollars; zero means no internet s hutdowns.

Estimated number of users affected and loss of advertising revenue Market 2019 2020 2021
Number of users affected by shutdowns (thousands) India 92,214 10,978 68,387
Estimated revenue loss (thousand $) India 3,501 7,281 1,203
Number of users affected by shutdowns (thousands) Indonesia 1,463 0 0
Estimated revenue loss (thousand $) Indonesia 182 0 0

Source: USITC calculations; Woodhams and Migliano, “The Cost of Internet Shutdowns,” accessedJanuary 14, 2022.

Note: Zerosin thetableindicate no shutdownsin that year. The data cover 30 unique services disruptionsin Indiaand 2 in Indonesia. Services
disruptions canoccur multiple times per year, and hence users maybe affected more than once. For example, in2020, there were four service
disruptionevents in Jammu and Kashmir totaling 8,799 hours of lost or throttled service. The estimated revenue losses reflect the fact that
many services disruptions last for a day or less.

The Indian authorities also engaged ininternet throttling and short-term blocking in recent years, which
affectedinternetsearch usersand providers. Forexample, the Indian government throttled the internet
inJammu and Kashmirfrom March 4, 2020, to February5, 2021, which affected approximately 6 million
internetusers.!?3Similartointernet shutdowns, throttling the internet affects the users’ ability to use
theinternet, and only allowsthemto (at best) slowly access information. This may cause many users to
stop usingthe internetduringthistime period,orlimittheirinternetuse, thusreducing their usage of all
websites, including search.'®® Google has shown that delays of less than half a second lead to decreased
usage of its search services.** Since search services derive revenuefrom advertising thatis based on
views and clicks, reducing those views and clicks directly affects the revenue of search providers. During
the time period when India throttled the internetinJammu and Kashmir, the expected revenue from
search advertisingin that region would have been nearly $6 million, roughly 83 percent of the estimated
$7.3 millioninrevenue lossesin Indiain 2020 (table 3.8). While table 3.8is specificto advertising
revenue losses forinternet search, Top10VPN calculates the losses associated with throttling and
internetshutdownstoregional users of all digital products and services (a much broader calculation
than intable 3.8) and estimated $2.2 billion to be the total losses of throttling Jammu and Kashmir’s
internetfor303 days.%®

Market Access Restrictions

The government action that has had the greatestimpacton U.S. businesses’ internetsearch revenuesis
China’s denial of market access to Google. Google’s search engine was availablein Chinastartingin
2006. But in 2010, a cyberattack on Google services, that originated in China, andincreased content
restrictionsin Chinaled Google to stop filtering content for the Chinese market by redirectingusersin

133 Woodhams and Migliano, “The Cost of Internet Shutdowns 2020,” accessed January 14,2022.Data on the
number of affected internet users may be downloaded from the “Internet Shutdown Research Methodology”
section of this reference.

194 Teevan et al., “Slow Search,” October 2013, 1.

195 Brutlag, “Speed Matters,” June 23,2009.

196 Top10VPN calculates shutdowns using a methodology spearheaded by Darrell West, which multiplies national
GDP by percent of nation’s economy derived from the digital economy times duration of the shutdown (number of
days divided by 365),then adds a multiplier effect of the disrupted digital economy. Woodhams and Migliano,
“The Cost of Internet Shutdowns 2020,” accessed January 14,2022; West, Internet Shutdowns Cost, October 2016.
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Chinato the uncensored Hong Kongversion of its search services.®” The Chinese government
responded by irregularly blocking Google services forseveral years before completely blockingthemin
2014.%8 Since then, search engine advertising revenues foregone have been significant for Alphabet, as
users of its search platform turned instead to other platforms in Chinasuch as Baidu (a Chinese search
engine) and Bing. This block appears to have beenin large part censorship-related, as Google’s refusal to
follow content restrictions was one of the precursors toits services being blocked.*®®

The Commission used historical market share information and current global revenue datato estimate
revenue Google’s search enginewould have made in the Chinese marketin recentyears. Google’s
marketshare in Chinafluctuated between 7and 42 percent during 2010 to 2014, when Google was
redirectingvisitorsin Chinato the Hong Kongversion of it search services, but before it was blocked. 2%
Assuming that Google would have maintained a similar share of the search advertising market as the
marketexpanded, itis possible to develop arange of estimates of foregone revenues. Figure 3.4shows
Google’s global revenue from search by year since 2017 with the current market blockin place and
Google’s estimated potential revenue from search undertwo hypothetical scenarios forits market share
inChinabased on its performance in 2010-2014: the “low-end” scenario (7 percent market share) and
the “high-end” scenario (42 percent market share). The Commission estimates thatin 2021, Google
would have earned $2.6 billion in additional revenue underthe “low” scenario, and $15.5 billion under
the “high” scenario (figure 3.4).

197 Google, “A New Approachto China,”January12,2010; Google, “A New Approachto China:An Update,” March
22,2010.

198 Sheehan, “How Google Took on China—and Lost,” December 19, 2018.

199 See USITC, Foreign Censorship, Part 1,2022 for discussion on how and why Google became blocked in China.
200 statCounter, “Search Engine Market Share China,” accessed January 18,2022.
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Figure 3.4 Google’s estimated potential total global search revenueif it had access to the Chinese
marketin 2017-2021

In billions ofdollars. Underlying data for this figure canbe found inappendixJ, tableJ.18.
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Source: USITC calculations; Statista database, “Search Advertising—Worldwide,” accessed January 18,2022; StatCounter, “Search Engine
Market Share China,” accessed January 18, 2022; AlphabetInc., “Form 10-K” February 3, 2020, 29; AlphabetInc., “Form 10-K” February1,

2022, 33.
Note: Low-endshare (low)is 7 percent of estimated total China search revenue, and high-endshare (high) is 42 percent of estimated total
China searchrevenue. Bothestimates are added to current search revenue.

Box 3.3 Challenges with Censorshipin Chinafor OtherInformation Providers

The information providerindustry earns billions of dollarsin revenues, and features anumber of
prominentfirms (e.g., Bloomberg, S&P Global, etc.). However, itis unclearthe extent to which
censorshipin Chinaisa challenge forthem. Information providers primarily provide a business-to-
business service, aggregating and collecting datasets and information thatis often for a specificfield
(e.g., legal translations and analysis, financial market prices, orinternationaltrade data). At least four
companiesinthisfield had revenues higherthan S5 billion in 2020 (Bloomberg, IHS Markit, Thomson
Reuters, and S&P Global).2

The suppression of targeted speech may affectinformation providers both when they collect
information, and when they distribute the information they have collected. On the collection end, if the
sources of data are censored or no longer exist, then one challenge is to produce areliable dataset. Also,
recent regulatory requirementsin Chinaconcerning datalocalization led multipleinformation providers
to express concernintheirannual reports about how to maintain compliance while acquiring
information and combiningitinto datasets.’

On the distribution end, due to reported unreliability of some of the data, many information providers
attemptto use alternative methods to estimate economicdata such as growth, inflation, or
employmentin China. The mostrecent U.S.-China Economic and Security Review Commission Annual
Reportto Congress states thatthe Chinese government has attempted to censor such estimates.cOne
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example describedinthe report was from April 2020 when a Chinese brokerage firm reported that the
actual unemployment rate was likely much higher than the official rate, 20.5 percent comparedto 6.2
percent, respectively. Afterthe estimate gained attention online, the firm retracted this estimate (likely
due to government pressure) and the research head forthat firm was laterfired.? Such estimates may
run counterto the Chinese authorities’ information control goals, which, according to observers, are to
amplify information that supports desirable narratives, and censorinformation that does not.®
Furthermore, datasets produced for Chinese customers need to be modified to match Chinese policy
(e.g., change Taiwan to Chinese Taipei, any maps of the South China Seashow Chinese territory claims,
etc.).f

Itislikelythat Chinese censorship negatively affects both information providers and their customers.
These censorship challenges canincrease costs, as providers may have to put in more work collecting,
cleaning, and modifying datasets and information to comply with local requirements.8 Further, it can
alsoreduce the value that customers place on the data if they are concerned thatit might not be
accurate. Adulterated datasets can also have an effect oninformation providers’ customers, as they may
not have as accurate of information regarding the Chineseeconomy and laws, which they may be using
to make business decisions."

Chinese retaliation for the release of unauthorized information can also affectinformation providers.
Reportedly there was asoft ban on purchases of Bloomberg Terminalsin Chinadue to Bloomberg News’
reporting of the wealth of Chinese officials, but the restriction ended when Bloomberg stopped pursuing
afollow-up story.

aForbes, “Bloomberg,” accessed March 7, 2022;IHS Markit completedits merger with S&P Global on February 28, 2022; S&P Global, “S&P
Global and IHS Markit,” February 28, 2022; Thomson Reuters, Annual Report 2020, March 10, 2021, 4; S&P Global. “Form 10-K,” February 9,
2021, 32.

b S&P Global, “Form 10-K,” February 9,2021, 17; IHS Markit, Annual Report 2020, January 22, 2021, 29; Government of China, Personal
Information Protection Law, August 20,2021.

¢U.S.-China Economic and Security Review Commission, 2021 Annual Report to Congress, November 2021,126-27.

dU.S.-China Economicand Security Review Commission, 2021 Annual Report to Congress, November2021,126-27.

eU.S.-China Economicand Security Review Commission, hearing transcript, September 8, 2021, 113-15 (testimony of Rebecca Fair, Thresher);
Fair, writtentestimony to the U.S.-China Economicand Security Review Commission, August 24, 2021,4-7.

fIndustryrepresentative, interview by USITC Staff, June 2021.

8 S&P Global, “Form 10-K,” February9, 2021, 17; IHS Markit, Annual Report 2020, January 22, 2021, 29.

h IHS Markit, Annual Report 2020, January 22, 2021, 29.

T USITC, Foreign Censorship, Part 1,2022, 81-82.
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Chapter 4

Effects of Foreign Censorship on
Audiovisual Content and Examples of
Extraterritorial Censorship

This chapter describes and estimates the economic effects of censorship-related measures experienced
by producers and distributors of audiovisual content, including box office movies, subscription video
streamingvideo services, and video games. In addition, italso includes examples of extraterritorial
censorship faced by U.S. firms across a range of industries.

Producers and distributors of audiovisual contentare impacted by premarket content review and self-
censorship. Asdiscussedin Foreign Censorship 1, creative content can be subjectto censorship review as
a condition formarketentry and isemployedin all of the key markets, particularly in China. The editing
and creation of new content to address specificor potential objections from Chinese authorities
requires U.S. film studios and video game producers to incur additional costs if they wish to distribute in
China. The censorship review process can also encourage these firms to self-censor and preemptively
tailortheircontentto appease government censors.

Like digital services providers discussed in chapter 3, producers and distributors of audiovisual content
also experience censorship-enabling measures, specifically market access restrictions.?°* Forexample,
movie studios are affected by quotasin Chinaonthe numberof foreign films allowed to be screened
each year. Filmsthat are granted distribution are limited by government-controlled screening dates and
times, and the number of theaters forscreening. Asdiscussed in the box office movies case study below,
these censorship-enabling restrictions boost domesticfilm production, while simultaneously controlling
what Chinese citizens watch, and have significant revenue impacts on U.S. firms.

While the purpose of this chapteristo quantify the impact of foreign censorship-related measures on
producers and distributors of audiovisual content, data limitations preclude the Commission from
qguantifying the impact of certain types of censorship. Specifically, due to the lack of data on editingand
other production-specificcosts, itis not possible to quantify the cost of complying with premarket
contentreview and self-censorship on box office movies orvideo games. The analysis below therefore
focusesonrevenue foregone due to market access blocks for box office movies and subscription video-
on-demand (SVOD)services, and due to high levels of media censorship forvideo games. In addition,
where possibleadetailed explanation of the possible costs incurred from premarket content review and
self-censorshipisincluded.

201 The Commission’s estimates of the costs of censorship-enabling measures aresubjectto the caveatthat these
measures may have multiple policy objectives, sothe estimated effects associated with such measures are broader
than only the effects of censorship. For a complete discussion of directcensorship measures, see USITC, Foreign
Censorship, Part 1,2022,41-49.
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Summary of Key Findings

e PremarketcontentreviewsimpactU.S. producers and distributors of audiovisual content, who
will often go out of theirway to edit contentto ensure it avoids sensitive topics that could
precludeitfromenteringaspecificmarket. They also are incentivized to self-censortoincrease
the probability of obtaining market access.

e (Costsrelatedto premarket review and self-censorship by U.S. film studios may include
additional content editing to mitigate the risk of offending perceived sensitivities; adding
contentthat could be received positively by censors; hiring cultural consultants to avoid
content censors may deem objectionable; foregonerevenue onfilm projects that are not
undertaken because of potential sensitivities; and potential lost revenues from global
audiences rejecting censored content.

e U.S.videogame companiesare also subject to premarket content review and self-
censorshipin Chinaandincursimilarcosts from modifying and vetting content,as well as
foregone revenues, to satisfy censors.

e Market accessrestrictionsimpact box office movies, streamingvideo, and video games by
blocking accesstothe distribution and purchase of content. These blocks are costly in terms of
foregone revenue and can be substantial depending on the market.

e In 2021, four U.S. films—which were among the 12 largest-earning filmsin terms of global
box office revenuein 2021—were blocked by Chinaresultingin potential lost revenue
ranging from $289 million to $651 million based on historical U.S. film shares of China’s box
office revenue.

e China’s marketaccess blocksimply large lossesin potential revenuesfor U.S. streaming
video platforms. Estimates of foregonerevenue forthe block of U.S. SVOD platformsin
Chinarange from $590 millionto $4.1 billionin 2021.

e Forvideogames, highlevels of mediacensorship have been associated with lower per-user
video game revenues for both digital and physical video games. Commission estimates suggest
that revenuesforU.S. video game companiesin 2019 could have increased by about $1.1 billion
in Chinaand $584 millionin India.

e Throughthe threat of website access blocks and marketaccess denial, Chinahasbeenable to
extendits censorship aims beyondits borders to affect U.S. firms’ global operations,
contributingtoincreased regulatory compliance costs, reduced revenue, and increased self-
censorship.

Box Office Movies

Although countries routinely conduct premarket review of films, because of the size of the Chinese box
office, which has been importantforthe profitability of U.S. films, censorship-related measuresin China
are the mostimpactful for U.S. film studios. In 2020, China overtook the United States to become the
world’s largest global box office, after building new theater screens at a fast pace duringthe last decade.
Chinanow has nearly double the number of movie screens compared with United States, with many
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more expectedto be builtinthe comingyears.2°? China’s increasingly strict censorship of the film
industryis costly for U.S. film studios operatingin whatis now the world’s largest film market,
accountingfor more than one-third of the global box office revenuein 2021.2° Increased censorship of
filmsisoccurringin the context of an expanding Chinese domesticfilmindustry, which the government
views as a key economicsectorand a critical vehicle for promoting Chinese Communist Party (CCP)
propagandaobjectives.?’* The market has been vital forthe profitability of certain U.S. “tentpoles”
(large-budget filmsthatare expectedto be highly profitableand able to subsidize studios’ smaller, less
profitable films).2%

The Chinese government has tightened censorship review and increasingly restricted release of U.S.
filmsin China, while simultaneously encouraging domestic filmmakers to produce nationalisticand
patriotic-themed films.2°¢ Chinese film authorities plan to promote 10 domestictentpoles each year,
whichinclude nationalisticfilms, according to the government’s latest Five-Year Plan.2°” With such
strong support from the governmentand improved content quality produced by domesticsuppliers,
Chinese domesticfilms now dominatethe country’s box office. In 2016, U.S. films accounted for5 of the
top 10 films by numberof admissionsin China. But U.S. films’ share has declined, particularly since 2018
when regulatory and censorship control were centralized underthe China Film Administration (CFA),
whichis part of the publicity department of the CCP.2% By 2019 (priorto the COVID-19 pandemic), only
2 U.S. films, Avengers: Endgame and Fast and Furious, were in the top 10 in China. In both 2020 and
2021, no U.S. films were among the top 10, despite U.S. productions beingamongthe leading box office
films globally.?% The total number of U.S. films shown in the Chinese market also declined. In 2021, 25
U.S. filmsreportedly were released theatrically in China, compared with an estimated 45 U.S. filmsin
2019.21° U.S. films accounted forless than 12 percent of China’s total box office receiptsin 2021.2* The
declinein U.S. films screened in Chinasuggests that censorship-related policies also serve to protect the
domesticChinesefilmindustry from foreign competition.2*2

202 |j, “How Hollywood Sold Out,” September 10, 2021.By 2025, the government aims to have 100,000 total
screens,compared to 45,000 in the United States. Tartaglione, “China Outlines 14th Five-Year Plan,” November 16,
2021.

203 Frater, “China Is Poised to Retain Worldwide Box Office Crown,” December 23, 2021.

204 ju, “Is Spider-Man: No Way Home Banned?” November 12, 2021.

205 ju, “Spider-Man,” January 3, 2022.

206 |ju, “Is Spider-Man: No Way Home Banned?” November 12, 2021.

207 Tartaglione, “China Outlines 14th Five-Year Plan,” November 16, 2021.An example of the nationalisticgenreis
The Battle of Lake Changjin, an historical drama aboutthe Chinese Army inthe Korean War, which was the biggest
global box officefilmin 2021 ($896 million) beforeit was overtaken by Spiderman: No Way Home ($1.3 billion) at
the end of the year. Almost all of the revenues for the filmwere earned in China.Box Office Mojo, “The Battle at
Lake Changjin,” Global market revenues 2021, accessed January 2,2022.

208 pen America, Made in Hollywood, August 5, 2020.

209 European Audiovisual Observatory, Focus 2017, May 18, 2017,51; European Audiovisual Observatory, Focus
2020, June 14, 2020, 51; European Audiovisual Observatory, Focus 2021, July 9, 2021.

210 Brzeski, “Who’s In,” December 9, 2021.

211 Davis, “Hollywood’s Ability to Influence,” January 4, 2022.

212 Corey, “Censorship and U.S. Content Exports to China,” June 29, 2020.

United States International Trade Commission | 107



Foreign Censorship Part 2: Trade and Economic Effects on U.S. Businesses

Premarket Review and Self-Censorship

Chinamaintains anincreasingly strictand often lengthy premarket censorship review processfor U.S.
films. 213 Reportedly, censorship comments often are communicated verballyby censoring authorities,
not inwritingand not according to written guidelines, which creates ambiguity and encourages U.S. film
studios to self-censor. !

Because of the Chinese government’s control over film imports and their distribution in the Chinese
market, U.S. film studios reportedly go out of their way to self-censorto ensure that their content avoids
topics and depictions of Chinathat may raise objections and be blocked by censors.?!* In addition to self-
censorship, insome cases, studios reportedly create special content forthe Chinese market that they
think may please censors, inorderto receive favorable treatmentfortheirfilms, such as betterrelease
dates, and increased promotion.?'® The editing and creation of content to meet specificor potential
objections from Chinese authorities impose additional costs on U.S. film studios who do not want to
offend Chinese sensitivities. This occurs even for films targeted to the U.S. and third-country markets.

Self-censorship by U.S. film studios of content for the Chinese market could raise costs in several ways:

e Additional editing of contentto avoid perceived sensitivities of Chinese authorities.

e Creatingandaddingadditional contentthat could be perceived positively by censors.

e Costsassociated with hiring cultural consultants to avoid sensitive content.

e Costsrelatedtothe uncertainty of whatis acceptable to the Chinese government and censors,
which result from additional editingand review.

e Opportunity costs associated with lost revenue foregone on film projects that were not
undertaken because of potential retribution from Chinese authorities.

o LostrevenuefromU.S.and otherglobal audiences rejecting censored content.

Thereislittle publicinformation about the extent of self-censorship orthe costs related to the practice
as U.S. film studios are reluctant to publicly comment on the issue.?'” The information thatis available is
anecdotal, with referencesin the trade press, ornoticeablechanges between films released in China
compared to the original versions of those films released in other global markets. Forexample, in China,
the trailerfor Top Gun: Maverick, revealed self-censorship of Tom Cruise’s flight jacket with flags of
Taiwan and Japan removed.?*® This may have been arelatively low-cost edit, but otherself-censored
content changes are more costly. Forexample, Paramount executives spared the Great Wall of China
from destructionin World War Z (2013) because they were anxious to get the movie approved for
release in China. This was one of a series of changes aimed at removing content that studio executives
feared would be construed negatively by Chinese authorities.?!° Despite the extensive and costly

213 See generally Government of China, FilmIndustry Promotion Law, November 7,2016.

214 pen America, Made in Hollywood, August 5, 2020.

215 Allen-Ebrahimian, “China Is Censoring,” September 1, 2020.

216 BBC, “Hollywood Censors Films,” August 6, 2020.

217 pen America, Made in Hollywood, August 5, 2020, 5.

218 pen America, Made in Hollywood, August 5,2020,24-25. The filmwas ultimately released in the United States
with the flags reinserted. Toh and Chang, “Top Gun: Maverick’ Brings Back the Taiwan Flag,” June 2, 2022.

219 Daniel, “Iron Man 3 Execs,” May 14,2013; Pen America, Made in Hollywood, August 5, 2020, 24, 28.
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changes, the film was still not released in China.??° Another example of a studio making major costly
edits was MGM reportedly spending S1 million on the 2012 film, Red Dawn, to digitally transform its
Chinese villainsinto North Koreans.??! Atthe same time, changes or additional content to please censors
in Chinacan incur costs outside China, however. Forexample, the 2019 film Abominable featured a
nine-dash line map, which reflected China’s disputed claims onislands in the South ChinaSea, a highly
sensitivesubjectto China’s neighbors.2?? In this case, the editalsoled to lost potential revenue in other
markets—Vietnam, Malaysia, and the Philippines banned the movie in response to the characterization
of the territory on the map. 2?3

One importantsource of information on how studios approach self-censorship was revealed in 2014,
wheninformation about Sony’s internal business strategy was made public, showing the extent to which
studio executives deliberate on altering contentin orderto anticipate how Chinese authorities might
react to theirfilms.22* Forexample, in Sony’s movie, Pixels, there were reportedly extensive discussions
by Sony executives on eliminating content, including deleting ascene of the Great Wall being destroyed
and referencestothe film antagonist’s connection to the Chinese Communist government.2?® The edits
were made priorto Chinese censors’ review to forestall any objections from authorities.??® Reportedly,
there were alsointernal discussions on how the studio could make other films more agreeable to
Chinese censors, including content changes to the 2014 remake of RoboCop.??’

Anotherpotential cost could arise if studios altertheir content to appease Chinese censors to the extent
that U.S. and global viewers “stop watching their movies.”?28 If there is some backlash, it could lead to
revenue losses frominternationalaudiences. Forexample, credits forthe Disney film Mulan thanked the
government of Xinjiang where scenes were filmed (home to the repressed ethnic minority Uyghurs),
which created a backlash against the film and call for boycottsinthe U.S. and other markets.2?° In
addition, the film’s star Liu Yifei expressed support for police crackdowns in Hong Kong, which added to
the foreign backlash against the film.23°

There issome debate about whether U.S. film studios are altering films to tailor to Chinese audiences or
adding contentand adjusting storylines to please Chinese censors.?*! Forexample, one source suggested
that additional footage forthe version of Iron Man 3 released in the Chinese market was more about
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September 8,2020; Brenner, “Rated C for Censored,” October 29.
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pleasing Chinese censors than a market strategy to appeal to Chinese theatergoers.?3? Substantive edits
to create a differentversion of tentpole films can be costly. Edits for/ron Man 3 included the addition of
four minutes of scenes that were produced with a Chinese production company. These changesincurred
production costs and likely would not have been made in the absence of the censorious environment.233

U.S. studios also face potential costs related to the uncertainty about whether content might be judged
acceptable ornot acceptable. U.S. film studios are unsure about the priorities of Chinese censors,
beyond avoiding sensitive topics such as Taiwan, ethnicminorities, or China’s claims on the South China
Sea. A majorproblem forstudiosisthat Chinese censors’ sensitivities are reportedly constantly shifting,
and are loosened ortightened frequently.?3* Although there are official published policies on banned
content, the rules are reportedly overly general, vague, and open to interpretation, which makes it
difficultforstudios to know what contentis acceptable.?** Asaconsequence, studios self-censor even
the most “mildly unfavorable” content, which incurs additional time and costs for studios. 23¢

Market Access Restrictions

AllU.S. and foreign filmsin Chinaare subjectto a release quota, and all films must be submitted to the
CFAforreview, clearance, and release. In addition to review, the CFA controls release dates, number of
theaters where films can be shown, screening times, and film promotion budgets.?*” In some cases,
Chinese authorities block films from the market by not providing release dates, even for films that
reportedly passed censorship review; whilein other cases, film releases are delayed, which can resultin
lost potential revenues. Chinese release quotas likely have a mix of motives, including promoting the
domesticfilmindustry, butthey may also facilitate censorship, forexample, by limiting the films that
may be releasedin China.238

Quotas on Foreign Films

China’s quotaon the number of foreign films allowed to be screened under profit-sharing arrangements
with Chinese distributors was setat 10 in 1994 and expandedto 34 filmsin 2012 underthe U.S-China
Film Agreement.23° Underthe agreement, China and the United States were to “engage in
consultations”in 2017 to discuss furtheraccesstothe Chinese marketfor U.S. films, but the 34-film
import quota, which has been allocated mostly to films from large Hollywood studios (Disney,
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233 Daniel, “Iron Man 3 Execs,” May 14,2013.
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233 0’Connor and Armstrong, Directed by Hollywood, October 28,2015; Accordingto the Officeof the U.S. Trade
Representative, as of March 2021, China had not fullyimplemented its commitments under the 2012 film
agreement. USTR, 2021 National Trade Estimate Report, 2021,127; U.S. Department of State, “Films for Theatrical
Release: Memorandum of Understanding Between the United States and China,” April 25,2012.Follows, “The Rise
andRise of the FilmBusiness in China,” January 26,2015.
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Paramount, Sony, Universal, and Warner Brothers), is reportedly still in effect.2*° However, in certain
years, the number of foreign films screened may be fewer or more than 34. For example, in 2017 over
40 films were screened, while in 2021, only 25 U.S. films were screened.?*! For such profit-sharing films,
U.S. film studios primarily submit large-budget tentpoles and earn 25 percent of the box office revenues
(compared with roughly 60 percentin the United States and as much as 40 percentin other global
markets).2*2 This leaves 75 percent of box office revenues accruing to the Chinese filmindustry and
governmentincluding revenues provided to film distributors and theaters.?*? In addition to the titles
allowed underthe 34-film profit-sharing quota, which are generally larger-budget U.S. movies, foreign
films also enter Chinathrough separate less lucrative buyout arrangements, where filmmakers sell
broadcast rights to Chinese distributors foraflat fee.?** These films, which are not subjectto a quota,
are generally smaller-budget productions and often, though not exclusively, include films from other
country suppliers, such as South Korea, Japan, and India.?*°In 2019, 87 foreign flat-feefilmswere
screenedin China, which accounted forless than 7 percent of the annual box office thatyear. 24®

China’s film quotais costly for U.S. films studios in terms of lost potential revenue. This can be expressed
as the revenue they would have earned in the absence of the quota, with market forces determining the
numberof U.S. films that could be screened profitably in China, as well astheirruntime intheaters. An
integral part of the profit-sharing quotaregime is that Chinese authorities control marketing, screening
dates, the numberof theaters, and where U.S. films can be shown, which also contributes to lost
potential revenues for U.S. film studios. In addition, the cost of the quota is also borne by the Chinese
theaterindustry. One recentstudy estimates that the quotaleadsto lowerrevenues for Chinesefilm
distributors and cinemas, as well as reduced Chinese consumer welfare.?*”

240 The film quota applies to foreign films thatreceive a share of profits from the Chinese market. The 34 films
consistof 20 2-dimensional and 14 3-D and IMAX films. Zheng, “China Quietly Opens Door,” October 23, 2018;
Brzeski, “China’s Quota on Hollywood,” February 9, 2017;Papish, “Foreign Films in China,” March 2, 2017; Harris
Bricken, “China Film,” June 19,2018; USTR, 2021 National Trade Estimate Report, 2021,127; U.S. Department of
State, “Films for Theatrical Release: Memorandum of Understanding Between the United States and China,” April
25,2012.

241 Brzeski, “Who’s In,” December 9, 2021.Other sources alsoindicatea decreasing number of U.S. films in the
Chinese market inrecent years.Zheng, “China Quietly Opens Door,” October 23, 2018;Brzeski, “China’s Quota on
Hollywood,” February 9, 2017; Papish, “Foreign Films in China,” March 2, 2017; Harris Bricken, “China Film,” June
19, 2018; Davis, “By the Numbers,” January 13, 2022.

242 9’Connor and Armstrong, Directed by Hollywood, October 28, 2015, 4; Zipin, “How Exactly Do Movies Make
Money?” October 18, 2021.

243 Davis, “Hollywood’s Ability to Influence,” January 4, 2022; Dezan Shira & Associates, “Navigating Restrictions,”
December 17, 2015.

244 Buyout films arenot subjectto a quota but imported film numbers vary by year. Papish, “Foreign Films in
China,” March 2, 2017; Davis, “By the Numbers,” January 13, 2022.

245 Papish, “Foreign Films in China,” March 2, 2017; Davis, “By the Numbers,” January 13, 2022.

246 12021, 42 such films were screened in China. Davis, “By the Numbers,” January 13, 2022.

247 Ho, Rysman, and Wang, Demand for Performance Goods, August 3, 2021; Pen America, Made in Hollywood,
August 5, 2020, 15.
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Estimated Lost Revenue Related to Blocks

Chinese censorship authorities may block specificU.S. films by not providing release dates for screening
in Chinese theaters, eventhoughin some casesthey reportedly pass censorship review. As estimated
below, this de facto censorship inthe world’s largest film market results in substantial potential revenue
lossesforU.S. film studios on some of their blockbuster tentpole films which lowers global box office
revenue forthese films. Also described below, Chinese authorities allow some U.S. films to be released
aftersubstantial delays caused by the censorship review process, which reduces the revenues received
by U.S. movie studios. When film releases are delayed, widespread piracy in Chinacan severely depress
theatrical revenues as potential movie-goers view pirated copies.?*®

The following section provides estimates of lost revenue of four U.S. films that were blocked or never
received arelease date by Chinain 2021. The fourfilms discussed beloware U.S. tentpole films released
by Disney’s Marvel Studios, as a part of the Marvel Cinematic Universe (MCU), that generated large
global box office revenuesin 2021 but were blocked by China. MCU films have been popularand
traditionally generated large revenues in China, forexample, Avengers: Endgame (2019) had box office
receipts of $629 millionin China.?*° The Chinese box office accounted for between 10to 20 percent of
the studio’s global revenuesin recentyears.?>°

Two prominent examples of MCU tentpole films that were blocked from release, reportedly because of
sensitivity in China, although not officiallybanned, are Eternals, directed by Chinese-born, Academy
Award best directorrecipient ChloeZhao, and Shang-Chiand The Legend of the Ten Rings (Shang-Chi),
Marvel’s first Asian superhero movie. Both films were expected to have alarge market in Chinabased on
previous demand forthe Marvel franchise’s filmsin the market. In addition, two other MCU films Spider-
Man: No Way Home, which had the largest global box office revenue ($1.4 billion)in 2021, and Black
Widow, the 12" largest film by global revenues (5380 million) in 2021, were also blocked. Spider-Man:
No Way Home was co-produced by Columbia Pictures and Marvel Studios and distributed by Sony
Pictures. The film was reportedlynot released in China because Sony ultimately rejected changes
requested by authorities to deleteand minimize the appearance of the Statue of Libertyinthe end
scenes.?*! Spider-Man films in particular have generated large revenues in China. Spider-Man: Far From
Home (2019), earned $199 million, and Spider-Man: Homecoming (2017) generated $116 million.?*2 The
block of the latest Spider-Man film resulted in substantial estimated potential revenuelosses for the
U.S. film studio. Black Widow reportedly passed censorship review but ultimately did not receivea
release date from Chinese authorities, reportedly due to continued angerand controversy surrounding
Shang-Chi, discussed further below.?>3

248 Revenues for box office films may also beforegone from ancillary revenue streams such as toys and
merchandise, as well as licensing deals.In somecases, movies may make more from merchandisesales than box
office ticket sales. Shelton, “Movies that Made More Money,” September 23,2021.

249 Clark, “Marvel Studios Has Been Shut Out,” November 11, 2021.

250 Whitten, ““Shang-Chi’ Doesn’t Have a Release Date,” September 2,2021; Mendelson, “Disney Can’t Depend on
China,” April 20,2021.

251 Belloni, “The Chinese Had One Note,” May 1, 2022.

252 Clark, “Marvel Studios Has Been Shut Out,” November 11, 2021.

253 Davis, “Black Widow’s’ China Delay,” July 9, 2021; Liu, “Disney Exec Sidesteps Questions,” October 16,2021.
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The film Eternals was not provided arelease date by Chinese authorities reportedly because of the
surfacing of negative commentsin aninterview by Zhao eightyears previously that were critical of the
Chinese government. Once the interviewwas discovered, Chinese censors deleted all online references
to the directoron social mediaandinthe press, and Eternals was subsequently not released in China.?>*
Similarly, Shang-Chiwas not provided a release date by Chinese authorities,eventhoughitdrew large
international audiences, including in other Asian markets such as South Korea and Japanin 2021.%>° The
film reportedlysparked anger because some Chinese social media users stated that the film’s lead
character, Simu Liu, had insulted China, and that the film’s backstory, based on the original 1973 comic,
was racist.>*¢ In the case of Shang-Chi, the U.S. studio had reportedly targeted Chinese audiences and
did not expect the negative backlash. The Asian-themed film included many references to Chinese
culture, starred Chinese-American and Hong Kong stars, and used Mandarin language at times, all of
which were aimedto appeal to Chinese audiences. According to one industry publication, the studio
“actively courted China” for this film with favorable treatment of Chinese culture, and many Chinese
viewers who saw the film abroad commented onlinethatit was “the most respectful treatment of
Chinese culture comingfrom a Western production.”?>’

Commission estimates of foregonerevenue resulting from the blocking of the four movies mentioned
above in Chinaare generated by multiplying the estimated global box office revenue, adjusted upward
to include China, by Chinese market’s historical share of revenue for Marvel films; since 2013, the share
has ranged between 10and 20 percent of the global market.2® In total, revenue losses for these four
films are estimated to have ranged from $289 million to $651 millionin 2021 (table 4.1).

Table 4.1 Select U.S. Films: Estimates of film studios’ foregone revenue from being blocked in China,
2021

In millions of dollars and global rank. n.a. =not applicable.

United Global Foregone Chinese Foregone Global

States (excluding China) revenues Chinese revenues rank in
Film (million $) (million §)  (10%) (million $) (20%) (million $) 2021
Spider-Man: No Way Home 631.8 1,390.8 154.5 347.7 1
Shang-Chi 2245 432.2 48.0 108.1 9
Eternals 164.8 401.6 44.6 1004 10
Black Widow 183.7 379.6 42.2 94.9 12
Total 1,204.8 2,604.2 289.4 651.1 n.a.

Source: USITC calculations; IMDb, Box Office Mojo database, accessed January 2, 2022; Whitten, ““Shang-Chi’ Doesn’t Have a Release Date,”
September 2,2021.

Note: Foregone revenue estimates are based on adjustment of global box office revenues upward to reflect global box office revenue that
would haveincluded China. We adjust global revenues upward by dividing by 0.9and 0.8to create a new base for the 10 percent and 20
percent columns, respectively. For example, for Spider-Man: No Way Home, the calculation for the 20 percent estimate is

(1,390.8/0.8) x0.20=347.7.

254 Brzeski, “Chloe Zhao’s Oscars Glory,” April 26,2021.

255 Young, Chien, and Paybarah, “Shang-Chi’ Wins a Warm Asia Greeting,” September 17,2021;Xi, “Black Widow’
Release Delayed,” July 2021.

256 Davis, “‘Shang-Chi’ May Be Banned,” September 16,2021; Young, Chien, and Paybarah, “Shang-Chi’ Wins a
Warm Asia Greeting,” September 17, 2021;King, Pan, and Roberts, “How the Chinese Government Fabricates
Social Media Posts,” August 29, 2017.

257 Davis, “‘Shang-Chi’ May Be Banned,” September 16, 2021.

258 Whitten, “‘Shang-Chi’ Doesn’t Have a Release Date,” September 2,2021.
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Delayed Film Releases

Chinese censoring authorities strictly control release dates for films, in some cases they delay the
release date of U.S. films beyond commercially optimal release times, which can dramatically decrease
film profitability.?>® Generally, U.S. studios aim to release films simultaneously across the globe to foster
consumerinterestand minimize the impact of piracy.?° The release of U.S. filmsin China, sometimes
weeks afterthe film premiersin other markets, dampens consumer buzz and results in many potential
theatergoers viewingthe films through pirated means.?®! Forexample, the film Jungle Cruise, starring
Dwayne Johnson, reportedly a popularactor with Chinese audiences, was released in China three
months afterits global theatrical and streaming release date.2%2 This delay reportedly depressed the box
office performance in Chinabecausethe film was widely viewed on pirated media according to industry
sources, and may have resulted in millions of dollarsin lost revenue.?%® Similar links between delayed
release dates, depressed box office revenues, and piracy have been noted for Mulan.?%*

Subscription Video Streaming Services

SVODservices are fee-based subscription services that provide consumers with unlimited accessto a
library of video content (e.g., movies, TV shows, documentaries, and other content).2%> Netflixand
Amazon (Amazon Prime Video) were the largest global providers of such servicesin 2021. The global
SVOD marketis expandingrapidly with many new entrantsin recentyears, including U.S. companies
such as Disney (Disney+), Warner Media (HBO Max), Apple (Apple TV+), and CBS Viacom
(Paramount+).2%¢ U.S. platformsled the international marketfor SVODin 2021. Netflix held the largest
global share with 214 million subscribers worldwide; Amazon Prime Video (175 million) and recent
entrant Disney+(118 million) also have large and growinginternational subscriber bases.2¢” Although
U.S. SVOD platforms are marketleadersin most countries, they are bannedin Chinaand face various
censorship-related measuresin many other markets, including Russia, India, and Indonesia, examples of
which are elaborated below.2¢®

Indonesia: Shortly after Netflix simultaneously launched in 130 foreign markets in 2016, the platform
was blockedinIndonesia by the state-owned Telkom Group, which owns the leading at-home and
mobile telecommunications services providers in the country.2%°In 2016, Netflixwas blocked from

259 pen America, Made in Hollywood, August 5, 2020, 15.

260 pen America, Made in Hollywood, August 5, 2020, 15.

261 pen America, Made in Hollywood, August 5, 2020, 15.

262 Brzeski, “China Box Office: Disney’s ‘Jungle Cruise,”” November 15,2021.

263 Tartaglione, “China Outlines 14th Five-Year Plan,” November 16, 2021; Tartaglione, “The Matrix Resurrections’
Cleared,” November 23, 2021.

264 Xu Elegant, “Disney Tailored ‘Mulan,” September 20, 2020.

265 El|js, “What Are SVOD, AVOD, and TVOD?,” accessedJanuary11,2022.

266 .S. companies that have entered the global marketin recent years alsoinclude Comcast, Discovery, and
others. Yahoo News, “Netflix (NFLX) Rides on International Content,” May 27, 2021.

267 Subin and Sherman, “Disney Makes the Trend Clear,” November 10, 2021.

268 USITC, Foreign Censorship, Part 1,2022.

269 Kelion, “Netflix Blocked by Indonesia,” January 28,2016; industry representative, interview by USITC staff, July
23,2021.
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operating until July 2020.%7° This followed the Telkom Group, which accounts forabout 50 percent of
the Indonesian SVOD market, reportedly censoring the platform based on contentit considered sexually
suggestive and violent.?’! Before the 2016 block, one industry observer forecast that Netflix’s revenue in
Indonesiawould reach $76.6 million by 2020, with total revenue between 2017 and 2020 forecastto be
$138.3 million.?”? Assuming Netflix would have had about half of the Indonesian market, the firm’s
estimated foregone revenues would total $69.2 million during the period.?”3

India: In recentyears, original Indian content, created and produced in collaborations between U.S.-
based SVOD providers and Indian content suppliers, has faced increased censorship in India, particularly
with respectto religion, sexual content, and politically sensitive content. Backlash from certain
government officials and segments of the publichas resulted in content removal, self-censorship, and
increased costs for U.S. platformsin scriptreview and vetting of existing and proposed Indian original
content.?’* Forexample, Amazon’s original content production, Tandav, a political dramaseries released
in 2021, garnered complaintstothe police and legal complaints about depictions of Hindu deities. Asa
result, Amazon Prime Video’s head of original contentin India was questioned by police.?’* Legal
complaintsina numberof Indian States regarding the series reached the Indian Supreme Court, which
ruled thatthe show’s Indian producers could not be detained, but opined thatthere should be some
governmentscreening of “these types of content.”?’¢ Amazon relented and cut the “objectionable
scenes” and apologized forthe content.?”’

Backlash against SVOD programs by some viewersinIndia has resulted in tighter government scrutiny of
SVOD content. In 2020, oversight of the industry shifted from the technology ministry to the information
ministry, which reportedly has a history of strictly regulating over-the-air TV broadcasts.?’8 In addition,
the governmentsetup a three-tier “grievance process” that establishes a grievance redressal
mechanism forthe public, which requires SVOD executives to coordinate with law enforcement
authorities on content complaints.?’® Indian censoring practices impose costs on U.S.-based SVOD
platforms, which have large subscriber basesin India. The costsinclude additional spending on

270 Ong, “Netflix Indonesia Called Out,” March 3, 2021.

271 Kelion, “Netflix Blocked by Indonesia,” January 28,2016; industry representative, interview by USITC staff, July
23,2021.

272 Statista, “Netflix: Streaming Revenues inIndonesia,” July 8, 2016; Eloksari, “How Netflix Went from Foe to
Friend,” August 9, 2020.

273 USITC calculations; Statista, “Netflix: Streaming Revenues inlIndonesia,” July 8, 2016. More recently, U.S. SVOD
providers arefacingincreased scrutiny fromIndonesian authorities includingtheIndonesian Broadcasting
Commission,which asserted that there should be more regulations on “negative content” including “pornography,
LGBT, and violence.” Ong, “Netflix Indonesia Called Out,” March 3, 2021.

274 Jamkhandikar, Kalra, and Rocha, “Bollywood, Streaming Giants,” March 5, 2021.

275 Jamkhandikar, Kalra,and Rocha, “Bollywood, Streaming Giants,” March 5, 2021.

276 Easton, “Amazon and Netflix in Crosshairs,” March 8,2021; Supreme Court of India, “Record of Proceedings,”
February 25,2021.

277 Jamkhandikar, Kalra,and Rocha, “Bollywood, Streaming Giants,” March 5, 2021. Whilethis is an example of
content being restricted, the changes may be due to market preferences instead of censorship.ltis a casewhere
the distinctionisunclear.

278 Thomson, “India Rejigs Streamer Regulations,” November 16, 2020.

279 phartiyal, “India Says Video Streaming Platforms,” March 25, 2021; Government of India, Ministry of Electronics
and Information Technology, “Notification Dated, the 25th February,” February 25, 2021, Partll., Sec. 3(2).
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reviewing and vetting scripts and hiring additional staff and consultants to avoid potentially
objectionable content. SVOD providers are also subject to legal and other costsin responding to
grievance cases. 8% In addition, self-censored and deleted content can reduce the numberand variety of
programmingthatthe services provide in India, which could lower subscriberinterest resultingin
foregone revenue. Goingforward, foreign and domesticSVOD platformsin Indiaare expected to face
continued scrutiny of their content, which may lead to increased uncertainty and self-censorship.28!

Russia: In Russia (before Netflix suspended operations in March 2022 due to Russia’s invasion of
Ukraine), Netflix was reportedly underinvestigation in 2021 by Russian authorities overlesbian, gay,
bisexual, transgender, and queer (LGBTQ) content undera 2013 “gay propagandalaw,” which sets fines
for the distribution of information on non-traditional sexual relationships.?8? Netflix could have faced
finesand a costly temporary suspension.?®® This reflects broader censorship of LGBTQ contentincluding
self-censorship by film distributors not wanting to displease government officials.22* This form of
censorship by authorities has been decried by human rights groups andis a violation of Article 10 of the
Convention forthe Protection of Human Rights and Fundamental Freedoms, accordingto a 2017 ruling
by the European Court of Human Rights. ?#> Such reported censorship would force Netflixto restricta
number of programs inits library. 2% The outlook for U.S. SVOD providersin Russiais thattheirservices
will be suspended indefinitely given Russian measures imposed during the ongoing warin Ukraine. 28’

China: U.S. SVOD providers are denied access to the Chinese SVOD market, which represents one of the
significantimpacts of China’s censorship-enabling policies. With estimated revenues of $11.8 billionin
2021, Chinaisthe world’s second-largest subscription video streaming market (approximately one-third
the size of the $32.1 billion U.S. market), and the blocking of U.S. SVOD providers from enteringimplies
large losses in potential revenues.?® Because foreign SVOD platforms are not allowed to legally operate
in China, the marketis dominated by domesticsuppliers, includingiQlYl and Tencent Video, whose
combined revenuerepresents three-quarters of China’s SVOD market.28°

Estimates of revenues foregone by the U.S. SVOD platforms being blocked in China range from $590
million to $4.1 billion (figure 4.1). The range is based on three competitiveness scenarios, which

280 Easton, “Amazon and Netflix in Crosshairs,” March 8,2021.

281 Fingus, “Netflix, Amazon and Disney+ Will Self-Regulate,” September 5, 2020.

282 Reuters, “Russia Investigates Complaint,” November 26, 2021; Government of Russia, “Federal Law No. 135-FZ,
June 29, 2013.

283 Thubron, “Russian Officials Investigate Netflix,” November 26, 2021; Government of Russia, “Federal Law No.
135-FZ,” June 29,2013.

284 Stewart, “Russia’s Film Distributor Censors,” June 3, 2019.

285 European Court of Human Rights, Case of Bayev and Others v. Russia, November 13,2017, paras.42,83-84;
European Convention on Human Rights (ECHR), November 4, 1950, art. 10. Russia isno longer a member of the
Council of Europe. Council of Europe, “The Russian Federation Is Excluded,” March 16, 2022.

286 Reuters, “Russia Investigates Complaint,” November 26, 2021.

287 Brown, “Netflix Joins Other Media Companies Suspending Services,” March 6, 2022.

288 Statista database, “Video Streaming (SVoD)—China,” accessed January 18,2022; Statista database, “Video
Streaming (SVoD)—United States,” accessedJanuary 18,2022.

289 Statista database, “Video Streaming (SVoD)—China,” accessed January 18,2022; Greenberg, “Breaking into the
World’s Biggest Country,” January 12,2016; Government of China, Special Administrative Measures, No. XI1.26.,
December 27, 2021.
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correspondto shares of Chinese domesticSVOD platforms. The highly competitive scenario assumes
U.S. SVOD providers would have a 35 percent share of marketrevenues, whichis equivalent to market
shares of leading Chinese SVOD providers, iQlYl and Tencent Video. The moderately competitive
scenario assumes U.S. SVOD providers would achieve a 15 percent market share, roughly equivalent to
shares of second-tier Chinese SVOD providers like Mango TV. The low end of the range assumes low
competitiveness forU.S. SVOD providersin the Chinese market (5 percent marketshare), whichis
equivalentto all other SVOD providersin China.?*°

The highly competitive scenario for U.S. firmsassumes that domestic Chinesefirms would still likely hold
a majority share because of strict censorship content restrictions, substantial government participation
and promotion of domesticcompaniesinthe industry, and the need forthe majority of contenttobein
Mandarin and otherdomesticdialects/languages in the market. However, if U.S. SVOD providers were
able to access the Chinese market, they would likely increase production of Chinese-language content,
similartotheirstrategy elsewhere. U.S. SVOD providers are investing heavily in foreign-language
contentglobally, including Asian-language content, in countries where theyhave significant market
shares. %!

Figure 4.1 Estimates of U.S. SVOD providers’ potential revenues in the Chinese marketin 2021, under
various competitive scenario assumptions

In billions ofdollars. SVOD = subscription video-on-demand. Underlyingdata for thisfigure can be foundin appendixJ, table
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Source: USITC calculations; Statista database, “Video Streaming (SVoD)—China,” accessed January 18, 2022.
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Video Games

The videogame industryis complex. Itincludes developers, publishers, distribution platform owners,
and hardware manufacturers, with some companies active in more than one category. Video games can
be played ondifferent types of hardware and delivered to customers physically, via discs and memory
cards, and digitally, viadownload and streaming services.

In 2021, global video game revenue was approximately $155.5 billion and was generated from 2.6 billion
gamingaccounts.?®2 There are multiple ways and platforms by which video games can generate revenue,
including sales of physical games, mobile games (both for smartphones and tablets), online games
(eitherinaweb browseror viaa downloaded client), download games (both forgaming consoles and
personal computers), and gaming networks (subscription-based services that provide access to video
games).2*3Video games may also allow forin-gametransaction and advertisement delivery as means to
furthercollectrevenues. The United States and China are the world’s biggest markets for video games,
accountingfor19.5 percentand 31.4 percent of global revenue, respectively. Different types of video
gamesrange in popularity between countries. Forexample, mobile games generate 84.1 percent of
videogame revenuesin Chinacompared with 67.4 percentin the United States, where online games
and download games have a higher percentshare of revenues.?%

Censorship-related measures thatimpactvideo gamesinclude premarket reviews with vague content
restrictionsinvolving prohibited content. Failure to satisfy premarket review censors can resultin the
denial of video game licenses that block market access. Vague premarket reviews and restrictions on
foreigninvestment can also lead to uncertainty and self-censoring. The application of these measures
may lead to foregone revenueforvideo game companies, particularly when marketaccessis lost or
denied.

Premarket Review and Self-censorship

Both foreign and domesticvideo gamesare subject to a premarketreview in China. This review has
requirements to remove material containing copyrightinfringement or state secrets, butalso vague and
unpredictable content prohibitions that ultimately provide the Chinese government with the flexibility
to block a wide range of video games from entering the marketand create uncertainty forvideo game
companies.?®>* Some of these vague prohibitionsinvolve contentin video games that “endanger social
morality or national cultural traditions.”?°¢ Video game companies must submit videos, images, and
scripts of games seekingdistribution licensingin Chinato be reviewed for prohibited content—three
failures of this review can resultin agame being permanently banned.?*” Between 2017 and 2020, the

232 Users can have multipleaccounts in a given video game category or across categories. Statista database, “Video
Games—Worldwide,” accessed December 28, 2021.

293 Statista database, “Video Games—Worldwide,” accessed December 28, 2021.

294 Statista database, “Video Games—Worldwide,” accessed December 28, 2021.

235 USITC, Foreign Censorship, Part 1,2022,77.

296 Government of China, NPPA and MIIT, “Provisions on the Administration of Online Publishing Services,”
February 4, 2016;Holmes, “No Cults, No Politics, No Ghouls,” July 15, 2021.

237 Holmes, “No Cults, No Politics, No Ghouls,” July 15, 2021.
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numberof video gamesthat passed the premarketreview andreceived alicenseto be soldin China
dropped by 85 percent, from nearly 9,400 games to just over 1,400 games.?°® Video games that received
licenses were mostly made by Chinese companies, despite most majorvideo game companies being
located inthe United States and Japan.2?°® Forexample, in 2019, of the 1,570 video games that received
licensesin China, 88.2 percent were domestictitles.3? Evenif agame receivesalicense, it maystill be
banned at a latertime. U.S.-based game developer Roblox Corporation partnered with Tencent to
successfully obtain agaminglicense forits Roblox game, before it was banned in 2022, reportedly due in
part with the way it processed Chinese users’ data.3°! Roblox Corporation’s share price lost 39 percent
of itsvalue following the ban, and the company will have to go through a new licensing process for the
updated Roblox game.3%?

Some video games that have not gone through the review process and received alicense can be played
in Chinavia individuals importing physical copies of video games from other countries. Another popular
way for Chinese userstoaccess video gamesin Chinaisthough the distribution platform Steam, owned
by the U.S. company Valve Corporation (Valve) .32 While Valve, in partnership with a Chinese video
game publisher, released a Chinese version of Steamin February 2021, it has far feweroptions thanthe
global version. The global version offers over 110,000 games compared to the 103 offered on the
Chinese version.3°* Certain features of the global version of Steam were restricted in China, including
forums (where users would presumably be able to discuss prohibited content) and the ability to access
adultgames.3% These community features are notincludedinthe Chinese version either. Chinese users
had the ability to access the global version of Steam online, but this access has been unreliable at times
and there are concerns of itbeing blocked due to censorship.3°¢ Both the developers of games and
owners of platforms that distribute games (e.g., Valve, Apple, Alphabet)face foregonerevenues when
the Chinese government limits catalogs and market access.3%’

Whenit comesto Chinaand other censoring markets with strictand vague content restrictions, video
game companies are often left with achoice: whetherto be blocked fromthe market or to self-censor
to facilitate market access. Forexample, one U.S. video game company describes vague restrictions
involving social morality and national tradition as reasonsitis unable toreceive avideo game license
and access the Chinese market.3°® Some individual video games—such as Battlefield 4, published by

298 Statista, “China: License Approvals,” March 19, 2021.

299 Eight of the ninetop video game companies by global revenues in 2021 were headquartered in the United
States or Japan.Statista database, “Video Games—Worldwide,” accessed December 28,2021.

300 Information Technology and Innovation Foundation (ITIF), written submission tothe USITC, August 18,2021,
40-41.

301 |j30, “Roblox Pauses Servicein China,” January 7, 2022.

302 O|cott, “Roblox to Rebuild China App,” January 7, 2022.

303 Holmes, “No Cults, No Politics, No Ghouls,” July 15, 2021.

304 Roth, “The Global Version of Steam,” December 25, 2021; ITIF, written submission tothe USITC, August 18,
2021,45; Valentine, “Steam Finally Launches in China,” February 2, 2021.

305 |TIF, written submission to the USITC, August 18, 2021, 45; Valentine, “Steam Finally Launches in China,”
February 2,2021.

306 Roth, “The Global Version of Steam,” December 25, 2021; Gordon, “Steam Can’t Be Easily Accessed in China,”
December 28, 2021.

307 The platform owners, generally, keep a portion of the sales thatare made on their platforms.

308 USITC, Foreign Censorship Survey, 2021, questionnairenarrativeresponse.
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U.S.-based ElectronicArts, depicting afictional coup in China—are created knowing no version would
make it past Chinese content restrictions.3%° Battlefield 4is bannedin China, along with any mentions of
the game in press articles and the Chinese name itself, “ZhanDi4,” is censored on social media.3!° Japan-
based Nintendo’s Animal Crossing: New Horizons, which could be imported via unlicensed online
storefronts before those were banned in 2020, was bannedin China—notdue to developer content but
because it offersthe ability for usersto create unique designs and meetup with other users, afeature
that allowed users to create Hong Kongindependence and other pro-freedom messages thatled toits
ban.3!!

When companies attempt to comply with content revision requirements resulting from premarket
contentreview, theyincuradditional costs to modify and vet content. For example, compliance may
require editingavideo game’s graphics and gameplay, which can lead torebrandingand rerelease in
extreme cases. Inone instance, South Korea-based PUBG Studios’ “PUBG: Battlegrounds,” amultiplayer
game where users battle each otherto the death, was neverreleased in Chinabecause of its violence
and gore, includingblood. Instead, Tencent, which purchased distribution rights forthe game in China,
had to create an entirely new game, Peacekeepers Elite, where users still battle each otherbutthereis
no longerblood ordeath.32In summary, China’s opaque and vague content restrictions add additional
barriers forvideo game companies seekinglicensesin China.

Long-term Market Access Blocks

Denial of market access for long periods can resultin potential revenue losses for U.S. gaming
companiesoperatingin Chinaby delayingthe introduction of new video games and therefore
depressingrevenue from purchases or advertisements. China has a history of long-term bans of video
games, which have been described as “digital opium,” with the government likeningthe medium to drug
use.313Beginningin 2000 and lasting until 2012, China banned all video game consoles (and associated
video games) and arcade cabinets from enteringthe market. This ban spanned the release of Microsoft's
Xbox and Xbox 360 consoles and associated video games. More recently, in 2018, there was an unofficial
nine-month banonanyforeign ordomesticvideo game publicationsin China. There were no official
explanationsforthe ban, andit resulted insignificantforegone revenue for gaming companies operating
inthe Chinese market. During the ban, additional content restrictions forvideo games were putinto
place (e.g., the ban on red blood became a ban on any depiction of blood). The banrenewed incentives
for Chinese-based gaming partners, such as Tencent, toincrease self-censorship to prevent future long-
termbans.3'* There was another unofficial ban of new video games from July 2021 to April 2022.31°
Othervideo game restrictions took effectin 2021 that reduce access to video games forchildren under

309 Holmes, “No Cults, No Politics, No Ghouls,” July 15, 2021.

310 Jjayi, “Battlefield 4 Banned in China,” December 26, 2013.

311 Travis, “This Is Why ‘Animal Crossing’,” July 23,2020.

312 Holmes, “No Cults, No Politics, No Ghouls,” July 15, 2021.

313 Holmes, “No Cults, No Politics, No Ghouls,” July 15, 2021.

314 Holmes, “No Cults, No Politics, No Ghouls,” July 15, 2021.

315 Zhou, “China approves first batch of video games in9 months,” April 12, 2022.
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18 to three hours per week; however, theserestrictions are nondiscriminatory and are not necessarily
censorship-enabling.31®

Restrictions on foreign directinvestment and an opaque licensing regime canimpact U.S. firmrevenue
and, when combined with premarket content review, can create an avenue for censorship. As discussed
in Foreign Censorship 1, video gamesin Chinaare considered publications and therefore direct foreign
involvementinthe video game industry is prohibited. Further, for market access, foreign companies rely
on partnering with Chinese-based companiesto licensetheirgamesto enterand be sold inthe Chinese
market.3'” Partnering with Chinese companies may include additional pressure to self-censor products
for the Chinese marketand U.S. firms may incur reputational costs. 318

Vietnam uses similar censorship-related measures as those in China, such as content restrictions
enforced by premarket reviews. Before avideo game can be made available in Vietnam, it mustreceive
a license from Vietnam’s Ministry of Information and Communications. Requirements to obtain alicense
include either partnering with aVietnamese company or establishingalocal presence.3!° The video
game must also comply with content requirements involving violence, gambling, gore, and distortions of
Vietnamese history, among others.32° However, Vietnam has arelatively smallvideo game market, with
revenues equal toonly 0.6 percent of Chinese video game market revenuesin 2021, makingthese
restrictions less costly forvideo game companies.??!In 2018, only 175 online gamesreceived alicense,
95 percent of which were from China. 3?2

Estimations of Foregone Revenues Resulting from
Censorship

The Commission’s analysis of the impact of censorship-related measures on video games differs from
the estimation approaches of the other case studiesin this report, primarily due to more extensive
aggregate data onvideo games, butless data available onindividual firmsin Chinaand globally. The
effects of censorship on U.S. video game companies can be complex, opaque, and range from minor
issuesto prohibitions on video game products. Furthermore, video game revenues in different markets
are affected by many factors otherthan censorship, such asincome, population, or technology adoption
and internet use, makingitdifficult toisolate the effects of censorship. The information thatis available
on video games suggests that censorship may be having large effects on video games sales, including the
numberof video game usersand the revenues generated from each user. Table 4.2 shows that revenues

316 Government of China, NPPA, Notice on Further Strict Management and Effectively Preventing Minors from
Indulgingin Online Games, August 30, 2021; Haldane, “Why Does the Chinese Government,” November 19, 2021.
The 2021 restrictions on playtimeexpand on limitationsinitially putinto placein 2019. Government of China.
Government Information Disclosure-Notice of the NPPA on Preventing Minors from Indulgingin Online Games,
November 19, 2019.

317 USITC, Foreign Censorship, Part 1,2022,76.

318 Industry representative, interview by USITC staff, January 19, 2022.

319 Government of Vietnam, Decree No. 27/2018/ND-CP, March 1, 2018.

320 Government of Vietnam, Law on Cybersecurity, June 12, 2018;An, “142 Illegal Games Removed,” July 16, 2019;
Huong Le, “Vietnam Cracks Down,” July 19, 2019.

321 Statista database, “Video Games—Worldwide,” accessed December 28, 2021.

322 Huong Le, “Vietham Cracks Down,” July 19, 2019.

United States International Trade Commission | 121



Foreign Censorship Part 2: Trade and Economic Effects on U.S. Businesses

for digital games are largerthan those for physical gamesin each of the key markets, evenin cases
where internetusageislower.

Table 4.2 Revenuesfordigitaland physical video games and country characteristics for censoring

countries and top video game marketsin 2019
Income percapitain dollars; populationin millions; internet use in percentages; revenue in millions ofdollars; revenue per
userindollars.

Digital Digital Physical Physical

Income game game game game

per Internetuse revenues revenues revenues revenues

Censorship capita Population (% of  (million per user (million  per user

Country level ($) (million) population) S) ($) S) ($)
China High 8,334 1,408 65 32,945 52.01 378 249
India High 1,822 1,366 41 2,505 14.90 253 0.87
Indonesia Low 3,280 271 48 1,212 15.44 10 0.72
Russia High 8,940 144 83 1,803 36.83 179 6.23
Turkey High 7,585 83 74 386 28.74 41 2.78
Vietnam High 2,163 96 69 165 21.38 16 291

Source: Freedom House, Freedominthe World, 2022; World Bank, World Development Indicators, accessed March 10, 2022; Statista database,
“Digital Video Games—Worldwide,” accessed March 10, 2022; Statista database, “Physically Sold Video Games—Worldwide,” accessed March
15, 2022.

Note: Revenues per user are based on USITC calculations.

To disentangle the effects of censorship from other determinants of video game revenues, the
Commission performed a statistical regression analysis based on 141 countries. Because of data
limitations and the complex ways that censorship-related measures affect video games, this analysis
differsfromthe estimation methodsin the previous case studiesin this report. This analysis estimated
the average impact that high levels of censorship have had onvideo game revenues per userat the
country level. Importantly, the analysis also controlled for other determinants of video game revenues
such as per-capitaincome, population, the share of the population usingthe internet, and general
trendsinvideogame revenuesovertime. The results of the analysis indicate that high levels of
censorship are associated with video game revenues that were about $3.88 lower per userfor digital
gamesand $3.02 lower peruserforphysical gamesin recentyears. These estimatesimply alarger
absolute effect of censorship on per-userrevenues from digital games, which is furtheramplified by the
fact that there are more users of digital gamesthan physical gamesin most markets. Meanwhile, $3.02
generally represents amuch larger share of per user physical game revenues, implying alarger relative
effecton physical games on average.3?3 Atleast part of thisdifference may be due tothe unique
characteristics of the digital and physical games markets. Forexample, there are generally farfewer
physical gamesreleased than digital games, implying thatthere are fewer substitutes for physical
games. This could likely resultinahigherrelative impact of censorship on physical game revenues.

To conduct the analysis, information about censorship and other economicfactors around the world
were collected from several sources. Dataon censorship were derived from Freedom House’s Freedom
in the World report, which rates countries on multiple aspects of political rights and civil liberties
annually.3?* In particular, the database includes arating for “free and independent media” that reflects

323 On average, physical games generated less than halfthe revenues per user of digital games between 2017 and
2019.
324 Freedom House, Freedom in the World, 2022.
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many prominent aspects of censorship discussedin this report. Although not specifictovideo games,
this rating does encompass many of the censorshipissues thatvideo game providers face. However, it
may also encompass aspects of mediafreedom thatare not necessarily considered censorshipin this
report. Based on these data, countries were categorized as exhibiting either low or high levels of
censorship.32> Most of the key countries discussed throughout this report—including China, India,
Russia, Turkey, and Vietnam—exhibited high levels of media censorshipin recentyears accordingto the
Freedom House ratings (table 4.2). The censorship datawere combined with country-level factors such
as per-capitaincomes, internet penetration rates, and population, which are also expected to influence
video game revenues.3?® Intotal, these data were availablefor 141 countries and the years 2017 to
2019, which formed the basis of the analysis. The dependent variable of interest was revenues peruser
of digital or physical games, which was derived from total revenue and user data from Statista.32” Finally,
the analysis was conducted separately for both the digital and physical video game markets.3%2

Acrossthe 141 countriesincludedin the analysis, the regression estimates that high media censorship
has been associated with lower per-uservideo game revenues for both digital and physicalgames
between 2017 and 2019. For digital games, high censorship was associated with revenues that were, on
average, about $3.88 per userlower peryear.32° For physical video game sales, high censorship was
associated with per-userrevenues that were about $3.02 per userlower peryear.33°In both cases, these
impacts are relatively large given that average revenues in high censorship countries were about $20.24
and $3.92 peruserfor digital and physical games, respectively.33!

Usingthese estimates, itis possible to further estimate total revenue losses faced by all video game
providers—U.S., foreign, and domestic—associated with censorship in some of the key markets (table
4.3).332 In China, for example, there were approximately 633 million digital video game usersin 2019. If
revenueswere increased by $3.88 dollars per user, total digital video game revenues in Chinawould
have increased by nearly $2.5 billion.333 In Vietnam, there were about 8 million digital game users,

325 The report rates countries from 0 to 4, where O reflects the lowest level of media freedom/independence and 4
reflects the highestlevel of freedom/independence. For the regressionanalysis, ratings of 0,1, or 2 were
considered “high” levels of censorship,and ratings of 3 or 4 were considered “low” levels of censorship. Additional
information on the Freedom in the World report, its database,andits “free and independent media” ratings can be
found inappendix|. Freedom House, Freedom in the World, 2022.

326 Data on per-capita income, population, and internet penetration were sourced from the World Bank’s World
Development Indicators database. World Bank, World Development Indicators, accessed March 10, 2022.

327 Statista database, “Physically Sold Video Games—Worldwide,” accessed March 15, 2022; Statista database,
“Digital Video Games—Worldwide,” accessed March 10,2022.

328 Additional details aboutthe data and analysiscanbefound inappendix|.

329 A standard error of $1.98 and a 95 percent confidenceinterval of $0.01to $7.76. Here and elsewhere in this
chapter, standard errors provide a statistical measure of the precision of the estimate. Smaller standard errors
relativeto the estimate valueimply greater precision.

330 A standard error of $1.26 and a 95% confidence interval of $0.55 to $5.50.

331 Of the 141 countries included in the analysis, 87 were classified as having high censorship duringatleastone
year between 2017 and 2019.

332 Estimated total costs were calculated by multiplying the number of users in 2019 with the estimated per-user
increaseinrevenues.

333 A standard error of about $1.3 billion.
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implying a potential revenueincrease of about $30 million.?3* For physical video games, there were
about 152 millionusersin Chinain 2019, implying an estimated total potential revenue loss of about
$460 million.33> In Vietnam, there were about 5 million physical game users, implying an estimated total
potential revenue loss of about $17 million.33¢

Table 4.3 Estimated total increasesin digitaland physical video game revenues, if censorship were

reducedtolow levels, 2019
Usersinmillions; revenue in millions of dollars; standard errors in millions of dollars.

Digital game Physical game

Digital game total revenue Physical game total revenue

total revenue increase, total revenue increase,

Digital game increase standard error Physical game increase standard error

Country users (million) (S million) (S million) users (million) ($ million) ($ million)
China 633 2,460 1,253 152 460 192
Vietnam 8 30 15 5 17 7

Source: USITC calculations.

Determining the impacts on U.S. video game firms specifically can be difficult: firms’ market shares
throughout the world are not widely available, norare data available forthe combined shares of all U.S.
firms. However, dataonthe global revenues of the largest video game companies can provide an
informative estimate of U.S. firm performance. In the third quarter of 2021, U.S. companies accounted
for about 38 percent of total global video game revenues earned by the top 25 largestvideo game
companies.®¥’ If this 38 percent share is indicative of potential U.S. firm performance in China, then high
levels of censorshipin China are estimated to have reduced revenues for U.S. video game companies by
nearly $1.1 billion for digital and physical games combined in 2019. In Vietnam, thisimplies that high
levels of censorship decreased revenues for U.S. video games companies by nearly an estimated $18
millionin 2019.338

Finally, itshould be noted that this analysisis subject to certain considerations that accompany any
regression analysis of this type. First, the collection of explanatory variables included in the model may
not fully capture all factors thatinfluence per-uservideo game revenues. Such omitted variables could
have an impact on the censorship estimates, positively or negatively. Thisis especiallytrue if they are
correlated with a country’s designation as having high orlow levels of censorship. To mitigate these
concerns, the explanatory variables were selected based on economicprinciples and availabledatain

334 A standard error of about $15 million.

335 A standard error of about $192 million.

336 A standard error of about $7 million.

337 NewZoo, “Top 25 Public Companies by Game Revenues,” accessed March 22, 2022.The market sharein China
of U.S. video game companies is difficultto estimate. Foreign Censorship 1 notes that U.S. market sharehas been
decliningin China for digital video gamesales over the past5 years and is currently small, with no individual firm
having more than 1 percent market share. However, it's unclear what the combined U.S. market shareis based on
the statistics underlyingthis finding. USITC, Foreign Censorship, Part 1, 2022,72-73.

338 Individually, digital gamerevenues could haveincreased by about $935 millioninChinaand $11 millionin
Vietnam. Physical gamerevenues could have increased by $175 millionin China and $6 millionin Vietnam. These
estimates may undervaluethe impacts of censorship on U.S. businesses as they do not accountfor U.S.
subsidiaries of foreign companies. For example, Sony (Japan)owns U.S.-based Santa Monica Studios, Naughty Dog,
andInsomniac Games, to name a few.
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orderto comprehensively explain the determinants of video game revenues and minimize the likelihood
and magnitude of these influences. Second, the estimates reflect average impacts across countries
between 2017 and 2019. Because of this, the estimates may overestimate or underestimate the impacts
of individual instances of censorship in certain markets ortime periods. Similarly, because the dataused
to identify censorship are based on a general rating of mediafreedom, which may imperfectly reflect
the forms of video game censorship highlighted throughout this section, the estimated effects may be
larger or smallerthan those of censorshipissues specificto video games. Third, the regression analysis
presented here assumed arelatively simplelinear relationship between per-userrevenues and the
explanatory variables. Such an approach may fail to fully capture more complex, nonlinearrelationships
between revenues and each of the othervariables, should they exist. However, despite these general
considerations, the regression estimates presented here fit the data well, explain a substantial portion
of the data’s variance, and provide a reasonable estimate of the impacts of censorship onvideo game
revenues.3%

Box 4.1 Effects of Censorship on Journalism and Publishing

Censorship remains animportantissueforwritten content, which can be distributed in both physical
and digital formats. However, data on the extentto which U.S. journalism and publishing businesses are
affected by censorshipis limited. Despite this limitation, the issues that censorship pose to journalists
and publishers cannot be ignored. This box highlights some of the ways that speech and expression from
these mediasources are being suppressed in the key markets, which have seen some of the sharpest
declinesinfreedom of expression overthe past decade.?

Strong-arm tactics that governments use againstjournalists ultimatelyaffect the content that news
organizations are able to distribute. Frequently, journalists are victims of intimidation and harassment,
including arbitrary detention by government organizations, criminal charges, restrictions on movement,
frozen bank accounts, enforced disappearance, kidnapping, threats of physical violence, and retaliation
againstfamily members. Around the world, members of the media are often detained and imprisoned
on charges of terrorism, espionage, or conspiracy, as well asforlibel and defamation. More recently,
governments have begun using charges of “fake news” to arrest journalists.”

The intimidation of journalists often results in self-censorship.c The intimidation of journalists makes it
difficultforinternational news media organizations to report from countries that restrict freedom of the
press.Journalists could also be detained by the authoritiesin an effort to intimidate the outlets.®
Accordingto The Committee to ProtectJournalists (CPJ), the majority of the journalistsimprisonedin
2017-21 for theirwork were held on anti-state orterrorism charges, censorship violations, defamation,
insult, orfalse news charges. A significant numberwere held without charge orwith no charge
disclosed.®

In 2021, Chinaand Vietnam were amongthe world’s five-largest jailers of journalists and press freedom
defenders, with China holding the top spot forthe fifth consecutive year with 127 journalists detained.f
Of those, atleast 11 were detained forreporting on the COVID-19 pandemic, accused of “provoking
trouble;” many others were arrested on terrorism chargesin connection with reporting on the crisisin
the majority-Uyghurregion of Xinjiang.8

339 The regression models explain about 68 and 78 percent of the variationinthedata for digital and physical game
revenues, respectively.
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In 2021, Vietnam was third on the list compiled by Reporters Sans Frontiers (RSF), of detained journalists
with 43 journalists jailed." One of the journalists, Nguyen Tuong Thuy, sentenced to 11 yearsin jail for
spreading anti-state propaganda, was a contributorto Radio Free Asia, a U.S. government-funded
private nonprofit news service.!

In 2016, in response to anti-government protests, Turkey imprisoned 42 journalists and held some of
them without chargesin pretrial detention for months.’Hundreds of journalists lost their press
accreditation and some had passports revoked, barringthem from leaving the country.* Turkey
continued using detention against journalistsin 2018, holding at least 33—but possibly as many as
100—journalists onvarious charges, such as “terrorist propaganda” and “denigrating Turkish identity.”
Many others were on bail pendingtrial orappeal.™ Turkey continued tojail journalistsin 2019, holding
25, while 10 reportedly chose to leave the country to avoid atrial on charges such as “insulting the
president” and “collaborating with anillegal organization.”"

Indiaincreased actions against journalists in recentyears. Of 154 journalists interrogated, detained, or
arrested between 2010-20, 40 percent were in 2020.° There were reports of increased assaults of
journalistsin Indonesia, with 84 violent attacks registered in 2020.?

Foreign journalists are also subjectto various market access restrictions, including credential loss and
visarevocation. In 2020, Chinarevoked the press credentials of three journalists forthe Wall Street
Journalafterthe newspaper published a column criticizing the Chinese government forits handling of
the COVID-19 pandemic. The journalists—two U.S. citizens and one Australian—were ordered to leave
the country.?Reporters from the New York Times and the Washington Postalso lost theiraccreditation
and were ordered toleave Chinainretaliation forthe United States limiting the number of Chinese
citizens allowed towork as journalistsin the United States."

Foreign journalists face similar restrictions in other key markets, too. In Russia, American journalists
from media outlets labelled as foreign agents—media outlets that receive part orall of theirfinancing
froma foreign source—are barred from entering the Russian Parliament.* Russia has also denied entry
to foreign journalists critical of the governmentand expelled others for being “security threats.”

Foreign journalists face visa denials, travel restrictions, and arrestsin India." An American journalist was
detainedinIndonesiain 2020 for working as a journalist while on abusiness visa, without obtaininga
special journalistvisa; he was laterreleased and deported.'In Vietnam, foreign reporters are required to
obtain government permission to travel outside of the capital and mustinform the governmentabout
the contents of theirreporting. Journalists have also reported self-censoring for fear of government
reprisal."

When looking at publishing, one of the clear ways that publishers are experiencing censorshipin Chinais
through the translation process, sometimes occurring without the author’s knowledge. According to Pen
America, a non-profitthat advocates forfree expression, if awriter or publisher sets up a contract with
their Chinese publisherforthe translation of theirwork and does not vet the text, they may end up with
averydifferentversion of theirbookin Mandarin, evenif their contract says no changes are to be made
withoutthe author’s approval. Hence, publishers incur additional costs to vet the Chinese translation.
The cost of vetting a Chinese translation is around $0.07 per word, which seems relatively modest butis
reportedly ahigh cost fora low-marginindustry X

a Economist, “Press Freedomis Under Attack,” May 3, 2022.

b Ayyub, “Rana Ayyub says,” May 2,2022; UNESCO, “Threats that Silence: Trends inthe Safety of Journalists,” 2021, 16.
¢Clark and Grech, Joumalists under pressure, 2017.

d Graham-Harrison, “Chinese Authorities Detain,” December 11, 2020.
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Examples of Extraterritorial Censorship

U.S. firms are increasingly subject to extraterritorial censorship. This is most prevalent with Chinawhere
the government uses economic coercion, or threats thereof, to censor speech and propagate self-
censorship outsideits borders.3*° The examples included in this section cover firms across a variety of
industries, from sports entertainment to apparel manufacturers, recording artists, and the travel and
hospitality industry. By using the threat or actuality of website shutdowns and market access denial,
Chinahas been able to extendits censorship aims beyondits borders to U.S. firms operating globally,
contributing to regulatory compliance costs, reduced revenue, and increased self-censorship.

Businesses outside the United States, as well as nongovernmental organizations have also been subject
to extraterritorial censorship pressures by China. Essex Court Chambers,a group of commercial
barristersinthe United Kingdom (UK), was sanctioned by China after four members provided alegal
opinion onthe “crimes against humanity” occurring against the Uyghur population in Xinjiang, China.?**
The Japanese-owned convenience store chain, 7-Eleven, was fined $23,500 for referring to Taiwan as an
independent country, among other characterizations.3*? The Chinese government has also attempted to
coerce companiesin Germany to cease sourcing products from Lithuania after Lithuania allowed Taiwan
to open a representative office in Vilnius.3*3 Representatives from the Chinese government voiced
concernsto the World Bank’s leadership about the ranking of Chinain the institution’s 2018 Doing
Business report. As a result, the World Bank ultimately published a higher ranking for Chinainits report

340 For more information on extraterritorial censorship, see USITC, Foreign Censorship, Part 1, 2022,57-59.

341 Riordan and Croft, “UK Chambers Removes Xinjiang,” March 28, 2021;Essex Court Chambers, “International
Criminal Responsibility,” January 26,2021.

342 Tabeta, “BeijingSlams 7-Eleven,” January 7, 2022.

343 Sytas and O’Donnell, “China Pressures Germany’s Continental,” December 17, 2021.
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than China otherwise would have been given.3** There are also documented examples of censorship
pressures on students and faculty at universities in Australia, Canada, and the UK.3%°

The NBA and Extraterritorial Censorship

As mentioned in Foreign Censorship 1,the response in Chinato a tweetfromthe general manager of the
Houston Rockets of the National Basketball Association (NBA) supporting anti-government protestersin
Hong Kongis a notable example of the application of extraterritorial censorship.3*® There was a major
impact on multiple commercial relationships that had developed between the NBA and Chinaover more
than 40 years—the total losses and effect on future revenues forthe NBA and its franchise teams have
not been fully quantified.

The NBA’s relationship with China has been steadily expanding since exploratory exhibition games were
heldin Chinain 1979. Startingin 1986, the government-run China Central Television (CCTV) began
broadcasting videotaped games provided at no charge by the NBA. In 1998, as the league’s popularity
increased and China’s economy grew, broadcast coverage expanded toinclude live broadcastsand a
largernumberof games, and CCTV began payingthe NBA for broadcast rights.3*” The NBA’s popularity in
Chinacontinuedtoincrease with visits to China by stars like Kobe Bryant (2001), the success of Chinese
star Yao Ming in the NBA (startingin 2002), and the introduction of NBA preseason gamesin China
(2004).3*8 To help manage its China operations, the NBA created alocal entity, NBA China. Atits
inception, NBA Chinawas supported by a$253 million investment from five partner companies—ESPN,
a sports broadcasting division of The Walt Disney Company; the Bank of China Group Investment;
Legend Holding Ltd.; Li Ka Shing Foundation; and China Merchants Investments. This jointinvestment
accounted foran 11 percent stake, implying avalue of $2.3 billion for NBA China at the time.34°

NBA China continued to add business partners, including through two 2019 agreements with Chinese
companiesthatindicate the breadth and value of the NBA’s operationsin China. One was with the e-
commerce firm Alibaba, which included sales of licensed NBA merchandise and adedicated NBA section
featuring NBA highlights and other content on Alibabasites such as Tmall, Taobao, and Youku Tudou
that reach an estimated 700 million Chinese consumers.?*° A second agreement was with Tencent, the
NBA’s largest partneroutside the United States, to provide coverage of games and other programming
inaddition tojoint management of mobile games and social mediaaccounts through the 2024-25

344 Machen et al., “Investigation of Data Irregularities,” September 15,2021, 2.

345 HRW, “Australia,”June 29, 2021; Blackwell, “Tibetan-Canadian Student Politician,” February 15, 2019;
Government of the UK, A Cautious Embrace, November 4, 2019, 5-8.

346 USITC, Foreign Censorship, Part 1,2022,97.

347 Catterall, “The NBA’s Operations in China Explained,” October 9, 2019; Zhou et al., “The Development of NBA in
China,” February 2017, 84.

348 Zhou et al., “The Development of NBA in China,” February 2017,81-94.

349 ESPN, “4 Chinese Groups Invest,” January 14,2008.

350 The financial terms of the NBA-Alibaba agreement were not publicly reported. The NBA alsoannounced a 2019
agreement with ByteDance, the parent of video app TikTok. Roberts, “Why the NBA Really Needs China,”
November 1, 2019.
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season.¥®!Inthe 2018-19 season, an estimated 490 million Chinese fans watched NBA programmingon
various Tencent platforms (including QQ, WeChat, and Weishi), “nearly three times the number” of
Tencentviewers duringthe 2014-15 season.3>2 Game 6 of the 2019 NBA Finalsillustrates the scale of
the Chinese streaming market; an estimated 21 million viewers streamed the game in China, exceeding
the 18.34 million fans who watched itinthe United States. >3 Building on these agreements, the 2019
valuation of NBA Chinahad increased to an estimated $5 billion, underlying China’s status as one of the
mostimportant growth markets for the league.3>

On October4, 2019, respondingto political protestsin Hong Kong, the Houston Rockets’ general
manager, Daryl Morey, tweeted animage that stated, “fight forfreedom, stand with Hong Kong.”3%% In
response, CCTV, which had been showing three to six games perweek, stopped airing NBA games, while
Tencent, which had been showingall games to paid subscribers, reduced the number of gamesit
streamed. 3> These retaliatory actions are unlikely to have taken place withoutinvolvement from the
Chinese Government (see the following section on boycotts). Reactions to the Morey tweet extended
beyond game broadcasting and streamingandresultedin 11 Chinese business partners suspending or
terminating theirrelationship with the NBA China website. Alibaba removed Houston Rockets’
merchandise from its NBA store and sports product firm ANTA Sports suspended talkstorenew a
sneaker contract with the NBA. 37

In an apparentattemptat reconciliation, the NBA issued a statement that the Morey tweet “deeply
offended many of ourfriends and fansin China, which is regrettable,” but also said that the NBA “will
not putitselfina position of regulating what players, employees and team owners say or will not say on
these issues.”3>® CCTV broadcast an NBA game for the firsttime in 17 months on March 30, 2022, while
Tencent hasresumed streaming most NBA games.>°° One journalist cited “industry insiders” that the
broadcast indicates afull return of NBA gamesto CCTV, butas of June 14, 2022 this cannot be
confirmed.3°

351 A 2015 deal gave Tencent rights to stream NBA games for $700 million over fiveyears (CCTV separatelysigned a
multi-year broadcastdeal in 2012, financial terms were not disclosed). NBA.com, “NBA, Tencent Announce Five-
Year Partnership Expansion,”July 28,2019; Long, “NBA and CCTV Agree,” November 20, 2012; Roberts, “Why the
NBA Really Needs China,” November 1, 2019.

352 Total NBA viewershipin China that season,includingstreaming, was estimated to be 800 million viewers.
Roberts, “Why the NBA Really Needs China,” November 1,2019; NBA.com, “NBA, Tencent Announce Five-Year
Partnership Expansion,” July 28,2019.

353 McCollough and Yang, “China Continues to Limit,” February 10, 2020.

354 Roberts, “Why the NBA Really Needs China,” November 1,2019.

355 Arnovitz, “Insidethe NBA’s Silent Tension Surrounding Daryl Morey,” November 12, 2019.

356 McCollough and Yang, “China Continues to Limit,” February 10, 2020; Lucas and Wu, “Nearly All of NBA’s
Chinese Partners Cut Ties,” October 11, 2019.

357 Lucas and Wu, “Nearly All of NBA’s Chinese Partners Cut Ties,” October 11,2019.

358 NBA.com, “NBA statement,” October 6,2019.

359 Tencent did not stream Houston Rockets games until after Morey left the team in November 2020.That same
month, Morey joined the Philadelphia76ers and Tencent stopped streaming his new team’s games. In October
2021, Tencent stopped streaming games with the Boston Celtics after Celtic player Enes Kanter criticized Chinese
leader Xi Jinping on Twitter. Pelit, “NBA and Nike choose silenceas Enes Kanter takes on China,” October 29, 2021.
360 Fandi, “NBA games return,” March 30, 2022.
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The financial impact of this response, while not publicly available, has been “fairly dramatic” according
to NBA Commissioner Adam Silver.3%! The league estimated it lost $200 million in revenuein the 2019—
20 season due to the disruptionsin partnershipsin China.3®2 However, itis unclearif that total includes
lossesincurred by individualteams and the extent of lossesin the following years.35 Mark Tatum, NBA’s
deputy commissionerand chief operating officer, provided U.S. Senator Marsha Blackburn with the
imprecise estimate of “...the total revenueloss across all of our businesslinesin Chinatobeinthe
hundreds of millions of dollars.”364

Nike, Intel, and the Blurry Line of Boycotts

Consumer-led public boycotts may be linked to censorship when governments becomeinvolved. In
China, the line between a grass-roots consumerreaction and government-sponsored censorship
becomesblurred when online outrage is instigated oramplified by the CCP.3% Since 2021, several
foreign-headquartered companies have becometargets of publicboycottsin Chinafor positionsthose
companies expressed against the use of forced laborin Xinjiang region. U.S.-based Nike and Intel are
two notable examples.

In March 2021, the United States, the European Union (EU), the UK, and Canadaannounced the
imposition of economicsanctions on Chinese officials due to laborrights violationsin the Xinjiang
province concerning the region’s Uyghur population.3®¢ This announcement prompted backlash from
Chinese citizens against U.S. and EU firms, especially those that had released statements against forced
laborin Xinjiang, including Swedish clothing manufacturer H&M, German sportwear manufacturer
Adidas, and U.S. sportswear manufacturer Nike.3®” The initial backlash appears to have beeninstigated
by the Communist Youth League, whichis agroup withinthe CCP.3%® In an undated statement that was
widely circulated in China after the announcement of sanctions, Nike had announced thatitwould not
source any of its cotton from China’s Xinjiang province, due to concerns of labor rights violationsin the
region.3% While the Chinese government did not directly limit content or block market access, Chinese
consumers responded with widespread social media posts calling fora boycott of Nike products.37° This
may have contributed to lost revenue;immediately afterthe boycott began, Nike’s stock market

361 Roberts, “Why the NBA Really Needs China,” November 1,2019.

362 The NBA’s revenues for that season were $8.3 billion;the league projects $10 billion revenues in2021-22,
expected to be the firstfull season after two shortened seasons. Wojnarowski and Lowe, “NBA Revenue for 2019—
20 Dropped,” October 28, 2020; Young, “NBA Projects $10 Billion in Revenue,” October 18,2021.

363 By one estimate, the Houston Rockets lostapproximately $20 million dollarsin cancelled team-specific
sponsorships. McGregor, “Daryl Morey Ostracized the NBA,” October 16, 2020;Arnovitz, “Insidethe NBA’s Silent
Tension Surrounding Daryl Morey,” November 12,2019.

364 Tatum, “NBA Letter,” March 30, 2021.

365 Brant, “Nike, H&M Face China Fury,” March 25,2021.

366 Emmott and Brunnstrom, “West Sanctions China,” March 22, 2021.

367 Westcott and He, “H&M and Nike Are Facinga Boycott,” March 25, 2021.

368 Brant, “Nike, H&M Face China Fury,” March 25,2021.

369 Nike, “Statement on Xinjiang,” accessed October 21, 2021.

370 This responsefollows similarbacklash to the Better Cotton Initiative’s (BCl) statement on Xinjiangforced labor
in October 2020. The BCI counts numerous apparel manufacturers,including Nikeand Levi Strauss, as members.
Roscouet, Hipwell,and Pham, “China Is Forcing Fashion to Mute Itself,” October 14, 2021; Teh, “Chinese Social-
Media Users Burn Their Nikes,” March 25, 2021.
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valuationfell 5.1percent, andits annual growth in sales in China was substantially lowerthan market
expectationsand U.S. growth.3”! Additionally, popularactor, dancer, and singer, WangYibo, announced
he had discontinued any collaboration with Nike, further snowballing the informal boycott called for by
several social media users.?”?

Similarly, in December 2021, U.S. semiconductorand technology firm Intel announced it would ban the
use of components from Xinjiang for similarhuman rights concerns.?”® There was immediate backlash in
Chinaon social mediafollowing the announcement and several Chinese celebrities cut theirties with the
U.S. firm. One singer of a popular Chinese boy band noted that the company should express a “correct
stance” on the issue.3’* Following the backlash, Intel apologized forthe ban on components from
Xinjiang, noting that the ban was only due to an interestin complying with U.S. laws and notits own
intention or position, and subsequently removed mention of Xinjianginitsannual lettertosuppliers.3”

Bans on Musicians

Several foreign entertainers have faced bans on performingin China after expressing messages or
attending events deemed unacceptable by censorsin China. China’s digital musicand live concert
industries are both large and growing, and lost market access for U.S. performers can contribute to lost
revenue from musicsales, concertticket sales, and merchandise, and extend to the record labels (also
often U.S.-based) that contract with them.

U.S. singers have been banned from performingin China by the CCP for a variety of reasons. In 2016,
pop music performer Lady Gaga was banned from touring China after she met with the Dalai Lama, and
Katy Perry was banned from performingin Chinain 2017 following herappearance atan eventin
Taiwanwearinga dressviewed as asymbol of anti-China sentiment.3’® Additionally, Canadian pop singer
Justin Bieberwas blocked from entering Chinain 2014 after posting a picture of himself atthe Yasukuni
Shrine inJapan.®”’ The shrine, which commemorates fallen soldiers, is controversial in Chinaand South
Koreabecause italso enshrines convicted war criminals.378

Banned performers can face lost revenue from cancelled performances, as well as opportunity costs of
travel and performance disruptions. The digital musicindustry in Chinawas estimated in 2020 to be
$11.2 billion.3”° Live concerts represent a large portion of musicindustry revenue in China; the country
rose from the 14th- to 7th-largest recording market globally between 2015 and 2019. One industry
report found that the live music market was worth approximately $1.1 billion in 2018, though this

371 With 19 percent of its revenue derived from the greater China market, the gap between expected revenue and
its realized revenue was as high as $320 million. Mozee, “Nike Falls Following Boycott Calls,” March 25,2021.

372 Teh, “Chinese Social-Media Users Burn Their Nikes,” March 25, 2021.

373 Langley and McMorrow, “Intel Apologises for Banning Use of Components,” December 23, 2021.

374 Langley and McMorrow, “Intel Apologises for Banning Use of Components,” December 23, 2021.

375 Langley and McMorrow, “Intel Apologises for Banning Use of Components,” December 23, 2021; Reuters, “Intel
Deletes Reference to Xinjiang,”January11,2022.

376 Gupta, “Explained: Why Has China Banned,” November 25,2021; France 24, “China Censors Lady Gaga,” May
29,2021.

377 France 24, “China Censors Lady Gaga,” May 29, 2021.

378 BBC, “Friends Reunion,” May 28, 2021.

379 Statista, “Digital Music Industry Sizein China,” accessed December 2, 2021.
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numberdeclined substantially with the COVID-19 pandemicand subsequent stay-at-homeordersin
many provincesin Chinaand elsewhere.?® The number of live concerts and large musicgatherings
nearly doubled between 2014 and 2018, rising from approximately 1,400 in 2014 to 2,600 in 2018.38!

Extraterritorial Censorship in the Travel Services
Industry

Several U.S. hotel chains and airlines have faced censorship challenges in Chinawhen their public
statements, corporate websites, or business practices do notalign with China’s foreign policy stance on
Tibetand Taiwan. Forexample, in March 2018, a social mediaemployee for U.S. hotel firm Marriott
“liked” a post on Twitter, using the official Marriott social mediaaccount, expressing supportforTibet
(the tweetwasfroma Tibetan separatist group thatapplauded Marriott for listing Tibetas a country in
an online survey, ratherthan as a part of China). Inresponse, China’s government shut down access to
Marriott’s Chinese websites and mobile apps for seven days. 382

Chinese authorities have also required U.S. airlines to reflect official Chinese policy inthe labelingand

mapping of countries and borders. 3% Forexample, in April 2018, China’s Civil Aviation Administration

senta letterto 44 airlines that Taiwan must clearly be referred to as a part of China, whereas beforeit
was labeled as aseparate country.38 By July, U.S. airlines United, American, and Delta all changed the
classification of Taiwan on their websites. 3%

The Risk of Censorship in U.S. Higher Education

U.S. colleges and universities face significant extraterritorial censorship pressures fromthe Chinese
government. Cross-bordertrade is the primary means of providing education services to foreign
markets, with such trade occurring when a student from one country travels to another country for
university-levelstudy. The value of such trade consists of expenditures by students for tuition, fees, and
living expenses. International students have grown to become afinancially important constituency for
U.S. universities, both publicand private, largely because mostinternational students pay full,
undiscounted tuition or, inthe case of publicuniversities, out-of-state tuition. During the 2020-21
academicyear, there were 914,095 international students studyinginthe United States, or 4.6 percent
of all U.S. students. The largest country sources of students were China(34.7 percent), India(18.3
percent), South Korea (4.3 percent), Canada (2.8 percent), and Saudi Arabia (2.4 percent). 38 Overall,
international students reportedly contributed an estimated $28.4 billion to the U.S. economy for tuition,

380 \Ma, “Reopen or Cancel,” May 7, 2020.

381 Statista, “Number of Large Concerts,” February 10, 2021.

382 \Ma, “Marriott Employee Roy Jones,” March 3, 2018.

383 Examples includelabeling Taiwan as a partof China;includingthe ‘nine dash line’ that denotes Chinese
territorial control of the South China seas;and linkingthe disputed Jammu-Kashmir region to China.

384 For a copy of the letter, see Rogin, “Opinion: White House calls China’s threats,” May 5, 2018.

385 Fish, “The Other Political Correctness,” September 4,2018. Airlines havediverged inthe ways that they refer to
Taiwan.See Chan, “China Wants to Dictate,” May 5, 2018.

386 Open Doors, 2021 Fast Facts, November 15,2021.
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fees, and livingexpenses during the 2020-21 academicyearand supported—directly and indirectly—
306,308 jobs.3®”

The revenues that universities receive fortuition, fees, and on-campus housing of Chinese students have
the potential to be a substantial point of economiccoercionforU.S. universities. This coercion could
take the form of the Chinese government suspending funding for Chinese students ata U.S. university
due to a conflictoverteachingand research on “sensitive topics” at that university. Such wasthe case in
2017 whenthe Chinese government froze funding for Chinese students and scholars studying at the
University of California, San Diego (UCSD) following acommencement speech given at UCSD by the Dalai
Lama. 3% One way to estimate the economiclosstoa U.S. university of such action would be to multiply
the number of Chinese students studying at that university by the undiscounted, per-student rate for
tuitionandfees. Becauseitis unclearif orwhenthe funding freeze on Chinese students at UCSD was
lifted, we estimate the impact of asimilarfreeze on a hypothetical university. Using atheoretical
private, nonprofit, four-year college with 10,000 total students, the Commission estimated the tuition
loss would be approximately $6.0 million.38 Although an unlikely scenario, if the Chinese government
were to block all Chinese students from studyingin the United States, the Commission’s estimated
negative impact onthe U.S. economy would be approximately $9.9billion, or 34.7 percent of
international students’ contribution tothe U.S. economy ($28.4 billion).3°°

In the Commission’s survey, one U.S.-based university reported instances of Chinese government
monitoring, influence, or control of activities/speech of Chinese students, with such behavior potentially
impactingthe university more broadly, largely by reducing the ability of Chinese students (or potential
students) to take advantage of the educational resources offered by the university.3°* Such monitoring
and censorship runs counterto U.S. universities’ commitmentto academicfreedom.

387 NAFSA, “Economic Value Statistics,” accessed February 10,2022.
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a product of $6.0 million. This estimate assumes a full-year dispute; the impact of a single-semester dispute could
be estimated at one-halfthe yearly estimate. Due to a declinein the number of Chinese students compared to pre-
pandemic levels of enrollment, this could be considered a conservativeestimate. A scenarioincorporating
international studentlevels from the 2019-20 academicyear (372,532 Chinesestudents and 19.7 million total
international students) results in an estimated tuition loss of approximately $7.0 million.
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2021; USITC calculations. This estimateis calculated by multiplying the total number of Chinese students studying
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student to the U.S. economy ($31,069) duringthat year. Due to a declineinthe number of Chinesestudents (and
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Historically, the government of China has attempted to censor classroom discussion and academic
research of sensitive topics on an extraterritorial basis at universitiesin the United States. Generally, the
censorship hasfocused on the “three T’'s”—Taiwan, Tibet, and Tiananmen—although the topics have
reportedly expanded to include COVID-19and the Xinjiang province, among others. Overthe past 30
years, Chinese diplomats have repeatedly attempted to influence the discussion of sensitive topics at
U.S. universities. In 1991, forexample, the Chinese consulate in New York City sent letters to Harvard
University, Cornell University, and the Massachusetts Institute of Technology, condemning speaking
invitations to the Dalai Lama.3°2 More recently, in 2013, Chinese embassy officials in Washington, DC,
called a George Washington University (GWU) faculty member, attempting to dissuade him from hosting
atalk by the Taiwanese representative to the United States.3?3 Chinese embassy officials have also
attempted to deterstudents from attending events covering sensitive topics. In 2016, for example, the
Chinese embassyin Washington, DC, sent emails discouraging members of GWU'’s Global China
Connection chapterfrom attendingan eventoninfrastructure developmentin the Xinjiang province; the
email messages reportedly stated that the event wasinappropriate and recommended that studentsin
the chapter should avoid holding similareventsin the future.3%*

In limited cases, individual Chinese students have also reportedly attempted tointerfere with the norms
and processes related toacademicfreedom, although it can be difficultto ascertainthe degree to which
such behavioris directed by the Chinese government, as opposed to patriotism, personal conviction, or
a lack of familiarity with commonly accepted practices on U.S. campuses. 3% Such activities typically take
the form of demands thatfaculty alterteaching material and classroom discussions; pressure on
universities to cancel academicactivities; interference with campus events; and disruptive classroom
behavior. In March 2019, for example, Chinese students attempted to shout down aspeakeraddressing
the mistreatment of Uyghurs at an event sponsored by the University of California, Berkeley.3%¢

In some cases, Chinese organizations on U.S. campuses are actively involved in such activities,
particularly the Chinese Students and Scholars Association (CSSA), which receives at least some of its
funding fromthe Chinese government. Broadly, the CSSAis an association of Chinese students, faculty,
and community members with branchesin atleast 196 campusesinthe United States. Most activities of
the CSSA are nonpolitical, with the organization actively involved in arranging social and cultural events
and helping new students with the logistics of adapting tolife in the United States. The CSSA also
frequently acts as a liaison between the campus Chinese community and university administrators.
However, the CSSA on some campusesis actively involved in suppressing speech, including through
attempts at intimidation. In 2017, for example, the CSSA at UCSD demanded that the administration
withdraw itsinvitation to the Dalai Lamato speak at commencement.?®” More recently, in 2022, the
CSSA chapterat GWU askedits memberstosignaletter condemning posters created by Chinese-
Australian artist Badiucao depicting Chinese human rights abuses. The CSSA also reportedly conducted a
search to find the student activists who posted the artwork around the GWU campus. 3%

392 |loyd-Damnjanovic, A Preliminary Study of PRC Political Influence, August 2018,51.
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Individual academics who discuss, research, or teach topics considered sensitive by the Chinese
governmentface arange of retaliatory actions, including the cancelation of study visas and the
withdrawal of access to Chinese scholars, analysts, and government officials. In some cases, access to
electronicfiles at Chinese universities and otherresearch-centerarchives have reportedly been
restricted. Inresponse, some academics are engagingin self-censorship. Researchers atIndiana
University and Columbia University reportedin a 2018 study that they actively avoided researching
certaintopics associated with Xinjiang and Tibet due to concerns about how such research might be
perceived by the Chinesegovernment andlead toretaliation.3°® In the Commission’s survey, one U.S.-
based university reported limiting discussion in certain courses on contemporary East Asia to avoid
putting Chinese students in risky situations.*°° At the university level, the most common form of self-
censorshipinvolves the cancellation of events due to fears of retaliation by Chinese authorities. In 2009,
for example, North Carolina State University cancelled a visit by the Dalai Lama, with the university’s
provost statingthat North Carolina was a major trading partner of China.*%?

399 Lloyd-Damnjanovic, A Preliminary Study of PRC Political Influence, August 2018, 66.
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Dear Chairman Kearns:

Censorship is the prohibition or suppression of speech or other forms of
communication. Foreign governments use many tools to carry out censorship, ncluding
technological measures that restrict digital trade. These tools, and the policies that enable
them, allow authorities in foreign markets to limit speech by controlling the flow of
mformation and services.

On June 30, 2020, the Senate Finance Committee’s Trade Subcommittee held a
hearing on “Censorship as a Non-tariff Barrier.” During the course of this hearing,
Members of the Finance Committee learned more about how foreign government
censorship adversely impacts

U.S. businesses and citizens. Of particular concern, it appears foreign governments in some
cases try to apply their censorship practices extraterritorially. This effort undermines U.S.
businesses — and more mmportantly, U.S. values.

The Members of this Committee rightly want to know more so they can better act
on this important issue. Therefore, I am writing today to request that the Commission
conduct an investigation, and prepare a report, mformed by a survey of businesses in the
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United States, under section 332(g) of the Tariff Act of 1930. The report should provide
detailed nformation on this important matter, including the following:

1. Identification and descriptions of various foreign censorship practices, in
particular any examples that U.S. businesses consider to impede trade or
mvestment in key foreign markets. The description should include to the
extent practicable:

a. the evolution of censorship policies and practices over the past 5
years in key foreign markets;
any elements that entail extraterritorial censorship; and

C. the roles of governmental and non-governmental actors in
mplementation and enforcement of the practices.

2. To the extent practicable, including through the use of survey data, an
analysis of the trade and economic effects of such policies and practices on
affected businesses in the United States and their global operations. The
analysis should include to the extent practicable, quantitative and qualitative
impacts of the identified policies, including by reference, where identifiable,

to:

a. impact on employment;

b. direct costs (e.g., compliance and entry costs);

c. foregone revenue and sales;

d. self-censorship; and

e. other effects the Commission considers relevant for the

Committee to know.

I request the Commission deliver its report no later than 18 months from the date
of this letter. As the Committee intends to make the report available to the public i its
entirety, the report should not include any confidential business information.

Sincerely,

@Mﬁfuuﬁa}

Charles E. Grassley Chairman

Committee on Finance
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RECEIVED
April 8, 2021
OFFICE OF THE
SECRETARY
RON WYDEN. OREGON , CHAIRMAN .S, INT'L TRADE
DEBBIE STABENOW, MICHIGAN MIKE CRAPO, IDAHO
MARIA CANTWELL, WASHING TON CHUCK GRASSLEY, IOWA COMMISSION
AOBERT MENENDEZ, NEW JERSEY JOHN CORNYN, TEXAS
THOMAS R. CARPER, DELAWARE JOHN THUNE, SOUTH DAKOTA
BENJAMIN L CARDIN, MARYLAND RICHARD BURR, NORTH CAROLINA i
SHERROD BROWN, OHIO AOB PORTMAN, OHIO
MICHAEL F. BENNET, COLORADO PATRICK J. TOOMEY, PENNSYLVANIA
ROBERT P, CASEY, Jn, PENNSYLVANIA TIM SCOTT, SOUTH CAROLINA G)H.m tEd % [ﬂtw %Engtz
MARK R. WARNER, VIRGINIA BILL CASSIDY, LOLISIANA
SHELDON WHITEHOUSE, RHODE SLAND  JAMES LANKFORD, OKLAHOMA
MAGGIE HASSAN. NEW HAMPSHIRE STEVE DAINES, MONTANA COMMITTEE ON FINANCE
CATHERINE CORTEZ MASTO, NEVADA TODD YOUNG, INDIANA
ELIZABETH WARREN, MASSACHUSETTS BEN SASSE, NEBRASKA WasHINGTON, DC 20510-6200
JOHN BARRASSO, WYOMING
JOSHUA SHEINKMAN, STAFF DIRECTOR
GREGG RICHARD, REPUBLICAN STAFF DIRECTOR
April 7,2021 DOCKET NUMBER
3541
The Honorable Jason E. Kearns OFFICE OF THE
Chair . . SECRETARY
U.S. International Trade Commission
500 E Street, SW INTL TRADE
Washington, DC 20436 COMMISSION

Dear Chairr Kearns:

I am writing today in regard to the investigation requested by former Committee Chairman
Grassley regarding "Censorship as a Non-tariff Barrier" on January 4, 2021. I agree with
Senator Grassley that censorship and the impact of censorship on the flow of information and
services is a critical issue for the digital economy.

For this reason, I support the request for an investigation and survey pursuant to Section
332(g) of the Tariff Act of 1930 regarding foreign censorship and its impact on trade and
mvestment. However, recognizing the pressing concerns regarding this issue, highlighted by
the Senate Finance Committee's Trade Subcommittee hearing titled "Censorship as a Non-
tariff Barrier," I request that the Commission divide its report into two volumes.

The first volume should include detailed information on the following:

1. Identification and descriptions of various foreign censorship practices, in particular
any examples that U.S. businesses consider to impede trade or investment in key
foreign markets. The description should include to the extent practicable:

a. the evolution of censorship policies and practices over the past 5 years
in key foreign markets;

b. any elements that entail extraterritorial censorship; and

c. the roles of governmental and non-governmental actors in

mplementation and enforcement of the practices.

And the second volume should provide:
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2. To the extent practicable, including through the use of survey data, an analysis of
the trade and economic effects of such policies and practices on affected businesses
in the United States and their global operations. The analysis should include to the
extent practicable, quantitative and qualitative impacts of the identified policies,
including by reference, where identifiable, to:

a. impact on employment;

b. direct costs (e.g., compliance and entry costs);

c. foregone revenue and sales;

d. self-censorship; and other effects the Commission considers relevant
for the Committee to know.

Recognizing that the design and execution of a survey requires additional time, I request the first
volume of the Commission’s mnvestigation be delivered by December 30, 2021, and the second
volume, with results of the Commission’s survey and any additional information, provided by July 5,
2022.

Sincerely,

s -

Ron Wyden
Chairman
Senate Finance Cominittee
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INTERNATIONAL TRADE
COMMISSION

[investigation Nos. 701-TA-657 and 731-
TA~1537 (Final)]

Chassis From China; Scheduling of the
Final Phase of Countervailing Duty and
Antidumping Duty Investigations;
Correction

AGENCY: United States International
Trade Commission.
ACTION: Correction of notice.

Correction is made to the March 24,
2021 deadline for filing posthearing
briefs statements, the April 8, 2621 date
of record closing, and the April 12, 2021
deadline for filing final comments, in
the Written Submissions section of the
notice which was published on January
14, 2021 (86 FR 3193). The correct
deadline dates are as follows: Filing
posthearing briefs and statements is
March 23, 2021; the record closing is
April 7, 2021; and deadline for final
comments is April 9, 2021.

By order of the Commission.

Issued: January 14, 2021.

Lisa Barton,

Secretary to the Commission.

[FR Doc. 2021-01318 Filed 1-28-21; 8:45 am]
BILLING CODE 7020-02-P

INTERNATIONAL TRADE
COMMISSION

[Investigation No. 337-TA-1213]

Certaln Light-Emitting Dlode Preducts,
Fixtures, and Components Thereof;
Notice of Commission Decision Not to
Review an Initial Determination
Granting Complainant’s Motion To
Amend the Complalint and Notlce of
Investigation

AGENCY: U.S. International Trade
Commission,
ACTION: Notice.

SUMMARY: Notice is hereby given that
the U.S. International Trade
Commission has determined not to
review an initial determination (“ID")
(Order No. 13) of the presiding
administrative law judge (“AL]J"’)
granting complainant’s motion to amend
the complaint and notice of
investigation (“NOI”’) in the above-
captioned investigation to add
dependent claim 11 of U.S. Patent No.
8,403,531 (“the 531 patent”} and
withdraw claims 17, 21, and 24 of the
same patent.

FOR FURTHER INFORMATION CONTACT:
Clint Gerdine, Esq., Office of the
General Counsel, U.S. International

Trade Commission, 500 E Street SW,
‘Washington, DC 20436, telephone (202)
205-3179. Copies of non-confidential
documents filed in connection with this
investigation may be viewed on the
Commission's electronic docket (EDIS)
at hitps://edis.usitc.gov. For help
accessing EDIS, please email
EDIS3Help@usitc.gov. General
information concerning the Commission
may also be obtained by accessing its
internet server at https://www.usitc.gov.
Hearing-impaired persons are advised
that information on this matter can be
obtained by contacting the
Commission’s TDD terminal, telephone
202-205-1810.

SUPPLEMENTARY INFORMATION: On August
17, 2020, the Commission instituted this
investigation based on a complaint filed
by Ideal Industries Lighting LLC d/b/a
Cree Lighting (“Cree”) of Durham, North
Carolina. 85 FR 5004748 (Aug. 17,
2020). The complaint alleges violations
of section 337 of the Tariff Act of 1930,
as amended (19 U.S.C. 1337), based on
the importation into the United States,
the sale for importation, or the sale
within the United States after
importation of certain light-emitting
diode products, fixtures, and
components thareof by reason of
infringement of certain claims of the
’531 patent and U.S. Patent Nos.
8,596,819; 8,777,449; 9,261,270; and
9,476,570. Id. The complaint further
alleges that a domestic industry exists.
Id. The notice of investigation named
RAB Lighting Inc. of Northvale, New
Jersey (“RAB”) as the sole respondent.
Id. The Office of Unfair Import
Investigations is not participating in the
investigation. Id.

On December 23, 2020, Cree filed a
motion for leave to amend the
complaint and notice of investigation
(*NOI”) to add dependent claim 11 of
the ’531 patent, and withdraw claims
17, 21, and 24 of the same patent. RAB
opposed the motion.

The AL]J issued the subject ID (Order
No. 13} on January 8, 2021, granting
Cree’s motion for leave to amend the
complaint and NOI. The ID finds that
the prejudice to RAB is minimal and
that the public interest weighs in favor
of granting the motion to amend under
Commission Rule 210.14(b)(1) because
it is in the public interest to adjudicate
all relevant claims as efficiently as
possible, i.e., in a single investigation.
No petitions for review of the subject ID
waere filed.

The Commission has determined not
to review the ID.

The Commission vote for this
determination took place on January 26,
2021.
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The authority for the Commission’s
determination is contained in section
337 of the Tariff Act of 1930, as
amended, 19 U.S.C. 1337, and in Part
210 of the Commission’s Rules of
Practice and Procedure, 19 CFR part
210.

By order of the Commission.

Issued: January 26, 2021.

Lisa Barton,

Secretary to the Commission.

[FR Doc. 202101882 Filed 1-28-21; 8:45 am]
BILLING CODE 7020-02-P

INTERNATIONAL TRADE
COMMISSION

[Investigation No. 332-585]

Forelgn Censorship: Trade and
Economic Effects on U.S. Businesses

AGENCY: United States International
Trade Commission,

ACTION: Notice of Investigation and
Scheduling of a public hearing.

SUMMARY: Following receipt on January
4, 2021, of a request from the U.S.
Senate Committee on Finance
{Committee), the U.S. International
Trade Commission (Commission)
instituted Investigation No. 332-585,
Foreign Censorship: Trade and
Economic Effects on U.S. Businesses.
DATES:

August 24, 2021: Deadline for filing
requests to appear at the public hearing.

September 2, 2021: Deadline for filing
preheeu'in% briefs and statements,

September 7, 2021: Deadline for filing
electronic copies of oral hearing
statements.

September 14, 2021: Public hearing.

September 21, 2021: Deadline for
filing posthearing briefs and statements.

October 1, 2021: Deadline for filing all
other written submissions,

July 5, 2022: Transmittal of
Commission report to the Committee.
ADDRESSES: All Commission offices,
including the Commission’s hearing
rooms, are located in the U.S.
International Trade Commission
Building, 500 E Street SW, Washington,
DC. All written submissions should be
submitted electronically and addressed
to the Secretary, U.S. International
Trade Commission, 500 E Street SW,
Washington, DC 20436. The public
record for this investigation may be
viewed on the Commission’s electronic
daocket (EDIS) at hitps://edis.usiic.gov.
FOR FURTHER INFORMATION CONTACT:
Project Leader Ricky Ubee (202—205—
3493 or ravinder.ubee@usitc.gov),
Deputy Project Leader Shova KC (202—
205-2234 or shova. KC@usite.gov), or
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Deputy Project Leader Isaac Wohl (202—
205-3356 or isaac.wohl@usitc.gov) for
information specific to this
investigation. For information on the
legal aspects of this investigation,
contact William Gearhart of the
Commission’s Office of the General
Counsel (202—-205—-3091 or
william.gearhart@usitc.gov). The media
should contact Margaret O’Laughlin,
Dffice of External Relations (202—205—
1819 or margaret.olaughlin@®usitc.gov).
Hearing-impaired individuals may
obtain information en this matter by
contacting the Commission’s TDD
terminal at 202-205-1810. General
information concerning the Commission
may also be obtained by accessing its
website (https://www.usifc. gov). Persons
with mobility impairments who will
need special assistance in gaining access
to the Commission should contact the
Office of the Secretary at 202—-205-2000.

Background: The Committee
requested the investigation and report
pursuant to section 332(g) of the Tariff
Act of 1930 (18 U.S.C. 1332(g)). As
requested by the Committee, the
Commission will deliver the requested
report no later than 18 months from the
date of the letter (that is, by July 5,
2022), and in view of the fact the
Committee intends to make the report
available to the public in its entirety, the
Commission will not include any
confidential business information in its
report.

In its letter the Committee defined
censorship as “the prohibition or
suppression of speech or other forms of
communication,” and stated that foreign
governments use many tools to carry out
censorship, including technological
measures that restrict digital trade. The
Committee said that these tools, and the
policies that enable them, allow
authorities in foreign markets to limit
speech by controlling the flow of
information and services.

More specifically, the Committee
asked that the Commission conduct an
investigation and prepare a report,
informed by a survey of businesses in
the United States, that provides detailed
information, including the following:

1. Identification and descriptions of
varigus foreign censorship practices, in
particular any examples that U.S.
businesses consider to impede trade or
investment in key foreign markets. The
description should include to the extent
practicable:

a. The evolution of censorship
policies and practices over the past 5
years in key foreign markets;

b. any elements that entail
extraterritorial censorship; and
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c. the roles of governmental and non-
governmental actors in implementation
and enforcement of the practices.

2. To the extent practicable, including
through the use of survey data, an
analysis of the trade and economic
effects of such policies and practices on
affected businesses in the United States
and their global operations. The analysis
should include to the extent practicable,
quantitative and qualitative impacts of
the identified policies, including by
reference, where identifiable, to:

a. Impact on employment;

b. direct costs (e.g., compliance and
entry costs);

c. foregone revenue and sales;

d. self-censorship; and

e, other effects the Commission
considers relevant for the Committee to
know.

Public Hearing: A public hearing in
connection with this investigation will
be held either in the Commission’s main
hearing room in its building at 500 E
Street SW, Washington, DC, or via an
online videoconferencing platform,
beginning at 9:30 a.m. on September 14,
2021. More information will follow
closer to the time of the hearing about
whether the hearing will be held in
person or by videoconference.
Information about how to participate in
or view the hearing will be posted on
the Commission’s website at (https://
usitc.gov/research_and_analysis/what_
we_are_working _on.him). Once on that
web page, scroll down to the entry for
Investigation No. 332-585, Foreign
Censorship: Trade and Economic Effects
on [7.8. Businesses, and click on the link
to “Hearing Instructions.” Interested
parties should check the Commission’s
waebsite periodically for updates.

Requests to appear at the public
hearing should be filed with the
Secretary no later than 5:15 p.m.,
August 24, 2021, in accordance with the
requirements in the “Written
Submissions” section below. All
prehearing briefs and statements should
be filed not later than 5:15 p.m.,
September 2, 2021. To facilitate the
hearing, including the preparation of an
accurate written transcript of the
hearing, oral testimony to be presented
at the hearing must be submitted to the
Commission electronically no later than
noon, September 7, 2021. All
posthearing briefs and statements
should be filed not later than 5:15 p.m.,
September 21, 2021, Posthearing briefs
and statements should address matters
raised at the hearing, For a description
of the different types of written briefs
and statements, see the “Definitions”
section below.

In the event that, as of the close of
business on August 24, 2021, no

witnesses are scheduled to appear at the
hearing, the hearing will be canceled.
Any person interested in attending the
hearing as an chserver or nonparticipant
should contact the Office of the
Secretary at 202—-205-2000 after August
24, 2021, for information concerning
whether the hearing will be held.

Written Submissions: In lieu of or in
addition to participating in the hearing,
interested parties are invited to file
written submissions concerning this
investigation. All written submissions
should be addressed to the Secretary,
and should be received not later than
5:15 p.m., October 1, 2021. All written
submissions must conform to the
provisions of section 201.8 of the
Commission’s Rules of Practice and
Procedure (19 CFR 201.8), as
temporarily amended by 85 FR 15798
(March 19, 2020). Under that rule
waiver, the Office of the Secretary will
accept only electronic filings at this
time. Filings must be made through the
Commission’s Electronic Document
Information System (EDIS, hitps://
edis.usitc.gov). No in-person paper-
based filings or paper copies of any
electronic filings will be accepted until
further notice. Persons with questions
regarding electronic filing should
contact the Office of the Secretary,
Docket Services Division (202—205—
1802), or consult the Commission’s
Handbook on Filing Procedures.

Definitions of Types of Documents
That May Be Filed; Requirements: In
addition to requests to appear at the
hearing, this notice provides for the
possible filing of four types of
documents: Prehearing briefs, oral
hearing statements, posthearing briefs,
and other written submissions,

(1) Prehearing briefs refers to written
materials relevant to the investigation
and submitted in advance of the
hearing, and includes written views on
matters that are the subject of the
investigation, supporting materials, and
any other written materials that you
consider will help the Commission in
understanding your views. You should
file a prehearing brief particularly if you
plan to testify at the hearing on behalf
of an industry group, company, or other
organization, and wish to provide
detailed views or information that will
support or supplement your testimony.

Fzﬁ Oral hearing statements
(testimony) refers to the actual oral
statement that you intend to present at
the public hearing. Do not include any
confidential business information in
that statement. If you plan to testify, you
must file a copy of your oral statement
by the date specified in this notice. This
statement will allow Commissioners to
understand your position in advance of
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the hearing and will also assist the court
reporter in preparing an accurate
transcript of the hearing (e.g., names
spelled correctly).

(3) Posthearing briefs refers to
submissions filed after the hearing by
persons who appeared at the hearing.
Such briefs: (a) Should be limited to
matters that arose during the hearing, (b)
should respond to any Commissioner
and staff questions addressed to you at
the hearing, (c) should clarify, amplify,
or correct any statements you made at
the hearing, and (d) may, at your option,
address or rebut statements made by
other participants in the hearing.

(4) Other written submissions refer to
any other written submissions that
interested persons wish to make,
regardless of whether they appeared at
the hearing, and may include new
information or updates of information
previously provided.

There is no standard format that briefs
or other written submissions must
follow. However, each such document
must identify on its cover (1} the type
of document filed (i.e., prehearing brief,
oral statement of (name), posthearing
brief, or written submission), (2} the
name of the person or organization
filing it, and (3) whether it contains
confidential business information (CBI).
If it contains CBI, it must comply with
the marking and other requirements set
out below in this notice relating to CBL
Submitters of written documents (other
than oral hearing statements) are
encouraged to include a short summary
of their position or interest at the
beginning of the document, and a table
of contents when the document
addresses multiple issues.

Confidential Business Information:
Any submissions that contain
confidential business information must
also conform to the requirements of
section 201.6 of the Commission’s Rules
of Practice and Procedure (19 CFR
201.6). Section 201.6 of the rules
requires that the cover of the document
and the individual pages be clearly
marked as to whether they are the
“confidential” or “non-confidential”
version, and that the confidential
business information is clearly
identified by means of brackets. All
written submissions, except for
confidential business information, will
be made available for inspection by
interested parties.

As requested by the Committee on
Finance, the Commission will not
include any confidential business
information in its report. However, all
information, including confidential
business information, submitted in this
investigation may be disclosed to and
used: (i) By the Commission, its

employees and Offices, and contract
perscnnel (a) for developing or
maintaining the records of this or a
related proceeding, or (b) in internal
investigations, audits, reviews, and
evaluations relating to the programs,
personnel, and operations of the
Commission including under 5 U.S.C.
Appendix 3; or (ii) by U.S. government
ernployees and contract personnel for
cybersecurity purposes. The
Gommission will not otherwise disclose
any confidential business information in
a way that would reveal the operations
of the firm supplying the information.

Summaries of Written Submissions:
Persons wishing to have a summary of
their position included in the report
should include a summary with their
written submission on or before October
1, 2021 and should mark the summary
as having been provided for that
purpose. The summary should be
clearly marked as “s for
inclusion in the report” at the top of the
page. The summary may not exceed 500
words, should be in MS Word format or
a format that can be easily converted to
MS Word, and should not include any
confidential business information. The
summary will be published as provided
if it meets these requirements and is
germane to the subject matter of the
investigation. The Commission will list
the name of the organization furnishing
the summary and will include a link to
the Commission’s Electronic Document
Information System {EDIS) where the
written submission can be found.

By order of the Commission.

Issued: January 26, 2021.
Lisa Barton,
Secretary to the Commission.
[FR Doc. 2021-01985 Filed 1-28-21; 8:45 am]
BILLING CODE 7020-02-P

INTERNATIONAL TRADE
COMMISSION

[Investigation Nos. 701-TA-647 and 731-
TA-1517-1520 (Final)]

Passenger Vehicle and Light Truck
Tires From Korea, Taiwan, Thailand,
and Vietnam; Scheduling of the Final
Phase of Countervalling Duty and Antl-
Dumping Duty Investigations

AGENCY: United States International
Trade Commission,
ACTION: Notice.

SUMMARY: The Commission hereby gives
notice of the scheduling of the final
phase of antidumping and
countervailing duty investigation Nos.
701-TA-647 and 731-TA-1517-1520
(Final) pursuant to the Tariff Act of

U.S. International Trade Commission | 161

1930 (“the Act”) to determine whether
an industry in the United States is
materially injured or threatened with
material injury, or the establishment of
an industry in the United States is
materially retarded, by reason of
imports of passenger vehicle and light
truck tires from Korea, Taiwan,
Thailand, and Vietnam, provided for in
subheadings 4011.10.10, 4011.10.50,
4011.20.10, and 4011.20.50 of the
Harmonized Tariff Schedule of the
United States, preliminarily determined
by the Department of Commerce
[“Commerce”’] to be sold at less-than-
fair-value and subsidized by the
government of Vietnam,

DATES: January 6, 2021.

FOR FURTHER INFORMATION CONTACT:
Keysha Martinez {(202) 205-2138),
Office of Investigations, U.S.
International Trade Commission, 500 E
Street SW, Washington, DC 20436.
Hearing-impaired persens can obtain
information on this matter by contacting
the Commission’s TDD terminal on 202—
205-1810. Persons with mobility
impairments who will need special
assistance in gaining access to the
Commission should contact the Cffice
of the Secretary at 202—-205—2000.
General information concerning the
Commission may also be obtained by
accessing its internet server (hitps://
www.usitc.gov). The public record for
these investigations may be viewed on
the Commission’s electronic docket
(EDIS) at htips.//edis.usitc.gov.
SUPPLEMENTARY INFORMATION:

Scope—For purposes of these
investigations, Commerce has defined
the subject merchandise as “passenger
vehicle and light truck tires. Passenger
vehicle and light truck tires are new
pneumatic tires, of rubber, with a
passenger vehicle or light truck size
designation. Tires covered by this
investigation may be tube-type, tubeless,
radial, or non-radial, and they may be
intended for sale to original equipment
manufacturers or the replacement
market.

Subject tires have, at the time of
importation, the symbol “DOT* on the
sidewall, certifying that the tire
conforms to applicable motor vehicle
safety standards. Subject tires may also
have the following prefixes or suffix in
their tire size designation, which also
appears on the sidewall of the tire:

Prefix designations:

P—Identifies a tire intended primarily for
service on passenger cars.

LT—Identifies a tire intended primarily for
service on light trucks.

Suffix letter designations:

LT—Identifies light truck tires for service
on trucks, buses, trailers, and multipurpose
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INTERNATIONAL TRADE International Trade Commission prohibition or suppression of speech or
COMMISSION Building, 500 E Street SW, Washington, other forms of communication,”” and
[investigation No. 332-585] DC. All written submissions should be  stated that foreign governments use

Foreign Censorship Part 1: Policies
and Practices Affecting U.S.
Businesses and Investigation No. 332-
586: Foreign Censorship Part 2: Trade
and Economic Effects on U.S.
Businesses

AGENCY: United States International
Trade Gommission.

ACTION: Change in title, scope, and
schedule of Investigation No. 332-585
and institution of Investigation No. 332—
586 to address trade and economic
effects of foreign censorship on U.S,
businesses.

SUMMARY: Following receipt of a letter
from the U.S. Senate Committee on
Finance (Committee) on April 8, 2021,
under section 332(g) of the Tariff Act of
1930, the Commission has changed the
titls, scope, and scheduls, including the
hearing date, for Investigation No. 332—
585, with the investigation to be retitled
Foreign Censorship Part 1: Policies and
Practices Affecting U.S. Businesses. The
Commission has also instituted a second
Investigation in response to the letter,
Investigation No. 332-586, Foreign
Censorship Part 2: Trade and Economic
Effects on U.S. Businesses. The public
hearing has been rescheduled to July 1,
2021 and will be in conjunction with
both investigations. The hearing will be
conducted via an online
videoconferencing platform. Dates
relating to written submissions have
been adjusted accordingly.

DATES:

June 17, 2021: Deadline for filing
requests to appear at the public hearing.

June 18, 2021: Deadline for filing
prehearing briefs and statements.

June 24, 2021: Deadline for filing
electronic copies of oral hearing
statements.

July 1, 2021: Public hearing,

July 12, 2021: Deadline for filing
posthearing briefs and statements.

July 22, 2021: Deadline for filing all
other written submissions for
Investigation No. 332-585.

December 30, 2021: Transmittal of
Commission’s Part 1 report to the
Committee.

January 14, 2022: Deadline for filing
all other written submissions for
Investigation No. 332-586.

July 5, 2022: Transmittal of
Commission'’s Part 2 report to the
Committee.

ADDRESSES: All Commission offices,
including the Commission’s hearing
rooms, are located in the U.S.
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submitted electronically and addressed
to the Secretary, U.S. International
Trade Commission, 500 E Street SW,
Washington, DC 20436. The public
record for this investigation may be
viewed on the Commission’s electronic
docket (EDIS) at hitps://edis.usite.gov.
FOR FURTHER INFORMATION CONTACT:
Project Leader Isaac Waohl (202—-205—
3356 or isaac.wohl@usitc.gov), or
Deputy Project Leader Jean Yuan (202—
205-2383 or wen.yuan@usitc.gov) for
information specific to Investigation No.
332-585, Project Leader Ricky Ubee
(202-205-3493 or ravinder.ubee@
usitc.gov), Deputy Project Leader Shova
KC (202-205-2234 or shova.kc@
usitc.gov), or Deputy Project Leader
George Serletis (202-205-3315 or
george.serletis@usite.gov) for
information specific to Investigation No.
332-586. For information on the legal
aspects of these investigations, contact
William Gearhart of the Commission’s
Office of the General Counsel (202—205—
3091 or williamn . gearhart@usitc.gov).
The media should contact Margaret
O’Laughlin, Office of External Relations
(202-205-1819 or margaret.olaughlin@
usitc.gov). Hearing-impaired individuals
may obtain information on this matter
by contacting the Commission’s TDD
terminal at 202—-205—1810. General
information concerning the Commission
may also be obtained by accessing its
website (hitps://www.usitc.gov).
SUPPLEMENTARY INFORMATION: The
Committee’s new lstter received on
April 8, 2021 modified its earlier letter
of January 4, 2021 in three principal
ways: (1) It calls for two reports instead
of one, with the first report to focus on
policies and practices affecting U.S.
businesses, and a second to focus on
trade and economic effects on U.S.
businesses, based in part on a
Commission survey; {2) it defines the
scope of the investigations by indicating
which slements of the original request
letter should be addressed in the first
and second reports, respectively; and (3)
it provides a new delivery date for the
first report (December 30, 2021) and sets
a later delivery date for the second
report (July 5, 2022). As in the January
4, 2021, letter, the Committee requested
the investigations and reports pursuant
to section 332(g) of the Tariff Act of
1930 (19 U.S.C. 1332(g)). The
Commission published the initial notice
of Investigation No. 332585 in the
Federal Register of January 29, 2021 (86
FR 7559).

Ags in the original letter, the
Committee defined censorship as “the

many tools to carry out censorship,
including technological measures that
restrict digital trade. The Committee
said that these tools, and the policies
that enable them, allow authorities in
foreign markets to limit speech by
controlling the flow of information and
services.

In response to the Committee’s letter
received on April 8, 2021, the
Commission has changed the title of the
report in Investigation No. 332-585, to
Foreign Censorship Part 1: Policies and
Practices Affecting U.S. Businesses, and
it has changed the delivery date for this
first report to December 30, 2021. The
first report will contain detailed
information on the following:

1. Identification and descriptions of
various foreign censorship practices, in
particular any examples that U.S.
businesses consider to impede trade or
investment in key foreign markets. The
description should include to the extent
practicable:

a. The evolution of censorship
policies and practices over the past 5
years in key foreign markets;

b. any elements that entail
extraterritorial censorship; and

c. the roles of governmental and non-
governmental actors in implementation
and enforcement of the practices.

In response to the request for the
second report, the Commission has
instituted Investigation No. 332-586,
Foreign Censorship Part 2: Trade and
Economic Effects on U.S, Businesses.
The Commission will deliver the second
report by July 5, 2022. The second
report will provide:

2. To the extent practicable, including
through the use of survey data, an
analysis of the trade and economic
effects of such policies and practices on
affected businesses in the United States
and their global operations. The analysis
should include to the extent practicable,
quantitative and qualitative impacts of
the identified policies, including by
reference, where identifiable, to:

a. Impact on employment;

b. direct costs (e.g., compliance and
eniry costs);

c. foregone revenue and sales;

d. self-censorship; and

e. other effects the Commission
censiders relevant for the Committee to
know.

In view of the fact the Committee
intends to make these reports available
to the public in their entirety, the
Commission will not include any
confidential business information in its
reports.
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Public Hearing: A public hearing in
connection with both investigations will
be held via an online videoconferencing
platform, beginning at 9:30 a.m. on July
1, 2021. This hearing replaces the
previously announced hearing in
connection with Investigation No. 332—
585, scheduled for September 14, 2021.
Information about how to participate in
or view the hearing will be posted on
the Commission’s website at (https://
usitc.gov/research_and analysis/what_
we _are working on.htm). Once on that
web page, scroll down to either entry for
Investigation No. 332-585, Foreign
Gensorship Part 1: Policies and
Practices Affecting U.S. Businesses or
Investigation No. 332-586, Foreign
Censorship Part 2; Trade and Economic
Effects on U.S. Businesses and click on
the link to “Hearing Instructions,”
Interested parties should check the
Commission’s website periodically for
updates.

Requests to appear at the public
hearing should be filed electronically
with the Secretary no later than 5:15
p.an., June 17, 2021, in accordance with
the requirements in the “Written
Submissions* section below. All
prehearing briefs and statements should
be filed electronically not later than 5:15
p.m., June 18, 2021. To facilitate the
hearing, including the preparation of an
accurate written transcript of the
hearing, oral testimony to be presented
at the hearing must be submitted to the
Commission electronically no later than
noon, June 24, 2021. All posthearing
briefs and statements should be filed
electronically not later than 5:15 p.m.,
July 12, 2021. Posthearing briefs and
statements should address matters
raised at the hearing. For a description
of the different types of written briefs
and statements, see the “Definitions”
section below.

In the event that, as of the close of
business on June 17, 2021, no witnesses
are scheduled to appear at the hearing,
the hearing will be canceled. Any
person interested in attending the
hearing as an observer or nonparticipant
should contact the Office of the
Secretary at 202—205—2000 after June 17,
2021, for information concerning
whether the hearing will be held.

Written Submissions: In lien of or in
addition to participating in the hearing,
interested parties are invited to file,
electronically, written submissions
concerning these investigations. All
written submissions should be
addressed to the Secretary. Written
submissions specific to Investigation
No. 332-585, Foreign Censorship Part 1:
Policies and Practices Affecting U.S.
Businesses, should be received not later
than 5:15 p.m., July 22, 2021. Written

submissions specific to Investigation
No. 332-586, Foreign Censorship Part 2:
Trade and Economic Effects on U.S.
Businesses, should be received not later
than 5:15 p.m., January 14, 2022. All
written submissions must conform to
the provisions of section 201.8 of the
Commission’s Rules of Practice and
Procedure (19 CFR 201.8), as
temporarily amended by 85 FR 15798
(March 19, 2020). Under that rule
waiver, the Office of the Secretary will
accept only electronic filings at this
time. Filings must be made through the
Commission’s Electronic Document
Information System (EDIS, hitps://
edis.usitc.gov). No in-person paper-
based filings or paper copies of any
electronic filings will be accepted until
further notice. Persons with questions
regarding electronic filing should
contact the Office of the Secretary,
Docket Services Division (202—205—
1802), or consult the Commission’s
Handbook on Filing Procedures.

Definitions of Types of Documenis
That May Be Filed; Requirements: In
addition to requests to appear at the
hearing, this notice provides for the
possible filing of four types of
documents: Prehearing briefs, oral
hearing statements, posthearing briefs,
and other written submissions.

(1) Prehearing briefs refers to written
materials relevant to the investigation
and submitted in advance of the
hearing, and includes written views on
matters that are the subject of the
investigation, supporting materials, and
any other written materials that you
consider will help the Commission in
understanding your views. You should
file a prehearing brief particnlarly if you
plan to testify at the hearing on behalf
of an industry group, company, or other
organization, and wish to provide
detailed views or information that will
support or supplement your testimony.

FZ% Oral hearing statements
(testimony) refers to the actual oral
statement that you intend to present at
the public hearing. Do not include any
confidential business information in
that statement. If you plan to testify, you
must file a copy of your oral statement
by the date specified in this notice. This
statement will allow Commissioners to
understand your position in advance of
the hearing and will also assist the court
reporter in preparing an accurate
transcript of the hearing (e.g., names
spelled correctly).

(3) Posthearing briefs refers to
submissions filed after the hearing by
persons who appeared at the hearing.
Such briefs: (a) Should be limited to
matters that arose during the hearing, (b)
should respond to any Commissioner
and staff questions addressed to you at

U.S. International Trade Commission | 163

the hearing, (c) should clarify, amplify,
or correct any statements you made at
the hearing, and {d) may, at your option,
address or rebut statements made by
other participants in the hearing.

(4) Other written submissions refers to
any other written submissions that
interested persons wish to make,
regardless of whether they appeared at
the hearing, and may include new
information or updates of information
previously provided.

There is no standard format that briefs
or other written submissions must
follow. However, each such document
must identify on its cover (1) the
investigation number and title and the
type of document filed (i.e., prehearing
brief, oral statement of (name),
posthearing brief, or written
submission), (2) the name of the person
or organization filing it, and (3) whether
it contains confidential business
information (CBI). If it contains CBI, it
must comply with the marking and
other requirements set out below in this
notice relating to CBL. Submitters of
written documents (other than oral
hearing statements} are encouraged to
include a short summary of their
position or interest at the beginning of
the document, and a table of contents
when the document addresses multiple
issues.

Confidential Business Information:
Any submissions that contain
confidential business information must
also conform to the requirements of
section 201.6 of the Commission’s Rules
of Practice and Procedure (19 CFR
201.6). Section 201.6 of the rules
requires that the cover of the document
and the individual pages be clearly
marked as to whether they are the
“confidential” or “non-confidential™
version, and that the confidential
business information is clearly
identified by means of brackets. All
written submissions, except for
confidential business information, will
be made available for inspection by
interested parties.

As requested by the Committee on
Finance, the Commission will not
inclnde any confidential business
information in its report. However, all
information, including confidential
business information, submitted in this
investigation may be disclosed to and
used: (i) By the Commission, its
employees and Offices, and contract
personnel (a) for developing or
maintaining the records of this or a
rolated proceeding, or (b) in internal
investigations, audits, reviews, and
evaluations relating to the programs,
personnel, and operations of the
Commission including under 5 U.S.C.
Appendix 3; or (ii} by U.S. government
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employees and contract personnel for
cybersecurity purposes. The
Commission will not otherwise disclose
any confidential business information in
a way that would reveal the operations
of the firm supplying the information.

Summaries of Written Submissions:
Persons wishing to have a summary of
their position included in the first
report should include a summary with
their written submission on or before
July 22, 2021 and should mark the
summary as having been provided for
that purpose. The summary should be
clearly marked as “summary for
inclusion in the part 1 report” at the top
of the page. Persons wishing to have a
summary of their position included in
the second report should include a
summary with their written submission
on or before January 14, 2022 and
should mark the summary as having
been provided for that purpose. The
summary should be clearly marked as
“summary for inclusion in the part 2
report” at the top of the page.

The summary may not exceed 500
words, should be in MS Word format or
a format that can be easily converted to
MS Word, and should not include any
confidential business information. The
summary will be published as provided
if it meets these requirements and is
germane to the subject matter of the
investigation. The Commission will list
the name of the organization furnishing
the summary and will include a link to
the Commission’s Electronic Document
Information System (EDIS) where the
written submission can be found.

By order of the Commission.
Issued: May 6, 2021.
Lisa Barton,
Secretary to the Commission.
[FR Doc. 2021-09991 Filed 5-11-21; 8:45 am]
BILLING CODE 7020-02-P

INTERNATIONAL TRADE
COMMISSION

Notice of Receipt of Complaint;
Sollcitation of Comments Relating to
the Public Interest

AGENCY: U.S. International Trade
Commission.

ACTION: Notice.

SUMMARY: Notice is hereby given that
the U.S. International Trade
Commission has received a complaint
entitled Certain Electrolyte Containing
Beverages and Lobeling and Packaging
Thereof, DN 3547, the Commission is
soliciting comments on any public
interest issues raised by the complaint
or complainant’s filing pursuant to the

164 | www.usitc.gov

Commission’s Rules of Practice and
Procedure.

FOR FURTHER INFORMATION CONTACT: Lisa
R. Barton, Secretary to the Commission,
U.S. International Trade Commission,
500 E Street SW, Washington, DC
20438, telephone (202) 205-2000. The
public version of the complaint can be
accessed on the Commissicn’s
Electronic Document Information
System (EDIS) at htips://edis.usitc.gov.
For help accessing EDIS, please email
EDIS3Help@usifc.gov.

General information concerning the
Commission may also be obtained by
accessing its internet server at United
States International Trade Commission
(USITC) at https://www.usitc.gov. The
public record for this investigation may
be viewed on the Commission’s
Electronic Document Information
System (EDIS) at https://edis.usitc.gov.
Hearing-impaired persons are advised
that information on this matter can be
obtained by contacting the
Commission’s TDD terminal on (202)
205-1810.

SUPPLEMENTARY INFORMATION: The
Commission has received a complaint
and a submission pursuant to § 210.8(b)
of the Commission’s Rules of Practice
and Procedure filed on behalf of CAB
Enterprises, Inc. and Sueros y Bebidas
Rehidratantes S.A. de C.V. on May 6,
2021. The complaint alleges violations
of section 337 of the Tariff Act of 1930
(19 U.8.C. 1337) in the importation into
the United States, the sale for
importation, and the sale within the
United States after importation of
certain electrolyte containing beverages
and labeling and packaging thereof, The
complainant names as respondents:
Flexicompuestos S.A. de C.V. of
Mexico; Grupo Comercial Lux del Norte
S.A. de C.V. of Mexico; Carbonera Laos
Asadores 8.A. de C.V. of Mexico; Caribe
Agencia Express, S.A. de C.V. of
Mexico; Comercializadora Degu S.A. de
C.V. of Mexico; Comercial Trevifio de
Reynosa, S.A. de G.V. of Mexico; H&F
Tech International S.A, de GV, of
Mexico; MPC Foods S.A. de C.V. of
Mexico; Myrna Guadalupe Perez
Martinez of Mexico; Leticia Angélica
Saenz Fernandez of Mexico; Yoselen
Susana Martinez Tirado of Mexico;
Distribuidora Mercatto S.A. de C.V. of
Mexico; Comercializadora Embers S.A.
de C.V. of Mexico; and Manuel Bautista
Nogales of Mexico. The complainant
requests that the Commission issue a
general exclusion order, cease and
desist orders, and impose a bond upon
respondent alleged infringing articles
during the 60-day Presidential review
period pursuant to 19 U.5.C. 1337(j).

Proposed respondents, other
interested parties, and members of the
public are invited to file comments on
any public interest issues raised by the
complaint cr § 210.8(b) filing.
Comments should address whether
issuance of the relief specifically
requested by the complainant in this
investigation would affect the public
health and welfare in the United States,
competitive conditions in the United
States economy, the production of like
or directly competitive articles in the
United States, or United States
consumers.

In particular, the Commission is
interested in comments that:

(i) Explain how the articles
potentially subject to the requested
remedial orders are used in the United
States;

(ii) identify any public health, safety,
or welfare concerns in the United States
relating to the requested remedial
orders;

(iii) identify like or directly
competitive articles that complainant,
its licensees, or third parties make in the
United States which could replace the
subject articles if they were to be
excluded;

(iv) indicate whether complainant,
complainant’s licensees, and/or third
party suppliers have the capacity to
replace the volume of articles
potentially subject to the requested
exclusion order and/or a cease and
desist order within a commercially
reasonable time; and

(v) explain how the requested
remedial orders would impact United
States consumers.

Written submissions on the public
interest must be filed no later than by
close of business, eight calendar days
after the date of publication of this
notice in the Federal Register. There
will be further opportunities for
comment on the public interest after the
issuance of any final initial
determination in this investigation. Any
written submissions on other issues
must also be filed by no later than the
close of business, eight calendar days
after publication of this notice in the
Federal Register. Complainant may file
replies to any written submissions no
later than three calendar days after the
date on which any initial submissions
were due, No other submissions will be
accepted, unless requested by the
Commission. Any submissions and
replies filed in response to this Notice
are limited to five (5) pages in length,
inclusive of attachments,

Persons filing written submissions
must file the original document
electronically on or before the deadlines
stated above. Submissions should refer
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CALENDAR OF PUBLIC HEARING

Those listed below appeared in the United States International Trade Commission’s
hearing via videoconference:

Subjects: Foreign Censorship Part 1: Policies and Practices Affecting
U.S. Businesses

Foreign Censorship Part 2: Trade and Economic Effects on
U.S. Businesses

Inv. Nos.: 332-585 and 332-586, respectively
Date and Time: July 1, 2021 - 9:30 a.m.
PANEL1

ORGANIZATION AND WITNESS:

PEN America
Washington, DC

Suzanne Nossel, CEO

Ranking Digital Rights
Washington, DC

Dr. Nathalie Maréchal, Senior Policy and Partnerships Manager

University of Virginia
Charlottesville, VA

Dr. Aynne Kokas, Associate Professor of Media Studies,
University of Virginia, Senior Faculty Fellow,
Miller Center Wilson China Fellow

Georgia State University
Atlanta, Georgia

Dr. Maria Repnikova, Assistant Professor of Global Communication,
Wilson Fellow 2020-21

George Washington University
Digital Trade and Data Governance Hub

Washington, DC
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Dr. Susan Aaronson, Founder and Director
PANEL 2

ORGANIZATION AND WITNESS:

The Information Technology and Innovation Foundation
Washington, DC

Nigel Cory, Associate Director, Trade Policy

Computer & Communications Industry Association
Washington, DC

Rachael Stelly, Policy Counsel
Wiley Rein LLP
Georgetown University Law Center

Washington, DC

Timothy C. Brightbill, Partner, Wiley Rein LLP; and
Adjunct Professor, Georgetown University Law Center

Stanford University
Cyber Policy Center
Stanford, CA

Daphne Keller, Director, Program on Platform Regulation

-END-
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Summary of Views of Interested
Parties

Interested parties had the opportunity to file written submissions to the Commissionin the course of
thisinvestigation and to provide summaries of the positions expressed in the submissions forinclusion
inthisreport. This appendix contains these written summaries, provided that they meet certain
requirements setoutin the notice of investigation (seeappendixB). The Commission has not edited
these summaries. Thisappendixalso contains the names of otherinterested parties who filed written
submissions during thisinvestigation but did not provide written summaries. A copy of each written
submissionis availablein the Commission’s Electronic Docket Information System (EDIS),
https://www.edis.usitc.gov, by searching for submissions related to Investigation Nos. 332-585 and 332-
586. In addition, the Commission also held a publicvirtual hearingin connection with this investigation
on July 1, 2021. The full text of the transcript of the Commission’s hearingis also available on EDIS.

American Chamber of Commerce Vietham

No written summary. Please see EDIS for full submission.

Association of American Publishers

No written summary. Please see EDIS for full submission.

Timothy C. Brightbill

No written summary. Please see EDIS for full submission.

Cato Institute Submission

No written summary. Please see EDIS for full submission.

Center for Democracy and Technology

No written summary. Please see EDIS for full submission.
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Coalition of Services Industries

No written summary. Please see EDIS for full submission.

Computer and Communications Industry
Association

No written summary. Please see EDIS for full submission.

Engine Advocacy

No written summary. Please see EDIS for full submission.

Human Rights Watch

No written summary. Please see EDIS for full submission.

Indonesia Chamber of Commerce

No written summary. Please see EDIS for full submission.

Internet Association

No written summary. Please see EDIS for full submission.

Information Technology and Innovation
Foundation

No written summary. Please see EDIS for full submission.

Daphne Keller

No written summary. Please see EDIS for full submission.
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Nathalie Maréchal

No written summary. Please see EDIS for full submission.

Motion Picture Association

No written summary. Please see EDIS for full submission.

PEN America

A growing number of governments are adopting novel and expanded means of control over speech and
access to information, both withinand beyond their borders. In particular, the Chinese Communist Party
(CCP) hasin recentyears strengthened its use of censorship domestically and around the world. While
much of the CCP’s censorship onthe mainland has strict redlines, the extent and consequences of
censorship and censoriousinfluence beyond China’s borders are far more opaque and impacta wide
range of Americanindustries.

In Hollywood, U.S. filmmakers face dilemmas as they compete foraccess to Chinese audiences, where
the content and accessibility of foreign movies are sharply limited. Self-censorship or even collaboration
with the CCP have become business as usual at some Hollywood Studios. PEN America’s report, Made in
Hollywood, Censored in Beijing, explores this topicin more detail.

In publishing, foreign authors face the choice between complying with China’s censorship practices or
having some or all of theirwork excluded from the Chinese market, as PEN Americaresearchedin
Censorship and Conscience: Foreign Authors and the Challenge of Chinese Censorship. Publishersin
Australia, England, and Germany have already come under direct pressure by the CCP; others may
engage in self-censorship to avoid similar pressure.

Foreign journalists within Chinaare subjectto harassmentas well as restricted access to the country.
PEN America’s report, Darkened Screen: Constraints on Foreign Journalists in China, details China’s
mechanisms for curtailing access for foreign journalists and how U.S. outlets may pull punchesto
protect Chinese corporate interests.

China’sinfluence on U.S. highereducation has implications for scientificresearch, technological
advancement, and the ability of scholars to help the rest of global society make sense of China. Active
monitoring of Chinese students by the CCP may mean that universities reliant on Chinese students for
revenue consider what they and theirfaculty say and publish. However, amid a climate of rising anti-
Asian animus, probingthe ramifications of these ties can feed suspicions and prejudices against students
themselves, which can also impairthe free flow of speech and thought.

Most American social media platforms are blocked from operatingin China; the few that remain
regularly make concessions to the CCP. As economicpressures to engage with Chinaincrease, Google
and Apple continuously reevaluate their relationships with the CCP. Google has previously discussed
plansto provide filtered news and search apps within China, and Apple has made alarming decisions to
compromise data privacy and app services. PEN America addressed this topicin Forbidden Feeds:
Government Controls on Social Media in China.

One of the greatest challenges that censorship and censoriousness pose is their penchant forinvisibility.
Particularly when the targets of censorship are heavily incentivized to accede to it, distortions of our
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publicdiscourse, suppressedideas, and the reification of falsehoods can go unspoken. The USITCand
United States government should furtherexplore the ways that censorship and censorious influence are
shaping American business and the world and make their findings public.

Recording Industry of America

No written summary. Please see EDIS for full submission.

Maria Repnikova

Political censorship in non-democratic, non-Western markets like China should be understood as any
restriction placed on freedom of expression originating from agovernment entity, including pre-emptive
measures, such as legal regulations, directives, and content filtering, as well as post-facto content
deletion, criticism, and punishment. In addition to direct censorship measures, we should also account
forindirectinformation practices that can facilitate censorship, including surveillance, propaganda, and
cybernationalism. All these measures work in tandem to restrictand complicate the operations of US
companies.

In China, information restrictions (direct and indirect) have expandedinrecentyears. As fordirect
censorship, numerous new regulations have been passed to enhance control overthe Internet, including
VPN crackdowns (2017) and new provisions targeting content producers, platforms, and users (2019).
Alongside with legal measures, there has been anintensificationin content filtering and censorship
directivestargeted at digital users, as well as at Chinese and foreign media outlets and platforms. Some
of these are pre-emptive, and some are post-facto.

While Chinesecensorshipis often understood as arigid and top-down apparatusitis highly adaptive to
publicopiniontrends onsocial media, and isimplemented by many actors, including Internet companies
and editors. Topics that are widely discussed on social mediaare more likely to get censored regardless
of theiractual sensitivity (Repnikova 2017). This makes censorship especially unpredictable for foreign
and Chinese entities alike.

In additionto censorship, surveillance in the form of extensive data collection has significantly
expanded. Some of these measures likethe recent Data Security Law (2021) that requires approval
before exporting sensitive data, directly implicate foreign companies. Online propaganda has also
increased, along with more nationalisticexpressions online. These expressions can arise spontaneously
or as part of a larger propaganda campaign. They can target US companiesif they are seen as
threatening China’s sovereignty.

Otherthan presentingdirect marketentry barriers for those US companies refusingto comply,
censorship resultsin costs associated with self-regulation. These include expenses for monitoring social
mediaactivity, costs of state-approved VPN services, local data storage centers, and publicrelations
campaigns to manage nationalisticoutbreaks. There are alsoindirect global reputational costs to
obliginganon-democraticregime.

Chinese censorship can also affect US companies’ operations outside of China’s borders, as the Chinese
governmentincreasingly promotes cybersovereignty norms (orthe idea of governmentregulation of
the Internet) and as Chinese tech companies competefor contracts in the Global South.

In thinking about censorship in non-Western, non-democratic markets like China, itis pertinentto
categorizeitintodirectandindirect measures, as well asto account forglobal dimensions of
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Chinese information governance. Whilethe US governmentis limited in shapinginformation
environment within China, there is more space to engage globally. Thisrequires rethinking the Internet
freedomagenda, as well as encouraging more US tech companies’ competition in emerging markets like
Africa.

Tahrir Institute

No written summary. Please see EDIS for full submission.
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FOREIGN CENSORSHIP QUESTIONNAIRE

U.S. INTERNATIONALTRADE COMMISSION
Telephone: 202-780-1638
foreign.censorship@usitc.gov

The U.S. Senate Committee on Finance (Committee) has requested that the U.S. International Trade
Commission (USITC or Commission) conduct aninvestigationand survey pursuant to section 332(g) of the
Tariff Act of 1930 regarding foreign censorship and its impact on trade and investment. In response to
that request, the Commission has instituted aninvestigation and has issued this questionnaire to collect
information to hear directly from U.S. businesses about how foreign censorship impacts them. This
guestionnaire mainly focuses on China, although it also includes questions relating to other countries.
You are receiving this questionnaire because the Commission has identified you as a U.S. business that
may have commercial connectionsto China. Yourresponse willbe treated as confidential and will only be
referencedif we can ensure anonymity. If your business does not have such connections, we still require
that you answersection 1 of the questionnaire.

Answersto this questionnaire will provide information forthe Commission’s factfinding investigation on
the trade and economic effects of foreigncensorshipon affected businesses in the UnitedStates and their
global operations.The Committee requestedthis investigation in two parts. The first report will providea
gualitative description of censorship policies,and practices, whilethe secondcompels the USITC to survey
U.S. businesses about how foreign censorship policies, and practices have affected them both in the
United Statesand abroad. You can learn more about thisinvestigation(Inv. No. 332-586) at the following
website: http://www.usitc.gov/foreigncensorship.

Your businessis required by law to respond to this questionnaire.
Please read all instructions and submit yourresponse
to the web-based questionnaire no laterthan November 3, 2021.

The Commission is requesting this information under the authority of section 332(g) of the Tariff Act of
1930 (19 U.S.C. § 1332(g)). Completing the questionnaire is mandatory, and failure to reply as directed
can result in a subpoena or other order to compel the submission of records or information in your
possession (19U.S.C. § 1333(a)).

For more information on this questionnaire, contact the project team at foreign.censorship @usitc.gov.
You may also call the team at 202-780-1638. The project leaders for this investigation are Ricky Ubee,
ShovaKC, and George Serletis.

OMB no. 3117-0232
No response isrequiredif a currently valid OMB control numberis not displayed.
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Confidentiality

The Commission has designated the information you provide in response to this questionnaire as
“confidential business information,” unless such information is otherwise available to the public.
Information received in response to this questionnaire will be aggregated with information from other
guestionnaire responses. The information will not be published ina mannerthat would identifyyour firm
or reveal the operations of your business. Section 332(g) of the Tariff Act of 1930 (19 U.S.C. 1332(g))
provides that the Commission may notreleaseinformation which it considers to be confidential business
information unlessthe party submitting such informationhad notice, at the time of submission, that such
information would be released by the Commission, or such party subsequently consents to the release of
theinformation.
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Instructions

1. Completing the questionnaire. To provide your business’s responses to this questionnaire, use the
secure interactive website version, accessible at this link:

https://www.usitc.gov/foreigncensorship.

For the purposes of viewing the full questionnaire, a PDF version is available at this link:
https://www.usitc.gov/foreigncensorship/downloads.

2. Accessing the questionnaire. We sent your business a notification letter that includes a personalized
website link and the 10-digit questionnaire token. Type in the link provided in the letterin your preferred
internetbrowserand access the questionnaire using yourtoken to complete the questionnaire online. If
you have issues with your token or accessing the questionnaire, please email
foreign.censorship@usitc.gov or call 202-780-1638 for assistance.

3. Entering information. Please answer each question that applies to your business. Some questions
require you to answer by using the provided checkboxes, while others require adetailed response to be
typedintoentryareas. You will have an opportunity toreview your responses, editthem, and download
a copy before submitting.

4. Entering numericdata. Enter data for revenue/sales,employees, etc. in actual units, notin thousands,
millions, or other multiplesof units. Forexample,for $123.4 million, enter "123400000," not "123400" or
"123.4." (Do notadd commas between digits; they willappear automaticallyafter youenterthe numbers.)

5. Questionnaire structure. This questionnaire is composed of 7 sections. First, read and respond to
section 1 questions carefully. Your responses in section 1 will determine whether you must complete

every sectionthatfollows.

6. Submitting the questionnaire. Afteryou have completed section 7, you may download a copy before
submitting. Select the “submit” buttonto send yourfinal response.
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How to report information about your business

1. Coordinating your business's response. Only one questionnaire perbusiness may be submitted. If
individuals ordepartments within your business will share responsibility for completing this
guestionnaire, please coordinate and combinetheirresponses so that the information your business
gives usis consistent. This will minimize our need to contact you for clarification.

2. Relationship to corporate structure. Please provide asingle responseforyourbusiness's activities
and experiences and, to the extent possible, the experiences of its subsidiaries and affiliates. If your
business has aparent company, do not send the questionnaire to the parentto complete.

If your businessis a holding company without operations, please contact the projectteam at
foreign.censorship@usitc.gov or 202-780-1638 for furtherinstruction.

U.S. affiliates of foreign companies. Please respond as if the affiliate werean independent business
operatinginthe United States. Forexample, foran affiliatein the United States, report estimated
total domesticand foreign sales for the affiliate and not for the foreign parent company.
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Definitions

Censorship: For the purposes of this questionnaire, censorship is defined as the prohibition or
suppression of speech or other forms of communication. Censorship may be in the form of an act,
policy, or practice, and may be de jure (thatis, based on a law or other official measure) orit may be
de facto (thatis, official or unofficial activities that as a practical matter have a censorship effect).In
addition to hearing about acts, policies, and practices that constitute censorship (direct or indirect),
we are alsointerestedin hearingaboutacts, policies, or practices that enable censorship, for example
by limiting the pursuit of business activities related to speech or facilitating the ability to carry out
censorship. Censorship may be conducted, or enabled, by governments or state-controlled entities.
Censorship may also be conducted, orenabled, by private actors at the direction of a government, or
to gaina marketadvantage oravoid a disadvantage fromagovernment.

This investigation focuses on censorship as a barrier to trade or investment by U.S. businesses. The
guestionnaire will ask about your business’s experiences of specific acts, policies, and practices in
foreign countries, with afocus on mainland China, that may constitute censorship (direct orindirect),
or enable censorship. The Commission has identified some of these acts, policies, and practices in
section 2. We ask you to consider whetherthese (orotheracts, policies, and practices) have acted as
or enabled censorship, resulting in a barrier to trade or investment of your business’s products or
services. Certain government policies, such as licensing restrictions or local presence requirements,
may or may not be used to enable censorship,and we leave itto yourjudgementasto whether they
have been used to that end. Indirect censorship may take the form of self-censorship, where a
business limits ormodifies its communications, products, orservices due eitherto fear of reprisal or
deference to the perceived preferences of governmental actors. Censorship may also be
extraterritorial in nature; that is, when a foreign government imposes censorship acts, policies, and
practices based on speech-related activities outside its own territory orin a way that impacts speech-
related activities of businesses orindividuals within other jurisdictions.

Finally, to the extent practicable, we ask you to focus on impacts and changes to your products and
servicesor theirmode of delivery that have resulted or continue to occur due to censorship-related
acts, policies, and practices. Please address impacts and changes due to censorship-related acts,
policies, and practices rather than impacts and changes to speech-related activity due to other
market-specific conditions such as regional consumer preferences or other market characteristics.

China: For the purposes of this questionnaire, please consider all references to “China” to mean
mainland China (i.e., the geographicareathatincludes China but doesnotinclude Hong Kong, Taiwan,
Kinmen, Matsu, the Pescadores, or Macau).

Chinese government: For the purposes of this questionnaire, references to the Chinese govemment
areintendedtoincludestate authorities in the People’sRepublic of Chinaunderthe leadership of the
Chinese Communist Party. It includes the legislative, executive, military, supervisory, and judicial
branches of government atthe national, provincial, and local levels as well as authorities and offidals
of the Chinese Communist Party.
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Definitions of Products and Services

Product/service category

Definition

Communications services

Communications services are telecommunications or
some combination of information and media services
provided overfixed or mobile broadband. These
servicesalsoinclude online communications services
and applications.

Filmandtelevision (TV)

Filmandtelevisioninclude theatrical screening of
movies (intheaters)and the streaming of movies, short
films, and documentaries; and broadcast TV and
streaming of TV shows and events. This category also
includesthe creation, development, production,
distribution, broadcast, and/or licensing of these media
through physical or digital means.

Music developmentand/ordistribution,
licensing, radio broadcasting

Music developmentisthe process of creatingand
producing music. This category also covers the delivery
of music, which includes the distribution, radio
broadcasting, and licensing of musicthrough physical or
digital means.

Video game developmentand/or
distribution

Video game developmentis the process of designing
and creatingvideo games. This category alsoincludes
theirdistribution, which may be through physical or
digital means.

Information content developmentand/or
distribution, and educational services

Information content developmentis the process of
creating and/ordistributing information. Examples of
information content developers ordistributorsinclude
news agencies, and book and journal publishers.
Educational servicesinclude universities and other
teachinginstitutions.

Searchengines

Search engines are websites through which users can
search forinternet content with specified keywords or
phrases.
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Product/service category

Definition

Social media, platforms for user-generated
content (includingreviews), and
networking platforms

Social mediaand platforms foruser-generated content
are internet applications or websites that allow for the
creation, access, and exchange of user-generated
content, including reviews of services. Networking
platformsare internetapplications or websites
facilitate userinteraction with other users, including
employment recruitment-and-networking platforms,
dating apps and platforms, and other online forums. If
your platformis also used forsales, it may also classify
as either “E-commerce shopping platforms for goods
and services” or “Individual company’s online store or
web application forsellinggoods orservices,” selectas
appropriate.

E-commerce shopping platforms forgoods
and services

Platformsthatfacilitate online trade in goods and
services. Examplesinclude e-commerce shopping
platforms, classifieds, travelhosting and booking
platforms, onlineauctions, and app stores. The
platformstypically allow user-generated reviews of
products and services sold onthe platform.

Individual company’s online store orweb
applicationforselling goods orservices,
including, forexample, provision of
electronic paymentservices

Internetapplications or websites that allow users to
buy goods and services online. Examplesinclude
company websites orvirtual storefronts for online sales
of their products and services. This category also
includesride-booking services. Electronic payment
services are services thatallow usersto transfermoney
to stores and otherusers.

Cloud storage, computing services, and
software

Cloud storage and computing services are services such
as software as a service (SaaS), platform as a service
(PaaS), infrastructure as aservice (laaS), dataanalytics,
and cognitive and artificial intelligence solutions. This
categoryalsoincludes non-cloud software sales or
licensing (including downloaded software).

All otherservices

Services not covered by the above categories. Examples
include financial (excluding payment services),
insurance, express shipping services, and brick &
mortar retail.
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Product/service category Definition

Information, communications, and Information, communications, and technology products
technology (ICT) products (physical goods) | are physical goods made with a high level of
technological intensity. The goods mayinclude
computers, network and information communications
technology hardware/equipment, and consumer
electronics.

All other manufactured goods All other manufactured goods are manufactured goods
otherthan ICT goods. Examples may include industrial
chemicals, textiles and apparel, processed foods,
natural resources products, engines and propulsion
systems, and biopharmaceuticals.

Agricultural products Agricultural goods are goods produced from the raising
of crops or animals. Agricultural services are services
that provide information, consulting, equipment, and
suppliestothe agricultural industry. This category also
includes wild caught and farmed fish.

Activities related to speech (or speech-related activities): Activities thatinvolve your business’s public
speech and expression, as well as speech and expression that may take place on or in yourbusiness’s
products and services. Forexample, statements made in marketing materials, publications or other
media, publicstatements by employees, or user-generated videos posted to abusiness’s video
distribution platform are all speech-related activities.

Blocking: Contentblocking (also called “content filtering”) is a practice in which internet users are
deniedaccessto certainonline contentbased on governmentrequirements.

Censorship-related acts, policies, and practices: Acts, policies, and practices thatdirectly orindirectly
block or limit speech-related activities (such as: internet shutdowns, blocking or filtering of digital
content, targeted throttling, harm or threats of criminal or civil harm againsta business orits employees
based on speech-related activities; additional acts, policies, and practices are identified in question 2.1a)
and acts, policies, and practices that enable censorship by limiting the pursuit of business activities
relatedto speech (such as: overly broad intermediary liability rules, certain datalocalization measures,
and local presence requirements; additional acts, policies, and practices are identified in question 2.2a).
Censorship-enabling acts, policies, and practices are considered ‘censorship-related’ only when they have
been used orare intended to be used to limit speech-related activities.

Extraterritorial censorship: When a foreign governmentimposes censorship-related acts, policies, and
practices based on speech-related activities outside its own territory orin a way that impacts speech-
related activity of businesses orindividuals within otherjurisdictions. Forexample, a publicstatement
froma company that takes place in the United States that leads to reprisal in another market.

Foreign affiliate: Aforeign business enterprisein which there is U.S. directinvestment—thatis, in which

a U.S. person, or entity, owns orcontrols 10 percent or more of the voting securities of anincorporated
foreign business enterpriseoran equivalentinterestinan unincorporated foreign business enterprise.
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Government-initiated boycott efforts: Actions supported by governments to encourage citizensto stop
buyingor using goods or services of a certain company or country as a protest.

Internet shutdowns: The intentional disruption of internet or electroniccommunications, rendering
theminaccessible oreffectively unusable, foraspecificpopulation orwithin alocation, oftento exert
control overthe flow of information.

Self-censorship: The act of censoring or suppressing one’s own speech, expression, or contentin order
to avoid offending agovernment, ensure continued market access, obtain market access, oravoid a
disadvantage orgain an advantage from a government. Forexample, a university may cancel events due
to concerns about how such events may be perceived by the Chinesegovernment.

Throttling: The intentional slowing down of internet speedin orderto decrease, limit, or disrupt specific
servicesorcontent.
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SECTION 1. Business Information

This section asks about the primary characteristics of your business, and your business’s
activities in China. Please fill out this section whether or not you believe your business’s
operations are relevant to the overallsurvey.

1.1 Enterthe 10-digit questionnaire token that was in the notification letter we sent to your business.
This will allow the projectteam to track your response. If you do not know this number, contact the
projectteam at foreign.censorship@usitc.gov or 202-780-1638.

Questionnaire token:

1.2 Pleaselistyourbusiness’s U.S. headquarters’ address and a contact person.

Business name

Address

City State Zip code Website address
Contact person’sname Contact person’sjob title
Contact person’s telephone number Contact person’s email

1.3 Selectthe products and services that your business provides, as related to each of the following
optionssince January 1, 2019: to customersin the United States, to customersin China, and products
and services your business has previously provided or attempted to provide in China but has been
unsuccessful. Check allthatapply.

“Provides” includes the provision of goods or services by your business’s domestic and foreign
operations (i.e., via cross-border trade and foreign affiliates) and “customers” includesintra-company
and external parties, as well as affiliates. Your business has “attempted to provide” its goods and
services in China if it has conducted activities beyond market research to enter the market. These
activities include seeking approval or licensing to provide goods and services in China or trying to
enter into a joint venture to operate in the market.

If none of these product/service categories apply, please contact the project team at
foreign.censorship@usitc.gov or 202-780-1638.
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Product/service category Provide to Provide to Previously
customersinthe | customers provided or
United States in China attemptedto
provide in China

Communications services O O O
FilmandTelevision (TV) O O O
Music development and/or distribution,

vusic gevetop /o O O O
licensing, radio broadcasting
Video game developmentand/or

[ceosal P / O O O
distribution
Information content developmentand/or

o . . O O O
distribution, and educational services
Search engines O O O
Social media, platforms for user-
generated content (including reviews), O O O
and networking platforms
E-commerce shoppi latf f d

: pping platforms for goods O O 0

and services
Individual company’s online store or web
applicationforsellinggoods orservices,
. . . O O (|
including, forexample, provision of
electronic paymentservices
Cloud storage, computing services, and 0 O 0
software
All otherservices O O O
Information, Communications, and
Technology (ICT) products (physical O O O
goods)
All other manufactured goods O O ]
Agricultural products O O O

1.4 Has your business, including subsidiaries (if applicable):

Item Yes No
Earnedrevenuein, orfrom, Chinasince January 1, 2019? O @)
Had any foreign affiliate activityin China or non-revenue generatingoperations O O
inChinaat any time since January 1, 2019?

1.5a Please provide estimates of your business’s revenue orsales, whicheveris easiest, forthe 2019 and
2020 calendaryearsineach of the areas below. Your best estimate and roundedfigures are fine, but
please enter your response using whole number (e.g. 15000000 instead of 15.0 million) with no
symbols (nocommas or dollarsigns).

If yourcompany was founded after 2019, please enter zeroes (0) in the 2019 column.
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Location 2019 2020
revenue/sales revenue/sales
in U.S. Dollars in U.S. Dollars

United States
Global (including United States)

1.5b Please provide estimates of your business’s total employees in the United Statesfor the 2019 and
2020 calendaryearsinthe spaces below.Yourbest estimate and rounded figures are fine, but please
enteryourresponse using whole numbers (e.g., 2000 instead of 2 thousand) with no commas.

If yourcompany was founded after 2019, please enter a zero (0) for 2019.

2019 2020

U.S. employees

1.6 [If0toall 2019 inquestion 1.5] Was your business established after December 31, 2019?

o Yes
o No

[If,in question 1.3, your business does not provide any products/services in China, has not previously
provided them in China, and has not attempted to provide them in Chinaand you selected “No” to
both parts of question 1.4, please skip to section7.]
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SECTION 2. Experiences with Censorship-related Acts, Policies, and Practices

This section asks whetheryour business (U.S. and dffiliates) has experienced censorship in
China while providing or attempting to provide goods and services. The section also
includes questions about potential self-censorship and extraterritorial censorship.

2.1a Since January 1, 2019, how often have the following censorship acts, policies, and practicesin China
impacted your business’s ability to provide or sell your products and services? “Regularly” indudes
acts, policies, and practices that are experienced as a matter of course when doing business.

Censorship acts, policies, and practices (see page 7 Not Occasionally | Regularly
for definitions) experienced
Short-terminternet shutdowns (lasting 48 hours or
(lasting o) ® o)

less)
Long-terminternet shutdowns (lastinglongerthan 48

g ( glong o O o
hours)
Blocking orfiltering of one or more of yourdigital
products/services based on the content oras reprisal @) @) @)
for speech-related activities
Targeted denial of marketaccess of one or more of
your digital products/services based on speech related O O O
activities
Targeted throttling orslowing of access to your digital

g g g y g o O o

products and services

Harm or threats of criminal orcivil harm, exit bans, or
otherforms of reprisal against your organization’s O O O
employees based on speech-related activities

Harm or threats of criminal or civil harm, government-
initiated boycotts, or otherforms of reprisal against
your organization, brand, or products based on
speech-related activities

Restrictions on or requirements to modify the content
of any of your organization’s products, services, or
public-facing materials on the grounds thatitis
objectionable foranyreason

Other(please specify) O O O

2.1b Please provide any additional information that could add context for your responses to question
2.1a. Aswithall answersto this questionnaire, yourresponsewill be confidential and will only be
referencedif we can ensure anonymity.

2.2a The following acts, policies, and practices have been noted, in some cases, to enable or have the
effect of limiting activities related to speech. Forexample, requirements to have local employees in
a market may lead to concerns about the potential civil or criminal liability of employees that cause
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a businesstodecide to suppressthe availabilityof some orall of its online content. Such effects may
be direct or indirectand may limit participation in the Chinese market or prevent entry.

Since January 1, 2019, has your business experienced the following acts, policies, and practices in
China that may have enabled censorship and affected your ability to provide or sell your products
and servicesinthe Chinese market? Check allthat apply.

Not

Acts, policies, and practices that may enable censorship Experienced .
Experienced

Overly broad, opaque, orunreasonably burdensome intermediary
liability rules related to the monitoringand/ortake down of user- O O
generated contentonyourservices

Requirementsto turn over personal information of customers or users
that have affected the pursuit of business activities related to speech

Data localization measures requiring in-country storage of data (either
a copy of the data or sole location) that have affected the pursuit of O O
business activities related to speech

Local presence requirements, which may include a physical location or
local employees, that have affected the pursuit of business activities O O
relatedtospeech

Foreign ownership restrictions that have affected the pursuit of

. o O O
business activities related to speech
Licensingrestrictions that have affected the pursuit of business . .
activitiesrelated to speech
A requirementtoonly use state-approved virtual private networks

. . N O O

that have affected the pursuit of business activities related to speech
Requirements to publicly apologize for statements made by the
business orby employees forspeech-related activityin orderto O O
continue the pursuit of business activities in China
Other(please specify) O O

2.2b Please provide any additional information that could add context for your responses to question
2.2a. As with all answers to this questionnaire, your response will be confidential and will only be
referenced if we can ensure anonymity.

[If respondent indicated their business has not experienced any censorship-related acts, policies, and
practices in questions 2.1a and 2.2a] You indicated in questions 2.1aand 2.2a that your business did not
experience any acts, policies, and practices related to censorship in China that have impacted your ability
to provide orsell your products and services. Is this correct?

o Yes

o No
[If no, respondent will be prompted to go back and select the censorship measures that they have
experienced; if yes, skip to section 5]
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2.3 Since January 1, 2019, how has your business responded to the Chinese government’s requirements
to modify the content published on your website or platform, or modify your product or services,

including the takedown of online content?

o Alwayscomplied

o Compliedsometimes
o Nevercomplied

o Notapplicable

2.4a Since January 1, 2019, which of the products/services thatyourbusiness provides orsells, or has

attemptedtosell, to customersin Chinahave been subjecttoandimpacted by the censorship-
related acts, policies, and practicesin Chinaselected in question 2.1aand 2.2a?

Examples of negativeimpacts include the denial of market entry for certain products and services
and reduction in their quality because of perceived or explicit limitations on speech and content. An
example of a positiveimpact might be limited competition, if others are denied market access.

[Answer only for those product/service categories provided by your business which you identified
in question 1.3 as being sold to customers in China, previously provided to customers in China, or
attemptedto sell in China but have been unsuccessfulin doing so.]

Product/service category Not subject Subjectto Subjectto Subjectto
to censorship-related | censorship- | censorship-
censorship- | acts, policies, and related related acts,
related acts, practices; acts, policies, and
policies, and positively policies, practices;
practices impacted and negatively
practices; impacted
ho impact
Communications services O O O O
FilmandTelevision (TV) O O O O
Music developmentand/or
distribution, licensing, radio O @) O @)
broadcasting
Video ga.me.dev.telopment o o o o
and/ordistribution
Information content
dfave.lopr.’nentand/or . o o o o
distribution, and educational
services
Search engines O O O O
Social media, platforms for
user-generated content o o o o
(includingreviews), and
networking platforms
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Product/service category Not subject Subjectto Subjectto Subjectto
to censorship-related | censorship- | censorship-
censorship- | acts, policies, and related related acts,
related acts, practices; acts, policies, and
policies, and positively policies, practices;
practices impacted and negatively
practices; impacted
no impact
E-commerce shopping
platformsforgoodsand O O O O
services
Individual company’s online
store or web application for
tsellmg.goodS orservices, o o o o
including, forexample,
provision of electronic payment
services
Clou'd storage, computing o o o o
services, and software
All otherservices O O O O
Information, Communications,
and Technology (ICT) products O O O O
(physical goods)
All other manufactured goods O O O O
Agricultural products O O O O

2.4b Please provide any additional information that could add context for your responses to question
2.4a. As with all answers to this questionnaire, your response will be confidential and will only be
referenced if we can ensure anonymity.
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2.5 Select which of the censorship acts policies, and practices that your business has experienced apply to the products and services that you
selectedin question 2.4a. [Columns willbe based on responses to question 2.4a (negatively impacted) and rows will be based on responses
to question 2.1a]

. . . Communications Filmand Agricultural
Censorship acts, policies, and practices . .
services Television (TV) products
Short-terminternet shutdowns (lasting 48 hours or O (| O O O
less)
Long-terminternet shutdowns (lasting longerthan 48 O (| O O O
hours)
Blocking orfiltering of one or more of yourdigital O (| O O O
products/services based on the content oras reprisal
for speech-related activities
Targeted denial of market access of one or more of O (| O O O
your digital products/services based on speech related
activities
Targeted throttling orslowing of access to your digital O O 1 1 1
products and services
Harm or threats of criminal or civil harm, exit bans, or O O O O O

otherforms of reprisal against your organization’s
employees based on speech-related activities
Harm or threats of criminal or civil harm, government- O O O O O
initiated boycotts, orotherforms of reprisal against
your organization, brand, or products based on speech-
related activities

Restrictions on orrequirements to modify the content O O 1 1 1
of any of your organization’s products, services, or
public-facing materials onthe grounds thatit is
objectionable foranyreason

Other(please specify) O O O O O
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2.6 Select which of the censorship-enabling acts policies, and practices that your business has experienced apply to the products and services
that you selectedin question 2.4a. [Columns will be based onresponses to question 2.4a (negatively impacted) and rows will be based on
responses to question 2.2a]

Censorship acts, policies, and practices that may enable Communications Filmand Agricultural
censorship services Television (TV) products
Overly broad, opaque, orunreasonably burdensome O O (| (| (|

intermediary liability rules related to the monitoringand/or
take down of user-generated content onyourservices

Requirementstoturn over personal information of customers O O (| (| (|
or users that have affected the pursuit of business activities
related to speech

Data localization measures requiringin-country storage of O O O (| (|
data (eitheracopy of the data or sole location) that have
affected the pursuit of business activities related to speech

Local presence requirements, which may include a physical O O O O O
location or local employees, that have affected the pursuit of
business activities related to speech

Foreign ownership restrictions that have affected the pursuit O O O O O
of business activities related to speech

Licensingrestrictions that have affected the pursuit of O O O O O
business activities related to speech

A requirementto only use state-approved virtual private O O O | |

networks that have affected the pursuit of business activities
related tospeech

Requirements to publicly apologize for statements made by O O (| (| (|
the business or by employees forspeech-related activity in
orderto continue the pursuit of business activitiesin China

Other(please specify) O O O | |
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2.7 For the following product and service categories your business provides or sells, previously provided,
or has attempted to provide in Chinabut has been unsuccessful at doing so, were any censorship-
related acts, policies and practices afactor in currently or previously being unable to sell these
products/services orreducing their provision? [Only provide answers for product/service categories
selected as negatively impacted by censorship in question 2.4a]

Unsuccessfulin,

or stopped, Reduced
providing provision of
products/services | products/services | Other negative
dueto dueto impact(s) due to
censorship- censorship- censorship-
related acts, related acts, related acts,
policies, and policies, and policies, and
Product/service category practices practices practices
Communications services O O O
Filmand Television (TV) O O O
Music developmentand/or
distribution, licensing, radio O O O
broadcasting
V'lde‘oga.me developmentand/or 0 0 0
distribution
Information content development
and/ordistribution, and educational O O O
services
Search engines (| O O
Social media, platforms foruser-
generated content (including reviews), O O O
and networking platforms
E-commerce sh'opplng platforms for O O O
goods and services
Individual company’s online store or
web application forselling goods or
services, including, forexample, O O O
provision of electronicpayment
services
Cloud storage, computingservices, 0 0 0
and software
All otherservices (| O O
Information, Communications, and
Technology (ICT) products (physical O O O
goods)
All other manufactured goods | O O
Agricultural products (| O O
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2.8 Please checkall the different ways that censorship-related acts, policies, and practicesin Chinathat
you identified above have impacted yourbusiness’s products and services and business operations,

as well asany relevantresponses your organization has undertaken.

My organization only provides/sells asubset of its full suite of products and servicesin China

My organization has had to modify itsintended services or content offered in China

My organizationisrequiredto limitordenyaccessto its products and services for certain users

Uniformity of our products/services across international markets has been reduced

Oo|oig|.

Changesto our products to comply with such policies have been applied to other markets or
globally to maintain uniformity or because itisimpractical to adapt products or services for
different markets

O

My organization’s costs of doing business in China have increased because of the costs
associated with complying with censorship-related acts, policies, and practices

My organization hasreduced its effortsto do businessin Chinabecause of the costs associated
with complying with censorship-related acts, policies, and practices

My organization has modified its products and services, orchangedits behavior, afterlearning
aboutactions by the Chinese Governmenttowards another company because of their speech-

related activities

My organization hasreduced its effortsto do businessin Chinabecause of the uncertaintyin

the business environment resulting from censorship-related acts, policies, and practices

My organization has ceased doing businessin China, atleast partly because of the

Government’s censorship-related acts, policies, and practices

Other (specify):

2.9 Chinahas implemented legislation and technologies to regulate the domesticinternet (a part of the
“Great Firewall”). These regulations facilitate internet censorship in China by blocking access to
selected foreign websites and internettools (such as Facebook, Twitter, Googlesearch, and non-
sanctioned VPNs) and by slowing down cross-borderinternet traffic. These limitations may impact
business operationsin China, regardless of the industry. Have any of the following limitations
related tothe Great Firewall impacted your business’s operationsin China or global operations?

Impact on
Impact on global
operations | operations | Noimpact
onlyin (including on
Limitations China China) operations
Slow cross-borderinternet access @) O O
Inability to access online tools, such as cloud-based
Y o o o
software
Inability to access blocked websites and content, such as
. O O O
Facebook and Twitter
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VPN restrictions thatlead toslow internetaccess @) O @)
Other (please specify: ) O O O

2.10 Has your business self-censored in orderto provide products orservicesin China? Thisincludes pre-
emptively editing content to obtain approval to do business by the Government of China.

o Yes

o No
[If yesto 2.10] Did this self-censorship occur with respectto speech-related activitiesin Chinaor
speech-related activities outside of China? Check all that apply.

[0 SpeechinChina
[0 Speechoutside of China

[If yesto 2.10] Did this self-censorship impactthe design orfunctionality of any products and/or
services your business provides outside of China?

o Yes

o No
[If yes, narrative response question:] Please provide any examples of self-censorship in your
organization, as well as context, to reduce the chances that its products are denied complete orgiven
only limited access inthe Chinese market. As with all answers to this questionnaire, your response will
be confidential and will only be referenced if we can ensure anonymity.

2.11 How have your organization’s products and/or services provided outside of China been directly
impacted by the Chinese censorship-related acts, policies, and practices selected in questions 2.1a
and 2.2a?

Impact Selectif applicable
Negative impact
Mixed impact
Positive impact
No impact

O[O| 0| O

[If negative impact, mixed impact, or positive impactis chosen in2.11] Where hasthe impacton your
business taken place?

[J United States
[1 Othermarkets(please specify)
2.12 Doesyour business moderate/limit activity on social mediafrom the following sources due to
Chinese censorship acts, policies, and practices?

Item Yes No
Social media posts by official company account(s) O O
Social media posts by company employees O O
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[Narrative response question] Please provide any examples of how publicspeech by your organization
orits employees outside China has affected sales/provision of your organization’s products and services
in China. As with all answers to this questionnaire, your response will be confidentialand will only be
referencedif we can ensure anonymity.

200 | www.usitc.gov



Section 3. Perceived Impacts of Chinese Censorship

Appendix E: Foreign Censorship Questionnaire

3.1 How concernedisyourbusinessthatthe application of censorshipin Chinawillhave anegative
impacton its ability to provide products and servicesin the markets belowinthe nextfew years?

“Notconcerned” may be interpreted as no expectation that censorship-related acts, policies, and
practices in China will affect your business’s products and services and “Very concerned” may be
interpreted as an expectation that censorship acts, policies, and practices in China will affectyour
business’s products and services in such a way that causes your business to leave the market.

Abilityto provide | Not concerned Moderately concerned | Very concerned | Don’t provide

products and products and

servicesin: servicesin this
area

China O O O O

u.s. O O O O

Othercountries O O O O

3.2 How concernedisyourbusiness that the application of censorship-related acts, policies, and
practicesin Chinawill have anegative impact onits operations in the markets belowinthe nextfew

years?

“Operations” may include investment, physical operations, and interactions among different

business units and suppliers. “Not concerned” may be interpreted as no expectation that censorship
acts, policies, and practices in China will affect your business’s operations and “Very concerned” may
be interpreted as an expectation that censorship acts, policies, and practices in China will affect your
business’s operations in such a way that causes your business to leave the market.

Impact on Not concerned Moderately concerned | Very concerned Don’t have

operationsin: operationsin
this area

China O O O O

u.s. O O O O

Othercountries O O O O

3.3a How have the acts, policies,and practices related to censorshipin Chinachanged overthe pastfew

years?

o Theyhave become more challenging to deal with
o Theyhave not changed enough to notice a difference
o Theyhave become less challengingto deal with
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o |donotknow

3.3b Please provide any additional information that could add contextforyour responses to question
3.3a. Aswill all answers to this questionnaire, your response will be confidential and will only be
referenced if we can ensure anonymity.

3.4 How do policies related to censoring content applied by the government of Chinacompare between
your business and Chinese-owned companies?

o My business faces lowerlevels of requirements and enforcement than Chinese-owned

businesses

o My business faces the same levels of requirements and enforcement as Chinese-owned
businesses

o My business faces higherlevels of requirements and enforcement than Chinese-owned
businesses

o Don’tknow

3.5 [If always complied or complied sometimes to question 2.3] Does your business believe complying
with Chinese acts, policies, and practices related to censorship impacts how your business’s brand is
perceived by U.S. customers?

o Yes, negative impact
o Yes, positive impact
o Yes, mixedimpacts
o Noimpact

3.6 [If always complied or complied sometimes to question 2.3] Does your business believe the size of
its customerbase in the United States has changed as a result of complying with Chinese acts,
policies, and practices related to censorship?

o Yes,itlostcustomers.
o VYes,itgainedcustomers.
o No change.
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Section 4 — Economic Effects of Censorship in China

4.1

4.2

4.3

4.4

Have the acts, policies, and practices related to censorship that your business has experienced in
Chinaimpacted your business’s costs (in or outside China), revenue, and/or U.S. employment since
January 1, 2019? If your business has a non-U.S. parent company and economic impacts are only
experienced by the parent company, select “No, noimpact.”

o Yes

o No, noimpact (Skip toSection 5)

[If “No, noimpact”ischosenin4.1] Checkif the economicimpact of Chinese censorship-related acts,
policies, and practices are only experienced by aforeign parent company.

Which of the following statements most accurately describes the net effects that acts, policies, and

practices related to censorship in China have had onyour business’s revenue orsalesin Chinasince

January 1, 2019?

o My business has lost or foregone revenue or sales in China because of these acts, policies, and
practices.

o Noimpactto mybusiness’srevenue orsalesin China.

o My business has earned additional revenue orsale in China because of these acts, policies,and
practices.

Which of the following statements most accurately describes the net effects that acts, policies, and

practices related to censorship in China have had on your business’s revenue orsales outside China

since January 1, 2019?

o My business haslostorforegone revenue orsales outside China because of these acts, policies,
and practices.

o Noimpactto mybusiness’srevenue orsalesoutside China.

o My business has earned additional revenue or sales outside China because of these acts, policies,
and practices.

Provide your best estimate of how much the removal of all acts, policies, and practices related to
censorshipin Chinawould change yourbusiness’s global annualrevenue orsales, as ashare of 2020
global revenue or sales. If you would like to provide additional information or context for your
response to this question, please dosoin question 4.14.

Change in global annual revenue/sales lfpercem:l

4.5

Which of the following statements most accurately describes the net effects that acts, policies, and
practices related to censorshipin Chinahave had on your business’s costs in China since January 1,
2019? “Costs” includes compliance and entry costs to do businessin China.

o My business hasfaced increased costs in China because of these acts, policies, and practices.

o Noimpactto mybusiness’s costsin China.
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o My business hasfaced reduced costsin Chinabecause of these acts, policies, and practices.

4.6 On average, provide your best estimate of how much the acts, policies, and practices related to
censorship in China have impacted your business’s costs of doing business in China (including
compliance and entry costs), as a share of total global costs? If youwould like to provide additional
information or contextforyourresponse tothis question, please dosoin question4.14.

[If “...increased costs...” chosenin 4.5]

a o o

=

change 2 4 6% g iiore
Change in global
costs (percent)
[If “...reduced costs...” chosenin4.5]
or No
-604 -404 -2%h change

4.7 Which types of costs were affected by acts, policies, and practices related to censorshipin China?

Affected Not affected
Fixed costs such as the cost of O O
building additionalfacilities
Variable costs which are the O O

costs of serving an additional
customerfromexisting
facilities

4.8 [If both types of costs are affected] Which one is a bigger factor (variable vs fixed) of total costs for
your business?
o Fixedcosts
o Variable costs
o Both costsare equally significant factors
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4.9 Which of the following statements most accurately describes the net effects that acts, policies, and
practices related to censorship in China have had on your business’s costs outside China since
January 1, 2019?

o My business has faced increased costs outside China because of these acts, policies, and
practices.

o Noimpactto mybusiness’s costs outside China.

o My business has faced reduced costs outside China because of these acts, policies, and practices.

4.10 Which of the following statements most accurately describes the net effects that acts, policies, and

practicesrelated to censorship in Chinahave had on yourbusiness’s U.S. employment since January

1, 2019?

o My businesshasreduced U.S. employment orlost U.S. employees because of these acts, policies,
and practices.

o Noimpactto mybusiness’s U.S.employment.

o My business has increased U.S. employments or gained U.S. employees because of these acts,
policies, and practices.

4.11 Provide your best estimate of how much the removal of all acts, policies, and practices related to
censorship in China would change your business’s U.S. employment, as a share of 2020 U.S.

employment. If you wouldlike to provide additional information or context for your response to this
guestion, please dosoin question 4.14.

Change in annual U.S. employment prercent}

4.12 [Skip if no products/services provided in China per question 1.3] Provide your best estimate of how
much blocked access to your website and services in Chinaforasingle day would cost your business,
interms of lost revenue as a share of your business’s 2020 global revenue.

Cost as share of 2020 global revenue (percent)

4.13 How did you reach the costs and revenue estimates above? Check allthat apply.

Method Checkifyes
Internal business estimates O
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External marketresearch

Compared with business’s performance in otherforeign
markets

External publication (specify):

Other (specify):

oo O (O

4.14 Describe any ways that are not capturedinthe previous questionsin this section thatacts, policies,
or practices related to censorship in China have affected yourcompany’s global operations outside
of China. This can include effects on foreign affiliates, suppliers, and otherbusiness-to-business
transactions. Additionally, use this box to make any comments about experiences with censorship
acts, policies, and practicesin Hong Kong. As with all answers to this questionnaire, yourresponse
will be confidentialand will only be referenced if we can ensure anonymity.
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SECTION 5. Experiences with censorship-related acts, policies, or practices in

other markets

This section asks about your business’s experiences with censorship-related acts, policies, or practices in
markets other than China. As with the rest of the questionnaire, censorship refers to the suppression or
prohibition of speech or communication (see the “Definitions” section for more detail). Examples of
censorship-related acts include, but are not limited to, internet shutdowns, and requirements to modify
audio/visualcontent of your products/services, as well as acts of retaliation based on speech.

5.1 Foreach marketlisted below, selectthe following. If your business provides products and services
(i.e., operates)inthe market, select whetherit has experiencedacts, policies,and practices related
to censorshipinthat marketsinceJanuary 1, 2019. If your business does not operatein the market,
select whethercensorship was afactor in that decision. Inthe case of the European Union, please
use “EU27-wide” (which does not include the United Kingdom) to distinguish acts, policies, or
practices of the European Union from acts, policies, or practices that are country-specific. Markets
are mapped to regions based on the International Telecommunication Union’s economy
classifications (https://www.itu.int/en/ITU-D/Statistics/Pages/definitions/regions.aspx).

Commonwealth of
Independent States (CIS)

Russian Federation

©)

@)

Operating in Operatingin Not operatingin | Not operatingin
market and market and not market and market and
experiencing experiencing censorship- censorship-
Markets censorship- censorship- related acts, related acts,
related acts, related acts, policies, and policies, and
policies, and policies, and practices werea | practices were
practices practices factor not a factor
Egypt O O O O
Nigeria O O O O
Saudi Arabia O O O O
OtherAfricaand Arab O O O O
States
India O O O @)
Indonesia O O O O
Pakistan O O O O
Vietnam O O O O
OtherAsiaand the O O O O
Pacific

@)

O

OtherCIS
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Operatingin Operatingin Not operatingin | Not operatingin
market and market and not market and market and
experiencing experiencing censorship- censorship-
Markets censorship- censorship- related acts, related acts,
related acts, related acts, policies, and policies, and
policies, and policies, and practices werea | practices were
practices practices factor not a factor
EU27-wide O O O O
France O O O O
Germany O O O O
Turkey O O O O
United Kingdom O O O O
OtherEurope O O O O
Brazil O O O O
Venezuela O O O O
Other Americas’ O O O O
markets
All other markets
All other markets O O O O

5.2 Use the space below to provide additional information on how your business has experienced acts,
policies, and practices related to censorship in the specific market(s) you selected as experiendng
censorship in (question 5.1, column 1) or not operating in with censorship being a factor (question
5.1, column 3), and the impacts censorship has had. You may answer for any number of specific
markets that were selected. Please be sure to specify the associated time-period and identify the
market(s) that you are answering about, particularly for aggregated selections of “other” markets.
Focus your discussion to impacts on employment, costs, foregone revenue, and your businesses’
global operations (including the United States, the marketidentified, and other markets). Effects on
global operations may include effects on foreignaffiliates, suppliers, and other business-to-business
transactions. You are encouraged to also include any examples of extraterritorial censorship. As with
all answers to this questionnaire, yourresponse will be confidential and will onlybe referenced if we

can ensure anonymity.
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SECTION 6. Other Information [NARRATIVE RESPONSE PROMPT]

6.1 If your business would like to further explain any of the responses in this questionnaire, use the
space below. Please do not use the return or tab keys when entering your response. As with all
answersto this questionnaire, yourresponse willbe confidential and will only be referencedif we

can ensure anonymity.
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SECTION 7. Certification

The undersigned certifies that the information supplied herein in response to this questionnaire is
complete and accurate to the best of his/her knowledge and belief.Section 332(g) of the Tariff Act of 1930
(19 U.S.C. 1332(g)) provides that the Commission may not release information which it considers to be
confidentialbusiness information unless the party submitting such information had notice, at the time of
submission, that such information would be released by the Commission, or such party subsequently
consentstothe release of the information.

The undersigned acknowledges that all information, including confidential business information,
submitted in this questionnaire response and throughout this investigation may be disclosed to and used:
(i) by the Commission, its employees and Offices, and contract personnel
(a) for developing or maintaining the records of this or a related proceeding, or
(b) ininternal investigations, audits, reviews, and evaluations relating to the programs,
personnel, and operations of the Commissionincludingunder5U.S.C. Appendix 3; or
(ii) by U.S. government employees and contract personnel
(a) for cybersecurity purposes or
(b) inmonitoring useractivity on U.S. government classified networks.

The undersignedunderstands thatall contract personnel will sign appropriate nondisclosure agreements.
The Commission will not disclose any confidential business information, unless such information is
otherwise available to the public. The Senate Committee on Finance has asked that the Commissionnot
include any confidential businessinformationin the reportit transmitsto them. Information received in
response to this questionnaire will be aggregated with information from other questionnaire responses.
The information will not be published in amannerthat would identify yourfirm or reveal the operations
of yourbusiness.

Certifier'sname and title Date of certification

Check the box below in place of a written signature to indicate that the authorized official listed above
has certified the information provided.

[] Certified

Before submitting your business’s completed questionnaire, report the actual number of hours required
and the cost to your business of completing this questionnaire, including all preparatory activities.

Numberof hours:
Cost (S):
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Survey Methods

In its letter, the Committee on Finance of the U.S. Senate (Committee) requested that the U.S.
International Trade Commission (Commission or USITC) provide areport that describes foreign
censorship policies and practices and anotherreport that quantifies theirtrade and economiceffects on
U.S. businesses. The Commission’s second report was to use, among other information sources, primary
data collected fromasurvey of U.S. companies. To make the scope of the survey manageable and to
ensure our ability to collect responses that are representative and statistically meaningful, the survey
aimedto collectinformation on the impact of these policies and practices on U.S. businesses engagedin
China. The Commission developed a questionnaire to collect this information, conducted field cognitive
testing of its questionnaire with companiesinJune and July 2021, and submitted its questionnaire to the
U.S. Office of Managementand Budgetforapproval in August 2021. Afterreceivingthe approvalin
October 2021, the Commission sentthe questionnaire to 3,787 U.S. companies.

Surveyingforthisinvestigation consisted of three major steps. First, the Commission combined
information from multiple databases available through Bureau van Dijk (BvD) to identify companies of
interestand generate alist of U.S. companies more likely to have recent operationsin China. Second,
the Commissionrandomly selected individual companies fromthatlistto survey and sentthem
guestionnaires. The Commission also conducted extensive outreach to the surveyed companies to
ensure adequate response rates. Third, the Commission combined the responses fromindividual
qguestionnairesto produce statisticallyrepresentative estimates of U.S. companies’ experiences with and
perceptions of direct censorship or censorship-enabling acts, policies, and practices (i.e., measures) in
Chinaand theireffectson U.S. businesses.

Sampling Frame

The first stepin determining which companies would receive the survey was generating the sampling
frame, whichis a list of companies from which the sample was selected. The listis formed with the goal
of identifying—to the extent possible—U.S. companies commercially active in China, whichis ourtarget
population. The metadatain BvD’s ORBIS databases provided indication of such a connection when U.S.
companiesactive between March 2020 and March 2021 met at least one of the followingcriteria: (1)
had foreign shareholders located in China (atleast 10%); (2) had foreign subsidiaries located in China (at
least 10% ownership); (3) were involved in foreign directinvestment projects in China; (4) were involved
inmergersand acquisitionsin China; or (5) filed a patentin China.*°? The frame does not contain
businesses that may have previously provided orattempted to provide products orservicesin Chinabut
are not currently active in China based on the above criteria. Finding these latter businesses would not
be possible without an economy-wide survey which would be more resource and time intensive.

Holding companies and government entities (otherthan universities) were excluded from the sampling
frame unless the holding company was found to have operationsinthe U.S. and China. Subsidiary
companieswere excluded whenits parent company was U.S. owned and already in the population.

402 The Commission used 10 percent as the threshold for criteria 1 and 2 based on the threshold the U.S. Bureau of
Economic Analysis (BEA) uses for its surveys of U.S. Direct Investment Abroad. BEA, “A Guide to BEA’s Direct
Investment Surveys.” Accessed March 10, 2022.
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The Commission used stratified random sampling to select companies fromthe samplingframe. Inthe
stratified sampling process, the frame is first divided into distinct strata (subpopulations), and then
companiesare independently selected from each stratum. By constructing stratathat containrelatively
homogeneous (similar) companies, stratified sampling can produce statistical estimates with lower
standard errors than simple random sampling, in which all companies on the list have the same
probability of being selected. Companiesinthisinvestigation were stratified through acombination of
industry, size, and whether the business has operationsin Chinaorhasonlyfiled apatentin China.

The stratification plan was based on three sets of expectations. First, censorshipis likely to impact
businesses inservice industries more than manufacturing, agriculture, or mining, so the populationis
stratified by industry group (Services only, Manufacturing only, or Services and manufacturing) using
primary and secondary North American Classification System (NAICS) codes obtained through BvD. 4°3
Second, businesses with operationsin China are expected to respond differentlythan businesses that
have filed patents only in China. Third, small and medium-sized enterprises (SMEs) are expected to
experience censorship-related measures differently than large businesses.

Table F.1 presentsthe size cut-off criteria used to stratify into SMEs and large businesses by industry
group. These same criteriawere used foranalyses by size in chapter 2.

Table F.4 Size cutoff criteriaforsize-based stratum by industry group, by number of employees and
revenue in billions of dollars
Prefatorytext: SME =small and medium-sized enterprise.

Industry group SME Large

Services only <= S$1 billionin revenue > S1billioninrevenue
Manufacturingonly <= 500 employees > 500 employees
Services and manufacturing <= S$1 billionin revenue > S1billioninrevenue

Source: Gartner, “Small and Midsize Business (SMB),” accessed February 24, 2022.

Note: The U.S. Small Business Administration uses North American Industry Classification System (NAICS) codes to determine whether touse
dollars or number of employees for size cutoffs. In general, manufacturing NAICScodes (31-33) use number of employees for size
classifications while other NAICS codes use dollars. USITC used these standards to determine the metricfor cutoffs for industry groups.

A poweranalysis was conducted to determinethe minimum samplesize needed perstratuminorderto
produce statistically valid results with a 90 percent two-sided confidence interval (Cl), based on the size
cutoff criterialisted intable F.1.4%* Asample of 3,787 businesses based on our minimum sample size
calculation perstratum was selected asshownintable F.2. Large businesses, regardless of theirindustry
or activity in China, were sampled with certainty. SMEs with only patentsin China were sampled at the
lowestrate since they are less likely to have operationsin Chinaand consequently are more likely to
face censorship.

403 Both primary and secondary 6-digitnational industry NAICS codes were provided and 2-digitsector NAICS codes
derived. Companies with only primary and secondary 2-digit sector manufacturing NAICS codes (31, 32, or 33)
were allocated to the “Manufacturingonly” industry group. Companies with only primaryand secondary 2-digit
nonmanufacturing NAICS codes (all codes except 31,32, and 33) were allocated to the “Services only” industry
group. Companies with primaryandsecondary 2-digitsector NAICS codes that are both designated manufacturing
and nonmanufacturing were allocated to the “Services and manufacturing” (i.e., “Both”) industry group.

404 The 90 percent Clinthe sampledesign allows for oversamplingin order to mitigate any issues potentially
including out-of-scopecompanies in the frame. In the analysis,a 95 percent two-sided Cl was used.
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Table F.5 Sample selection rates per population stratum, by business size, types of activity, and industry

SME = small and medium-sized enterprise.

Population Sample size

(number of (number of Sampling rate
Size, Activity, Industry companies) companies) (%)
SME, Operations, Services only 412 389 94.4
SME, Operations, Manufacturingonly 148 102 68.9
SME, Operations, Services and manufacturing 265 226 85.3
Large, Operations, Services only 230 230 100.0
Large, Operations, Manufacturingonly 240 240 100.0
Large, Operations, Services and manufacturing 211 211 100.0
SME, Patents only, Services only 1,725 942 54.6
SME, Patents only, Manufacturingonly 654 377 57.6
SME, Patents only, Services and manufacturing 1,195 580 48.5
Large, Patents only, Services only 137 137 100.0
Large, Patents only, Manufacturingonly 260 260 100.0
Large, Patent only, Services and manufacturing 93 93 100.0
Total 5,570 3,787 68.0

Source: USITC calculations.

Response Rates

Based on the Commission’s authority undersection 332(g) of the Tariff Act of 1930 (19 U.S.C. 1333(a)),
all companiesthatreceived aquestionnairewere legally required to completeit. The companies
includedinthe sample received aninitial mailing notifying them of the forthcoming questionnaire, a
letter containinginstructions for completing it within 30days, and two follow-up mailings reminding
them to complete the questionnaire. The Commission also conducted extensive outreach viaemail to all
sampled companiestoaccommodate increased teleworking practices during the COVID-19 pandemic.
The latter helped boostthe response ratesto a level notseen previously at the Commission.

The survey had an overall responserate of 73.1 percent. These responsesinclude companies that were
not active in China, nolongerinbusiness, still in product development phase, or were otherwise exempt
from the survey. Table F.3 presents sample sizes and response rates by the sampling frame’s strata. Of
the 3,787 questionnaires mailed to companiesinthe samplingframe, 2,767 responses were received
whichincluded 1,183 companies notactive in China, nolongerin business, orstill in the product
development phase. Afterall adjustments, there were 1,584 businesses active or recently active in China

that provided complete and timely responses.
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Table F.6 Response rates per population stratum, by business size, types of activity, and industry
SME = small and medium-sized enterprise.

Sample size Responses

(number of (number of
Size, Activity, Industry companies) companies) Response rate (%)
SME, Operations, Services only 389 254 83.4
SME, Operations, Manufacturingonly 102 75 76.2
SME, Operations, Services and manufacturing 227 173 80.4
Large, Operations, Services only 230 181 73.5
Large, Operations, Manufacturingonly 240 193 78.7
Large, Operations, Services and manufacturing 211 176 65.3
SME, Patents only, Services only 941 642 88.2
SME, Patents only, Manufacturingonly 377 276 69.0
SME, Patents only, Services and manufacturing 580 400 78.5
Large, Patents only, Services only 137 110 73.0
Large, Patents only, Manufacturingonly 260 205 80.3
Large, Patent only, Services and manufacturing 93 82 68.2
Total 3,787 2,767 73.1

Source: USITC calculations.
Note: Responsesincludes businesses active in China, businesses not active in China,and any exemptions.

Weighting and Analysis of Responses

Once the Commissionreceived completed questionnaires, it reviewed them to ensure that respondents
had properly reported all data. In cases where data were missing orappeared inconsistent, the
Commission contacted the respondents to obtain corrected data.

Afterall the data were collected and reviewed, the Commission combined the responses from individual
companiesto produce statistically valid estimates of the effects of censorship-related measures. As
noted above, the samplingrate differed by stratum, and so did the response rates. As a result, the
Commission weighted the responses of companiesin different stratato produce estimates that would
representthe entire population.

The weighting methodology forthe foreign censorship survey responses consists of asample selection
weightanda nonresponse adjustment factor. The sample selection weight accounts for companies that
were notsampled. Foreach stratum, g, in our frame, the sample selection weights are calculated as
follows.

Total numberof businessesinstratumg

Sample weights = - -
Totalnumberof sampled businesses in stratum g

Strata with the lowest sampling rates received the highest sample selection weights since each sampled
companyinthese strata represented more companiesin the population than sampled companiesin
otherstrata. Sample weights are then multiplied by anonresponse adjustment factorto determinefinal
weights. The nonresponse adjustment factor accounts for companies that did not respond to the survey
whichis computed as follows.

Totalnumber of sampledbusinesses in stratumg

Nonresponse adjustment factor= - - -
Totalnumber of responding businesses in stratumg
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Responding businessesincludes businesses that are active in China, businesses that notactive in China,
and exemptions.

Final weights =Sample weights x Nonresponse adjustment factor

These final weights willbe applied to all responses, including those of exempt companies (table F.4).

Table F.7 Average final weights per population stratum, by business size and industry
SME = small and medium-sized enterprise.

Valid responses

(number of Average final
Size and Industry companies) weights
SME, Services only 328 2.21
SME, Manufacturingonly 198 2.27
SME, Services and manufacturing 300 2.40
Large, Services only 209 1.26
Large, Manufacturingonly 334 1.26
Large, Services and manufacturing 215 1.18
Total 1,584 1.79

Source: USITC calculations.

Grouping Product and Services Categories

The Commission questionnaire covered products and services that were fairly disaggregated,
particularly formediaand digital services. Reporting at the level of disaggregation that the datawere
collected would reducethe amount of information that could be reported because of the obligation to
avoid disclosure of confidential business information. Hence, the Commission grouped product and
service categoriesintwo broader product groups foranalysis. Table F.5shows the products and services
inquestion 1.3 that were grouped foranalysis.*%

405 See appendix E for a copy of the Commission’s questionnaire.
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Table F.8 Grouping of questionnaire product and service categories, by product and service grouping

used foranalysis.

Analysis product/service

grouping

Questionnaire product and services

Media anddigital services
Media anddigital services
Media anddigital services
Media anddigital services
Media anddigital services
Media anddigital services
Media anddigital services

Media anddigital services
Media anddigital services

Media anddigital services

All others
All others
All others
All others

Communications services

Filmand Television (TV)

Music development and/or distribution, licensing, radio broadcasting

Video game development and/or distribution

Information content development and/or distribution,and educationalservices
Search engines

Social media, platforms for user-generated content (includingreviews),and
networking platforms

E-commerce shoppingplatforms for goods and services

Individual company’s online store or web application for selling goods or services,
including, for example, provision of electronic payment services

Cloud storage, computing services, and software

All other services

Information, Communications,and Technology (ICT) products (physical goods)
All other manufactured goods

Agricultural products

Source: USITC, Foreign Censorship Survey, 2021, question 1.3.

Grouping Censorship Acts, Policies, and Practices and Censorship-
Enabling Acts, Policies, and Practices

The Commission questionnaire covered censorship acts, policies, and practices, and censorship-enabling
acts, policies, and practices that were fairly specific. To generalize the issues for simplicity of analysis
and avoid confidential data disclosure issues, the Commission grouped each censorship policy or
practice into broadergroups based on the characteristics of the policies (table F.6and table F.7).

Table F.9 Grouping of direct censorship categories by acts, policies, and practices

Categories for analysis

Questionnaire acts, policies, and practices

Internet shutdowns
Internet shutdowns
Blockingor filteringand
targeted denial
Blockingor filteringand
targeted denial
Blockingor filteringand
targeted denial

Harms or threats

Harms or threats

Restrictions onor

requirements to modify
content

Short-term internet shutdowns (lasting 48 hours or less)

Long-term internet shutdowns (lastinglonger than 48 hours)

Blocking or filtering of one or more of your digital products/services based on the
content or as reprisal for speech-related activities

Targeted denial of market access of one or more of your digital products/services
based on speech related activities

Targeted throttling or slowing of access to your digital products and services

Harm or threats of criminal or civil harm, exitbans, or other forms of reprisal against
your organization’s employees based on speech-related activities

Harm or threats of criminal or civil harm, government-initiated boycotts, or other
forms of reprisalagainstyour organization, brand, or products based on speech-
related activities

Restrictions on or requirements to modify the content of any of your organization’s
products, services, or public-facing materials on the grounds thatitis objectionable for
anyreason

Source: USITC, Foreign Censorship Survey, 2021, question 2.1a.
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Table F.10 Grouping of censorship-enabling categories by acts, policies, and practices

Categories for analysis

Questionnaire acts, policies, and practices

Data localization measures and
local presencerequirements

Data localization measures and
local presencerequirements

Foreign ownership restrictions and
licensingrestrictions

Foreign ownership restrictions and
licensingrestrictions

Requirement to only use state-
approved virtual private networks
All other

All other

All other

Data localization measures requiringin-country storage of data (either a
copy of the data or solelocation) thathave affected the pursuitof business
activities related to speech

Local presence requirements, which may includea physicallocation or local
employees, that have affected the pursuitof business activities related to
speech

Foreign ownership restrictions thathave affected the pursuitofbusiness
activities related to speech

Licensingrestrictions that haveaffected the pursuitof business activities
related to speech

A requirement to only use state-approved virtual private networks that have
affected the pursuitof business activities related to speech

Overly broad, opaque, or unreasonably burdensomeintermediary liability
rules related to the monitoringand/or take down of user-generated content
on your services

Requirements to turn over personal information of customers or users that
have affected the pursuitof business activities related to speech
Requirements to publicly apologize for statements made by the business or
by employees for speech-related activity in order to continue the pursuitof
business activitiesin China

Source: USITC, Foreign Censorship Survey, 2021, question 2.2b.

Economic Impact of Chinese Censorship-Related Measures

Section 4 of the questionnaire asked respondents to estimate the economicimpact of censorship-
related measuresin China. Businesses noted that quantifying theseimpactsis difficult foravariety of
reasonsincluding being unable todirectly relate increased costs or revenue losses to Chinese censorship
rather than some other barrierto trade (e.g., marketaccess) and not having the resources to analyze
the impact of censorship onits business. Despite these limitations, most of the economicimpact
estimatesin section 4of the questionnaire came frominternal business estimates.*%

406 USITC, Foreign Censorship Survey, 2021, questionnairenarrativeresponses to questions 4.13 and 4.14.
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This appendix provides additional results from the Commission’s survey for U.S. media and digital
service providersin Chinato be comprehensivein presenting data collected from the survey without
disclosing any confidential business information. These results are intended to provide further
information and disaggregation than the estimates provided in chapter 2. Furthermore, these results are
still subjectto the considerations, challenges, and limitations described at the beginning of chapter 2.

Table G.1 Shares of censored U.S. mediaand digital service providersin China negatively impacted by

Chinese censorship-related measures with specificeffects from those measures
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Various effects Share + MOE
Unsuccessful in, or stopped, providing products/services dueto censorship-related 29.2+135
acts, policies,and practices

Reduced provision of products/services dueto censorship-related acts, policies, and 549 +14.7
practices

Other negative impact(s) due to censorship-related acts, policies, and practices 28.4+13.4

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.1a,2.2a, 243, and 2.7.

Note: “Censored” includes U.S. media and digital service providers that experienced at least one censorship-related measure in China. These
results only apply to censored U.S. media and digital service providers that were negativelyimpacted by those measures. See section titled
“Effects of Censorship-Related Measures” in chapter 2 for additional context.

Table G.2 Shares of all U.S. mediaand digital service providers in Chinawith specific effects of Chinese
censorship-related measures
Shares inpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Various effects Share + MOE
Unsuccessful in, or stopped, providing products/services dueto censorship-related 35+£20
acts, policies, and practices

Reduced provision of products/services dueto censorship-related acts, policies, and 6.6+25
practices

Other negative impact(s) due to censorship-related acts, policies, and practices 34+1.7

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.1a,2.2a, and 2.7.
Note: Theseresults apply toall U.S. media and digital service providersin China, those that have experienced censorship-related measures and
those that have not. See sectiontitled “Effects of Censorship-Related Measures” in chapter 2 for additional context.

Table G.3 Shares of censored U.S. mediaand digital service providersin Chinathatexperienced any
effects of Chinese censorship-related measures, by business size
Share in percentages; margin of error (MOE) in percentage points (ppts); SME = smalland medium-sized enterprise.

Business size Share + MOE
Large 66.3+11.8
SME 734+17.1
All 66.6 +10.1

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5, 2.1a, 2.2a,and 2.8.
Note: “Censored” includes U.S. media and digital service providers that experienced at least one censorship-related measure in China. See
table 2.2 for additional context.
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Table G.4 Shares of censored U.S. mediaand digital service providersin Chinathat have undertaken

various steps due to Chinese censorship-related measures
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); d.s. =data
suppressed for confidentiality purposes.

Effects on U.S. businesses resulting from Chinese Large (share * SME (share * All (share £
censorship-related measures MOE) MOE) MOE)
Modify its intended services or content offered in China 42.0+11.5 36.8+19.5 40.4 £10.2
Reduced uniformity of products and services across 348+119 38.0+21.6 359+10.8
international markets

Costs of doing business in China haveincreased because 348+11.9 38.0+21.6 354+9.3

of the costs associated with complying with censorship-
related acts, policies,and practices

Only provides/sellsa subsetofits full suite of products 32.0+9.7 40.8+22.3 40.4 £10.2
andservicesinChina
Modified its products and services, or changed its 27.1+11.1 13.2+14.4 22.6+9.3

behavior, after learningaboutactions by the Chinese

Government towards another company because of their

speech-related activities

Reduced its efforts to do business in China because of 17.8 +8.7 26.0+19.5 20.4+8.8
the costs associated with complying with censorship-

related acts, policies,and practices

Reduced its efforts to do business in China because of 16.6 9.0 16.7+15.4 16.7 £8.2
the uncertainty inthe business environmentresulting

from censorship-related acts, policies, and practices

Required to limitor deny access toits products and 14.1+75 19.5+16.3 159+75
services for certain users
Ceased doingbusiness in China, atleastpartly because 6.8+5.9 ds. 77+6.1

of the Government’s censorship-related acts, policies,

and practices

Changes to products applied to other markets to 76159 ds. 6.2+45
maintain uniformity or becauseitis impracticaltoadapt

products for different markets

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.1a,2.23a, and 2.8.
Note: “Censored” includes U.S. media and digital service providers that experienced at least one censorship-related measure in China. See
table 2.2 for additional context.

Table G.5 Shares of U.S. mediaand digital service providers that experienced censorship-related

measuresin Chinathatself-censored to provide products and servicesin China, by business size
Sharesinpercentages; margin of error (MOE) for 95 percent confidence | evel in percentage points (ppts); SME =smalland
medium-sized enterprise.

Business size Share + MOE
Large 149+5.0
SME 36130
All 9.5+3.0

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5, 2.1a, 2.2a,and 2.10.
Note: Theseresults apply toU.S. media and digital service providers that experienced atleast one censorship-related measurein China. See
sectiontitled “Self-Censorship” in chapter 2 for additional context.
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Table G.6 Shares of U.S. mediaand digital service providers that experienced censorship-related

measuresin Chinathatself-censored, by location
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Location Share + MOE
Speech in China 38.3+10.7
Speech outside of China 15.0+7.6

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.1a,2.2a, and 2.10.
Note: Theseresults apply to U.S. media and digital service providers that experienced atleastone censorship-related measurein China.

Table G.7 Shares of U.S. mediaand digital service providers that experienced censorship-related
measuresin Chinaforwhom self-censorship impacted the design or functionality of any products or

servicestheirbusiness provided outside of China
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Location Share + MOE

Outsideof China 128+7.9

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3, 2.1a, 2.2a, and 2.10.
Note: Theseresults apply toU.S. media and digital service providers that experienced atleastone censorship-related measure in China.

Table G.8 Shares of censored U.S. mediaand digital service providersin Chinathat moderated activity
on social media
Shares inpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Location Share + MOE
Social media posts by official company accounts 11.2+6.4
Social media posts by company employees 6.1+5.1

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.1a,2.2a, and 2.12.
Note: “Censored” includes U.S. media and digital service providers that experienced at least one censorship-related measure in China. See
sectiontitled “Self-Censorship”in chapter 2 for additional context.

Table G.9 Shares of censored U.S. mediaand digital service providers in Chinathat experienced
negative or mixed impacton their products and services provided outside of China
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Impact Share + MOE
Negative or mixed impact 12.7+7.8
No impact 873+7.8

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.1a,2.2a, and 2.11.
Note: “Censored” includes U.S. media and digital service providers that experienced at least one censorship-related measure in China. See
sectiontitled “Extraterritorial Effects” in chapter 2 for additional context.

Table G.10 Shares of censored U.S. mediaand digital service providers in Chinaforwhom Chinese
censorship-related measures has directly impacted products or services provided outside of China, by
location

Shares inpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Location Share + MOE
United States 74+6.4
Other markets 9.2+6.7

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3and 2.11.

Note: U.S. businesses experiencing Chinese censorship-related measures may experience direct impact on their products and services provided
in the United States and other markets, soshares willnotaddto 100 percent. “Censored” includes U.S. media and digital service providers that
experiencedatleastone censorship-related measurein China. Further, these estimates are based on businesses thatfaced impactsas
indicatedin question 2.11, asa share of censored U.S. media and digital service providers.
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Table G.11 Shares of censored U.S. mediaand digital service providersin Chinathatare concerned
Chinese censorship-related measures will have a negative impact on their ability to provide products

and servicesin China, by business size
Sharesinpercentages; margin of error (MOE) in percentage points (ppts); SME = small and medium-sized enterprise.

Concerned (share * Not concerned
Business size MOE) (share + MOE)
Large 68.2 +11.5 31.8+115
SME 81.1+17.3 18.9+17.3
All 72.3+£10.0 27.7 £10.0

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5, 2.1a, 2.2a,and 3.1.
Note: “Censored” includes U.S. media and digital service providers that experienced at least one censorship-related measure in China. See
sectiontitled “Perceived Impacts on Products and Services and Business Operations” in chapter 2 for additional context.

Table G.12 Shares of censored U.S. mediaand digital service providersin Chinathatare concerned
Chinese censorship-related measures will have a negative impact on theiroperationsin China, by
businesssize

Shares inpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); SME =smalland
medium-sized enterprise.

Concerned (share * Not concerned
Business size MOE) (share + MOE)
Large 753+11.4 24.7+11.4
SME 76.8+194 23.2+194
All 75.8 £9.7 242 £9.7

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5, 2.1a, 2.2a,and 3.2.
Note: “Censored” includes U.S. media and digital service providers that experienced at least one censorship-related measure in China. See
sectiontitled “Perceived Impacts on Products and Services and Business Operations” in chapter 2 for additional context.

Table G.13 Shares of censored U.S. mediaand digital service providers for which Chinese censorship-
related measures has become more challenging, by business size

Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); SME = smalland
medium-sized enterprise.

Business size Share + MOE
Large 743 +£12.2
SME 66.2 +20.4
All 72.0+£10.5

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5, 2.1a, 2.23,and 3.3a.
Note: “Censored” includes U.S. media and digital service providers that experienced at least one censorship-related measure in China. See
sectiontitled “Perceived Change in Censorship” in chapter 2 for additional context.

Table G.14 Shares of censored U.S. mediaand digital service providers active in Chinaand perceived
concern that Chinese censorship-related measures would have a negativeimpact on theirability to

provide productsand services, by market
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); d.s. =data
suppressedfor confidentiality.

Market Concerned (share £+ MOE) Not concerned (share + MOE)
China 72.3+10.0 27.7 £10.0
United States 11.1+7.7 88977
Other markets 17.0+6.6 83.0+6.6

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3, 2.1a, 2.23, and 3.1.
Note: “Censored” includes U.S. media and digital service providers that experienced at least one censorship-related measure in China. See
sectiontitled “Perceived Impacts on Products and Services and Business Operations” in chapter 2 for additional context.
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Table G.15 Shares of censored U.S. mediaand digital service providers active in Chinaand perceived
concernthat Chinese censorship-related measures would have anegativeimpact ontheir ability to

provide products and servicesin China, by business size
Sharesinpercentages; margin of error (MOE) in percentage points (ppts); SME = small and medium-sized enterprise.

Moderately
Very concerned concerned (share Not concerned
Business size (share * MOE) + MOE) (share * MOE)
Large 12.1+8.6 56.2+12.4 31.8+11.5
SME 73173 73.9+18.3 189+17.3
All 10.5+6.7 61.8 +£10.7 27.7 £10.0

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3, 1.5, 2.13,2.2a, and 3.1.
Note: “Censored” includes U.S. media and digital service providers that experienced at least one censorship-related measure in China. See
sectiontitled “Perceived Impacts on Products and Services and Business Operations” in chapter 2 for additional context.

Table G.16 Shares of censored U.S. mediaand digital service providers active in Chinaand perceived
concernthat Chinese censorship-related measures would have a negativeimpacton their operations,
by market

Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); d.s. =data
suppressed for confidentiality.

Concerned (share % Not concerned
Market MOE) (share + MOE)
China 75.8£9.7 242 £9.7
United States 82163 91.8+6.3
Other markets 11.8+6.5 88.2 £6.5

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3, 2.1a, 2.2a, and 3.2.
Note: “Censored” includes U.S.media and digital service providers that experienced at least one censorship-related measure in China. See
sectiontitled “Perceived Impacts on Products and Services and Business Operations” in chapter 2 for additional context.

Table G.17 Shares of censored U.S. mediaand digital service providers active in Chinaand perceived
concernthat Chinese censorship-related measures would have a have a negative impact on their
operations, by business size

Sharesinpercentages; marginof error (MOE) for 95 percent confidence | evel in percentage points (ppts); SME =smalland
medium-sized enterprise; d.s. = data suppressed for confidentiality.

Moderately
Very concerned concerned (share Not concerned
Business size (share * MOE) + MOE) (share + MOE)
Large 16.6 +10.1 58.8+11.4 247 +11.4
SME ds. ds. 23.2+194
All 14.8+7.5 61.0+10.5 242 +9.7

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3, 1.5, 2.13,2.2a, and 3.2.
Note: “Censored” includes U.S. media and digital service providers that experienced at least one censorship-related measure in China. See
sectiontitled “Perceived Impacts on Products and Services and Business Operations” in chapter 2 for additional context.
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Table G.18 Shares of censored U.S. mediaand digital service providersin Chinaand perceived challenge

of censorship-related measuresin Chinainthe pastfew years, by businesssize
Sharesinpercentages; marginof error (MOE) for 95 percent confidence level in percentage points (ppts); SME =smalland
medium-sized enterprise.

No noticeable
More challenging  difference (share

Business size (share * MOE) MOE)
Large 743 +12.2 25.7£12.2
SME 66.2 £20.4 33.8+20.4
All 72.0+10.5 28.0+10.5

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3, 1.5, 2.1a,2.2a, and 3.3.
Note: “Censored” includes U.S. media and digital service providers that experienced at least one censorship-related measure in China. See
sectiontitled “Perceived Change in Censorship”in chapter 2 for additional context.

Table G.19 Shares of censored U.S. mediaand digital service providersin China’s perceived differences
inlevels of requirements and enforcement of policies related to censoring content by the government

of Chinacomparedto Chinese-owned companies, by business size

Sharesinpercentages; marginof error (MOE) for 95 percent confidence I evel in percentage points (ppts); SME =smalland
medium-sized enterprise; d.s. = data suppressed for confidentiality.

Lower levels Same levels Higher levels
Business size (share * MOE) (share * MOE) (share * MOE)
Large 15.7 £10.0 33.5+£10.6 50.8+12.3
SME ds. ds. 56.3+39.6
All 13.5+7.3 34.1+134 523+14.2

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3, 1.5, 2.1a,2.2a, and 3.4.
Note: “Censored” includes U.S. media and digital service providers that experienced at least one censorship-related measure in China. See
sectiontitled “Comparison to Chinese-Owned Businesses” inchapter 2 for additional context.

Table G.20 Shares of censored U.S. mediaand digital service providers in Chinathat complied with
censorship-related measures’ impact of policies onits brand perceived by customers, by business size
Shares inpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); SME =smalland
medium-sized enterprise.

Mixed or

Negative impact No impact (share  positive impact

Business size (share + MOE) + MOE) (share + MOE)
Large 25.4+16.2 55.6 £18.8 19.1+12.7
SME ds. ds. ds.
All 20.3+12.9 64.5+15.3 15.2 +10.2

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3, 1.5, 2.1a,2.2a, and 3.5.
Note: “Censored” includes U.S. media and digital service providers that experienced at least one censorship-related measure in China. See
sectiontitled “Impact onBrand Perception in the United States” in chapter 2 for additional context.

Table G.21 Shares of censored U.S. mediaand digital service providers in Chinathat were economically

impacted by Chinese censorship-related measures

Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); SME =smalland
medium-sized enterprise.

Business size Share + MOE
Large 409 +11.2
SME 43.7£19.0
All 41.8+9.6

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3, 1.5, 2.13,2.2a, and 4.1.
Note: “Censored” includes U.S. media and digital service providers that experienced at least one censorship-related measure in China. See
sectiontitled “Prevalence of Economic Impacts” in chapter 2 for additional context.
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Table G.22 Shares of all U.S. mediaand digital service providersin Chinathat operate in otherkey
markets, and those that operate inthat key market which experience censorship, by key market and

businesssize
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); d.s.=data
suppressedfor confidentiality; SME = small and medium-sized enterprise; * indicates a low precision estimate.

Operate in key market  Experience censorship in

Business size Market (share + MOE) key market (share + MOE)
Large Russia 67.5%6.7 11.7+54
SME Russia 50.3+8.7 3.1%+34
All Russia 59.1+54 8.2+3.6
Large Turkey 69.8 6.5 9.6+4.8
SME Turkey 65.3+84 ds.
All Turkey 67.6+5.3 51+24
Large Vietnam 70.6 £6.6 6.3%3.6
SME Vietnam 55.3+8.9 d.s.
All Vietnam 63.2+55 37+21
Large India 86.9+5.0 56+3.1
SME India 716 +8.1 ds.
All India 795148 35+19
Large Indonesia 70.516.6 58+34
SME Indonesia 56.1£8.9 d.s.
All Indonesia 63.6 £5.5 33120
Large Any key market other than China 85.8+5.2 10.0+4.2
SME Any key market other than China 77575 21120
All Any key market other than China 81.8+4.4 6.2+24

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5,and 5.1.

Note: Businesses maybe operating in multiple markets. The Commission recognizes these data were collected inthe fall of 2021, priorto
Russia’sinvasionof Ukraine. Thus, the share of businesses that experienced censorship-related measuresinRussia atthe time these data were
collectedwould likelybe much smaller than the share at present. These results are only applicable to U.S. media and digital service providers
that are commercially active in China and cover providers thathave and have not experienced censorship-related measures there. The fourth
column shows the share of U.S. media and digital service providers that are active in China and alsoactive in the key markets inthe second
column and have experienced censorship-related measures inthat key market. These results should notbe appliedto any U.S. businesses that
are operating in thatkey market but not operating in China. Furthermore, the results for each country coverdifferent sets of companies and
are not representative of U.S. businesses’ experiences with censorship in any one market, therefore shares cannotbe comparedacross
countries.
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Table G.23 Shares of censored U.S. mediaand digital service providersin Chinathat operate in other
key markets, and those that operate in that key market which experience censorship, by key market

and businesssize

Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); d.s. =data
suppressedfor confidentiality; SME = small and medium-sized enterprise.

Operate in key market

Experience censorship in

Business size Market (share + MOE) key market (share + MOE)
Large Russia 74.1+11.3 36.4+14.2
SME Russia 509 +234 d.s.
All Russia 66.4 £10.8 305+12.1
Large Turkey 729+11.8 24.7 £10.8
SME Turkey 80.9+16.3 ds.
All Turkey 75.5+£9.6 16.0+7.3
Large Vietnam 77.0+11.0 19.6 £10.6
SME Vietnam 73.1+£215 d.s.
All Vietnam 75.7 £9.9 13473
Large India 96.0+4.4 17.1+8.8
SME India 89.7+94 d.s.
All India 939+4.7 13.1+6.6
Large Indonesia 749 +£11.2 184 +9.7
SME Indonesia 65.2+11.2 d.s.
All Indonesia 71.8+9.9 13.2+7.2
Large Any key market other than China 89.6+7.9 28.4+109
SME Any key market other than China 90.7£13.3 9.7+10.3
All Any key market other than China 90.0+6.7 22.4+8.3

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5,and 5.1.
Note: Businesses maybe operating in multiple markets. The Commission recognizes these data were collected inthe fall of 2021, priorto
Russia’sinvasionof Ukraine. Thus, the share of businesses that experienced censorship-related measuresinRussia atthe time these data were
collectedwould likelybe much smaller than the shareatpresent. “Censored” includes U.S. media and digital service providers that
experiencedatleastone censorship-related measurein China. Theseresults are only applicable toU.S. media and digital service providers that
are commercially active in China and have experienced at least one censorship-related measure there. The fourth column shows the share of
U.S. media anddigital service providers that are active in China and alsoactive in the keymarketsin the second columnandhave experienced
censorship-related measures in both key markets. These results should not be applied toany U.S. businesses that are operating inthat key
market butnot operating in China. Furthermore, the results for each country coverdifferent sets of companies and are not representative of
U.S. businesses’ experiences with censorship inanyone market, therefore shares cannotbe comparedacross countries.
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Table G.24 Shares of all U.S. mediaand digital service providers in Chinathat operate in other markets,

and those that operate in other markets which experience censorship in that market, by market
Sharesinpercentages; marginof error (MOE) for 95 percent confidence level in percentage points (ppts). CIS = Commonwealth
of Independent States.

Operate in market Experience censorship in
Market Region (share * MOE) market (share + MOE)
Egypt Africa 50.0+£5.5 6.4+3.1
Nigeria Africa 419+55 50+3.0
Saudi Arabia Africa 59.8+5.5 8.5+3.3
Other Africa Africa 71.2+5.2 79+3.2
India Asia 79.5+4.8 35+19
Indonesia Asia 63.6 +5.5 33120
Pakistan Asia 440+5.5 6.4+33
Vietnam Asia 63.21+54 3.7+21
Other Asia Asia 81.4+45 6.0+2.7
Russia CIS 59.1+54 8.2+36
Other CIS CIS 51.7+5.5 41+25
European Union (27) Europe 83.6+4.2 2016
France Europe 82.1+44 2116
Germany Europe 833143 18+15
Turkey Europe 67.6 +5.3 51126
United Kingdom Europe 86.7+4.0 15114
Other Europe Europe 853+4.1 23+1.7
Brazil Americas 715+5.2 2115
Venezuela Americas 38554 38128
Other Americas Americas 824144 18+1.3
All other Other 729 5.1 1.7+1.4

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 5.1.

Note: Businesses maybe operating in multiple markets. The Commission recognizes these data were collected inthe fall of 2021, priorto
Russia’sinvasionof Ukraine. Thus, the share of businesses that experienced censorship-related measuresinRussia atthe time these data were
collectedwould likelybe much smaller than the share at present. These results are only applicable to U.S. media and digital service providers
that are commercially active in China and cover providers thathave and have not experienced censorship-related measures there. The fourth
column shows the share of U.S. media and digital service providers that are activein China and alsoactive in the markets in the first column
and have experienced censorship-related measures in that market. These results should notbe appliedto any U.S. businesses that are
operatinginthat marketbutnot operating in China. Furthermore, the results for each country cover different sets of companiesand are not
representative of U.S. businesses’ experiences with censorshipin any one market, therefore shares cannot be comparedacross countries.
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Appendix H: Survey Results for U.S. Businesses Otherthan Media and Digital Service Providers

This appendix provides results fromthe Commission’s survey forall U.S. businesses other than media
and digital service providers. Inaddition to transparency, theseresults are intended to provide contrast
to those inchapter2 and appendix G, asthese types of businesses were not the focus of analysisinthe
main text of the report. These results are still subject to the considerations, challenges, and limitations
described atthe beginning of chapter 2.

Table H.1 Products and services offered by U.S. businesses otherthan mediaand digital service

providersin China
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Product or service category Share + MOE
All other services 23622
Information, Communications,and Technology (ICT) products (physical goods) 10.8+1.8
All other manufactured goods 75524
Agricultural products 29109

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestion 1.3.

Note: Theseresults only apply to U.S. businesses operating in China that do not provide any media ordigital products and services among their
offerings in the market. Furthermore, the results cover both businesses that have and have not experienced censorship-related measuresin
China.

Table H.2 Frequency of products and services offered by U.S. businesses otherthan mediaand digital

service providersin China
Shares inpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Number of product and services offered Share + MOE
1 88.5+1.8
2 10.2+1.7
3 or more 1.3+0.6

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestion 1.3.

Note: Theseresults only apply to U.S. businesses operating in China that do not provide any media ordigital products and services among their
offerings in the market. Furthermore, the results coverboth businesses that have and have not experienced censorship-related measuresin
China.

Table H.3 Shares of U.S. businesses otherthan mediaand digital service providersin China, by business
size

Sharesinpercentages; marginof error (MOE) for 95 percent confidence I evel in percentage points (ppts); SME =smalland
medium-sized enterprise.

Business size Share + MOE
Large 349121
SME 64.1+2.1

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 1.5.

Note: Theseresults only apply to U.S. businesses operating in China that do not provide any media ordigital products and services among their
offerings in the market. Furthermore, the results cover both businesses that have and have not experienced censorship-related measuresin
China.
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Table H.4 Shares of U.S. businesses otherthan mediaand digital service providersin Chinathat

experienced any direct censorship or censorship-enabling measures, by business size
Sharesinpercentages; margin of error (MOE) for 95 percent confidence I evel in percentage points (ppts); SME =smalland
medium-sized enterprise.

Large (share * SME (share * All (share *
Type of censorship-related measures MOE) MOE) MOE)
Direct censorship 76122 72+21 73+15
Censorship-enabling 3616 27+1.2 30+£1.0
Either direct censorship or censorship-enabling 99+25 89+23 9.2+1.7

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.1a,and 2.2a.
Note: Theseresults only apply to U.S. businesses operating in China that do not provide any media ordigital products and services among their
offerings in the market.

Table H.5 Shares of U.S. businesses otherthan mediaand digital service providersin Chinathat

experienced direct censorship measures, by business size
Shares inpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); SME =smalland
medium-sized enterprise.

Large (share * SME (share All (share
Censorship acts, policies, and practices MOE) MOE) MOE)
Internet shutdowns 35+15 4015 38+1.1
Blockingor filtering or targeted denial and throttling 1.8+1.2 19+1.1 1.8+0.8
Harm or threats 0.3+05 04+05 0304
Restrictions on or requirements to modify content 16+1.0 1.2+0.9 19+0.8

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 2.1a.

Note: Internet shutdowns includes short-term and long-term shutdowns. Short-term internet shutdowns lastfor 48 hours orless while long-
term internet shutdowns last for longer than 48 hours. Blocking orfiltering or targeted denial and throttling refers to targeted denial of market
accessofthedigital products/services based onspeechrelated activities and targeted throttling or slowing of digital products and services.
Harms and threats refer to harmand threats of criminal or civil harm, exitbans, orother forms of reprisal againstthe organization’s
employees, brand, orproducts based on speech-related activities or government-initiated boycotts. These results only apply to U.S. businesses
operating in China that donot provide any media or digital products and services among their offerings inthe market.

Table H.6 Shares of U.S. businesses otherthan mediaand digital service providersin Chinathat

experienced censorship-enabling measures, by business size
Sharesinpercentages; marginof error (MOE) for 95 percent confidence I evel in percentage points (ppts); SME =smalland
medium-sized enterprise.

Large (share * SME (share * All (share
Censorship acts, policies, and practices MOE) MOE) MOE)
Data localization measures and local presence 14+1.1 1.7+1.0 1.6+0.7
requirements
Foreign ownershiprestrictions and licensing restrictions 12+1.0 09+0.6 1.0+£0.5
Requirement to only use state-approved virtual private 16+1.0 16+1.0 1.6+2.5
networks
All other 1.1+0.8 0.2+0.2 0.5+0.3

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 2.2a.

Notes: All other category includes intermediary liability rules, requirements to tum over personal information of customers or user,and
requirements to publiclyapologize for statements made bythe business or byemployees. These results only apply to U.S. businesses
operating in Chinathat donot provide any media or digital products and services among their offerings inthe market.
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Table H.7 Shares of censored U.S. businesses other than mediaand digital service providersin China

that were negatively impacted as a result of Chinese censorship-related measures, by business size
Sharesinpercentages; margin of error (MOE) for 95 percent confidence I evel in percentage points (ppts); SME =smalland
medium-sized enterprise.

Business size Share + MOE
Large 19.7£11.2
SME 143 +8.8
All 16.4+£7.2

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5, and 2.4.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experiencedatleast one censorship-related
measure in China. These results only apply to U.S. businesses operating in China that were negatively impacted by censorship-related
measuresinChinaand do not provide anymedia or digital products and services among their offerings in the market.

Table H.8 Shares of U.S. businesses otherthan mediaand digital service providersin Chinathat were

negativelyimpacted as aresult of Chinese censorship-related measures
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Impact Share + MOE
Negatively impacted 15+0.7
Not negatively impacted 98.5+0.7

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 2.4.

Note: Theseresults only apply to U.S. businesses operating in China that were negatively impacted by censorship-related measuresinChina
and do not provide any media or digital products and services among their offerings inthe market. Furthermore, the results cover both
businesses that have and have notexperienced censorship-related measuresin China.

Table H.9 Shares of censored U.S. businesses otherthan mediaand digital service providersin China

negativelyimpacted by Chinese censorship-related measures with specificeffects from those measures
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); * indicatesa low-
precision estimate.

Various effects Share + MOE
Unsuccessful in, or stopped, providing products/services dueto censorship-related

acts, policies,and practices 20.2+216*
Reduced provision of products/services dueto censorship-related acts, policies, and

practices 242 +274*
Other negative impact(s) due to censorship-related acts, policies, and practices 55.6 +31.6

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.4,and 2.7.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experiencedatleastone censorship-related
measure in China. These results only apply to U.S. businesses operating in China that were negatively impacted by censorship-related
measuresinChinaand do not provide anymedia or digital products and services among their offerings in the market.
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Table H.10 Shares of censored U.S. businesses otherthan media and digital service providersin China

that have undertaken specificsteps due to Chinese censorship-related measures
Sharesinpercentages; marginof error for 95 percent confidence | evel shown in percentage points; SME =small and medium-
sized enterprise.

Effects on U.S. businesses resulting from Chinese Large (share % SME (share * All (share £
censorship-related measures MOE) MOE) MOE)
Modify its intended services or content offered in China 14.8 £10.7 16.4+£9.9 158+7.4
Reduced uniformity of products and services across 48+5.1 10.8+8.1 8554
international markets

Costs of doing business in China haveincreased because 19.4+£11.7 13.5+8.8 158+7.1

of the costs associated with complying with censorship-
related acts, policies, and practices

Only provides/sellsa subsetofits full suite of products 18.2+11.5 216115 20383
andservicesinChina
Modified its products and services, or changed its 85+9.1 42+59 59+49

behavior, after learningaboutactions by the Chinese

Government towards another company because of their

speech-related activities

Reduced its efforts to do business in China because of 10.1+9.5 10.0+7.5 10.1+6.0
the costs associated with complying with censorship-

related acts, policies,and practices

Reduced its efforts to do business in China because of 13.5+10.7 9.8+8.3 11.2+6.4
the uncertainty inthe business environmentresulting

from censorship-related acts, policies, and practices

Required to limitor deny access toits products and 6.3+6.0 77+7.0 7.2+50
services for certain users
Ceased doingbusiness in China, atleastpartly because 6.9+8.5 19+3.7 3.8+4.0

of the Government’s censorship-related acts, policies,

and practices

Changes to products applied to other markets to 57+4.1 40+5.6 47+4.2
maintain uniformity or becauseitis impracticaltoadapt

products for different markets

Any effects 447 £13.6 414 +13.2 42.7 £10.0

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 2.8.

Note: U.S. businesses that ceased doing business only did it for certain lines of business. “Censored” includes U.S. businesses other than media
and digital service providers that experienced at least one censorship-related measurein China.These results only apply to U.S. businesses
operating inChina that donot provide any media or digital products and services among their offerings inthe market.
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Table H.11 Shares of censored U.S. businesses otherthan media and digital service providers that

experienced limitations from Chinese censorship-related measures impacting business operations
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Impact on Impact on global

operations only operations No impact on
in China (share including China operations (share
Limitation MOE) (share + MOE) + MOE)
Slow cross-border internet access 449 £10.2 119+6.4 43.2+£10.1
Inability toaccess onlinetools,such as cloud-based 533+104 114 +6.6 35.2+10.1
software
Inability to access blocked websites and content, such 44.8 £10.3 9.5+5.8 45.7 £10.2
as Facebook and Twitter
Other 224 +19.7 24147 75.2 £20.2

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestion 2.9.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experienced atleast one censorship-related
measure in China. These results only apply to U.S. businesses operating in China thatdo not provide any media or digital products and services
among their offeringsinthe market.

Table H.12 Shares of censored U.S. businesses otherthan mediaand digital service providers that have

self-censoredin orderto provide products and servicesin China, by businesssize
Shares inpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); SME =smalland
medium-sized enterprise.

Business size Share + MOE
Large 25.5+9.1
SME 11.0+8.7
All 16.6 £6.5

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5, and 2.10.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experiencedatleast one censorship-related
measure in China. These results only apply to U.S. businesses operating in China that do not provide any media or digital products and services
among their offeringsinthe market.

Table H.13 Shares of U.S. businesses otherthan media and digital service providers that have self-

censoredinorderto provide products and servicesin China, by business size
Sharesinpercentages; marginof error (MOE) for 95 percent confidence I evel in percentage points (ppts); SME =smalland
medium-sized enterprise.

Business size Share + MOE
Large 25+1.2
SME 1.0+0.8
All 1.5+6.5

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5, and 2.10.

Note: Theseresults only apply to U.S. businesses operating in China that do not provide any media ordigital products and services among their
offerings in the market. Furthermore, the results coverboth businesses that have and have not experienced censorship-related measuresin
China.

Table H.14 Shares of censored U.S. businesses otherthan mediaand digital service providersin China

that self-censored, by location
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Location Share * MOE
Speech in China 12.6+5.9
Speech outside of China 85+49

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 2.10.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experienced atleast one censorship-related
measure inChina. These results only apply to U.S. businesses operating in China that do not provide any media or digital products and services
among their offeringsinthe market.
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Table H.15 Shares of censored U.S. businesses otherthan media and digital service providers forwhom
self-censorshipimpacted the design or functionality of any products or services theirbusiness provided

outside of China
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Location Share + MOE

Outsideof China 52+4.4

Source: USITC, Foreign Censorship Survey, 2021, weighted responses tosections 2.10.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experienced atleast one censorship-related
measure in China. These results only apply to U.S. businesses operating in China thatdo not provide any media or digital products and services
among their offeringsinthe market.

Table H.16 Shares of censored U.S. businesses otherthan media and digital service providersin China
that moderate orlimit activity on social mediadue to Chinese censorship-related measures
Shares inpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Moderate posts Share + MOE
Social media posts by official company accounts 93+5.1
Social media posts by company employees 54143

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 2.12.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experiencedatleast one censorship-related
measure inChina. These results only apply to U.S. businesses operating in China that do not provide any media or digital products and services
among their offeringsinthe market.

Table H.17 Shares of censored U.S. businesses otherthan mediaand digital service in Chinathat

experienced negative or mixed impact to their products and services provided outside of China
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Impact Share + MOE
Negative or mixed impact 119+6.4
No impact 88.1+x6.4

Source: USITC, Foreign Censorship Survey, 2021, weighted responsestosections 2.11.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experienced atleast one censorship-related
measure in China. These results only apply to U.S. businesses operating in China that do not provide any media or digital products and services
among their offeringsinthe market.

Table H.18 Shares of censored U.S. businesses otherthan media and digital service providers forwhom
Chinese censorship-related measures have directly impacted products or services provided outside of
China, by location

Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Location Share + MOE
United States 6.5+4.6
Other markets 8.1+59

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.10, and 2.11.

Note: U.S. businesses experiencing Chinese censorship-related measures may experience direct impact on their products and services provided
in the United States and other markets, soshares willnotaddto 100 percent. “Censored” includes U.S. businesses other than media and
digital service providers thatexperienced at least one censorship-related measure in China. These results only apply to U.S. businesses
operatinginChina that donot provide any media or digital products and services among their offerings inthe market. Further, these estimates
are basedon businesses thatfaced impacts as indicatedin question 2.11, asa share of censored U.S. businesses other than media and digital
service providers.
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Table H.19 Shares of censored U.S. businesses otherthan media and digital service providers that are
concerned censorship will have a negative impact on their ability to provide products and servicesin

China, by businesssize
Sharesinpercentages; marginof error (MOE) for 95 percent confidence | evel in percentage points (ppts); SME =smalland
medium-sized enterprise.

Business size Share + MOE
Large 545+143
SME 68.1+12.8
All 62.9+9.5

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5, 2.1a, 2.23,and 3.1

Note: “Censored” includes U.S. businesses other than media and digital service providers that experiencedatleast one censorship-related
measure in China. These results only apply to U.S. businesses operating in China that do not provide any media or digital products and services
among their offeringsinthe market.

Table H.20 Shares of censored U.S. businesses otherthan media and digital service providersin China
that are concerned Chinese censorship will have anegative impact on theiroperationsin China, by

businesssize
Shares inpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); SME =smalland
medium-sized enterprise.

Business size Share + MOE
Large 55.1+13.8
SME 58.5+14.5
All 57.1+10.1

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5, 2.1a, 2.2a,and 3.2.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experienced atleast one censorship-related
measure inChina. These results only apply to U.S. businesses operating in China that do not provide any media or digital products and services
among their offeringsinthe market.

Table H.21 Shares of censored U.S. businesses otherthan mediaand digital service providers for which

Chinese censorship has become more challenging, by business size
Sharesinpercentages; marginof error (MOE) for 95 percent confidence | evel in percentage points (ppts); SME =smalland
medium-sized enterprise.

Business size Share + MOE
Large 46.9 £15.7
SME 54.0+18.5
All 50.8+12.4

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5, 2.1a, 2.23,and 3.3.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experiencedatleast one censorship-related
measure inChina. These results only apply to U.S. businesses operating in China that do not provide any media or digital products and services
among their offeringsinthe market.
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Table H.22 Shares of censored U.S. businesses otherthan media and digital service providers active in
Chinaand perceived concern that Chinese censorship would have anegative impact ontheirability to

provide productand services, by market
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); * indicatesa low
precision estimate.

Very Moderately Not

concerned concerned concerned

Market (share £ MOE) (share £ MOE) (share + MOE)
China 104 +6.4 52.5+£10.1 37.1+£95
United States 3.0¥+3.5 106 +6.1 86.4+6.8
Other markets 3.0¥+3.5 16.3+7.4 80.7+7.8

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.1a,2.2a, and 3.1.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experiencedatleast one censorship-related
measure inChina. These results only apply to U.S. businesses operating in China that do not provide any media or digital products and services
among their offeringsinthe market.

Table H.23 Shares of censored U.S. businesses otherthan mediaand digital service providers active in
Chinaand perceived concern that Chinese censorship would have anegative impact ontheirability to

provide productand servicesin China, by business size
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); SME =smalland
medium-sized enterprise.

Moderately
Very concerned concerned (share Not concerned
Business size (share * MOE) + MOE) (share * MOE)
Large 10.5+10.0 440+12.4 4551143
SME 10.3+8.3 57.9+13.8 319+12.8
All 104 +64 52.5+10.1 37.1+95

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5, 2.1a, 2.2a,and 3.1.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experiencedatleast one censorship-related
measure inChina. These results only apply to U.S. businesses operating in China that do not provide any media or digital products and services
among their offeringsinthe market.

Table H.24 Shares of censored U.S. businesses otherthan media and digital service providers active in
Chinaand perceived concernthat Chinese censorship would have a negative impact on their

operations, by market
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); * indicatesa low
precision estimate.

Very Moderately Not

concerned concerned concerned

Market (share £ MOE) (share + MOE) (share + MOE)
China 14.8+6.9 43.9+10.2 429+10.1
United States 45+39 9674 86.0+7.9
Other markets 38+4.1* 15.8+6.2 80.3+7.1

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 3.2.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experienced atleast one censorship-related
measure inChina. These results only apply to U.S. businesses operating in China that do not provide any media or digital products and services
among their offeringsinthe market.
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Table H.25 Shares of censored U.S. businesses otherthan media and digital service providers active in
Chinaand perceived concern that Chinese censorship would have ahave a negative impact on their

operations, by business size
Sharesinpercentages; marginof error (MOE) for 95 percent confidence | evel in percentage points (ppts); SME =smalland
medium-sized enterprise.

Moderately
Very concerned concerned (share Not concerned
Business size (share * MOE) + MOE) (share + MOE)
Large 155+11.0 39.6+11.7 449 +13.8
SME 11.7+8.9 46.8 +14.6 415+145
All 14.8+6.9 43.9£10.2 42.9£10.1

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5, 2.1a, 2.2a,and 3.2.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experiencedatleast one censorship-related
measure in China. These results only apply to U.S. businesses operating in China that do not provide any media or digital products and services
among their offeringsinthe market.

Table H.26 Shares of censored U.S. businesses otherthan mediaand digital service providersin China

and perceived challenge of censorship-related measuresin Chinain the pastfew years, by business size
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); SME =smalland
medium-sized enterprise.

No noticeable
More challenging difference (share

Business size (share * MOE) MOE)
Large 46.9 £15.7 53.1+15.7
SME 54.0+18.5 46.0 £18.5
All 50.8+12.4 492 +12.4

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5, 2.1a, 2.2a,and 3.3.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experienced atleast one censorship-related
measure in China. These results only apply to U.S. businesses operating in China that do not provide any media or digital products and services
among their offeringsinthe market.

Table H.27 Shares of censored U.S. businesses otherthan mediaand digital service providersin China’s
perceived differencesin levels of requirements and enforcement of policies related to censoring

content by the government of China compared to Chinese-owned companies, by business size
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); SME = smalland
medium-sized enterprise.

Lower levels Same levels Higher levels
Business size (share + MOE) (share £ MOE) (share + MOE)
Large 10.3+£9.5 63.9+13.3 25.8+11.4
SME 38.8+18.8 443 +22.3 169 +14.6
All 249 +13.8 53.9+13.3 21.3+13.0

Source: USITC, Foreign Censorship Survey, 2021, weighted responsestoquestions 1.3, 1.5, 2.1a, 2.2a,and 3.4.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experienced atleast one censorship-related
measure in China. These results only apply to U.S. businesses operating in China thatdo not provide any media or digital products and services
among their offeringsinthe market.
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Table H.28 Shares of censored U.S. businesses otherthan media and digital service providersin China
that complied with censorship-related measures’ impact of policies onits brand perceived by

customers, by business size
Sharesinpercentages; marginof error (MOE) for 95 percent confidence | evel in percentage points (ppts); SME =smalland
medium-sized enterprise; d.s. = data suppressed for confidentiality.

Mixed or

Negative impact No impact (share  positive impact

Business size (share + MOE) + MOE) (share + MOE)
Large ds. 79.8+12.7 ds.
SME ds. 80.7 +37.9 ds.
All d.s. 80.2+17.6 d.s.

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5, 2.1a, 2.2a,and 3.5.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experiencedatleast one censorship-related
measure in China. These results only apply to U.S. businesses operating in China that do not provide any media or digital products and services
among their offeringsinthe market.

Table H.29 Distribution of U.S. businesses otherthan mediaand digital service providers in China that
experienced Chinese censorship and that were economicallyimpacted by Chinese censorship

Shares inpercentages; marginof error (MOE) for 95 percent confidence level in percentage points (ppts); — (em dash) =not
applicable.

Censored

All businesses other businesses other

than media and than media and

digital services digital services

providers in China  providers in China

Subset of population (Share + MOE) (Share + MOE)
Economicallyimpacted by Chinese censorship 25109 26.8+4.5
Not economicallyimpacted by Chinese censorship 6.8+0.9 73.2+45
Experienced Chinesecensorship 92+1.7 —
Had not experienced Chinese censorship 90.8+4.4 —

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.1a,2.2a, and 4.1.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experiencedatleast one censorship-related
measure inChina. These results only apply to U.S. businesses operating in China thatdo not provide any media or digital products and services
among their offeringsinthe market.

Table H.30 Shares of U.S. businesses other than mediaand digital service providersin Chinathat were

economically impacted by Chinese censorship
Sharesinpercentages; marginof error (MOE) for 95 percent confidence I evel in percentage points (ppts); SME =smalland
medium-sized enterprise.

Business size Share + MOE
Large 21+13
SME 27+13
All 25+09

Source: USITC, Foreign Censorship Survey, 2021, weighted responsestoquestions 1.3, 1.5, 2.1a, 2.23,and4.1.
Note: Theseresults only apply to U.S. businesses operating in China that do not provide any media ordigital products and services among their
offerings in the market. Furthermore, the results coverbusinesses that have and have not experienced censorship-related measuresinChina.
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Table H.31 Net effects of Chinese censorship on revenueorsalesin Chinafor U.S. businesses otherthan

mediaand digital service providers, by population group
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Lost or foregone No lost or
revenue (share + foregone revenue
Subset/population MOE) (share + MOE)
Censored U.S. businesses other than media and digital service providers 65.2+14.2 348+14.2
in China that have been economicallyimpacted by Chinesecensorship
Censored U.S. businesses other than media and digital service providers 175+75 825+7.5
inChina
U.S. businesses other than media and digital service providers in China 1.6+0.8 98.4+0.8

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.1a,2.2a,4.1,and4.2.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experiencedatleast one censorship-related
measure in China. These results only apply to U.S. businesses operating in China that do not provide any media or digital products and services
among their offerings inthe market. Furthermore, the last row of results covers businesses that have and have notexperienced censorship-
related measuresin China.

Table H.32 Net effects of Chinese censorship on costs of doing businessin Chinafor U.S. businesses
otherthan mediaand digital service providers, by population group
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts).

Increased costs of No increase in
doing business in costs of doing
China (share * business in China
Subset/population MOE) (share * MOE)
Censored U.S. businesses other than media and digital service providers 80.8+15.6 19.2+£15.6
in China that have been economicallyimpacted by Chinesecensorship
Censored U.S. businesses other than media and digital service providers 21.6+8.2 78.4+8.2
inChina
U.S. businesses other than media and digital service providers in China 2009 98.0+0.9

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.1a,2.2a,4.1,and4.5.

Note: “Censored” includes U.S. businesses other than media and digital service providers that experienced atleast one censorship-related
measure inChina. These results only apply to U.S. businesses operating in China that do not provide any media or digital products and services
among their offerings inthe market. Furthermore, the last row of results covers businesses that have and have notexperienced censorship-
related measuresin China.
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Table H.33 Shares of U.S. businesses otherthan mediaand digital service providersin Chinathat
operate in otherkey markets, and for those that operate in other markets the share thatexperience

censorshipinthose markets, by key marketandsize
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); SME =smalland
medium-sized enterprise; d.s. = data suppressed for confidentiality; * indicatesa low precision estimate.

Operate in key market

Experience censorship in key

Business size Market (share * MOE) market (share + MOE)
Large Russia 53.61+4.3 1915
SME Russia 25.6+£3.5 d.s.
All Russia 35.7+2.7 13+1.0
Large Turkey 61.3+4.1 1.1+1.0%*
SME Turkey 38.2+3.9 ds.
All Turkey 46.5+2.9 0.8+0.8
Large Vietnam 53.6+4.2 ds.
SME Vietnam 31.5+3.7 d.s.
All Vietnam 394+28 1.1+1.0
Large India 729+39 ds.
SME India 474 +4.0 ds.
All India 56.6 £2.9 0.8+0.8
Large Indonesia 53.7+4.2 15+13
SME Indonesia 31.9+3.7 d.s.
All Indonesia 39.7+2.8 13+1.1
Large Any key market other than China 83.4+3.3 1.7+1.0
SME Any key market other than China 58.5+3.9 0.7+0.7*%
All Any key market other than China 67.4+2.8 1.1+0.6

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5,and 5.1.

Note: Businesses maybe operating in multiple markets. The Commission recognizes these data were collected inthe fall of 2021, priorto
Russia’sinvasionof Ukraine. Thus, the share of businesses that experienced censorship-related measuresinRussia atthe time these data were
collectedwould likelybe much smaller than the share at present. These results are only applicable to U.S. businesses operating in China that
do not provide any media or digital products and services among their offerings inthe market and cover providers that have and have not
experienced censorship-related measures there. The fourth column shows the share of these providers thatare active in China and also active
in the key markets in the second columnandhave experienced censorship-related measures in both key markets. These results should notbe
appliedto any U.S. businesses that are operating in that key market but not operating in China. Furthermore, the results for each country
cover differentsets of companies and are notrepresentative of U.S. businesses’ experiences with censorship inanyone market, therefore
shares cannot be comparedacross countries.
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Table H.34 Shares of censored U.S. businesses otherthan media and digital service providersin China
that operate in other key markets, and for those that operate in other markets the share that

experience censorship in those markets, by key marketand size
In percentage and percentage points (ppts); margin of error (MOE) for 95 percent confidence level in percentage points (ppts);
SME = small and medium-sized enterprises; d.s. = data suppressed for confidentiality; * indicatesa low precision estimate.

Operate in key market Experience censorship in key

Business size Market (share * MOE) market (share + MOE)
Large Russia 69.7 £13.7 ds.
SME Russia 26.4+12.0 d.s.
All Russia 43.0+9.3 7.2+54
Large Turkey 66.8+11.2 ds.
SME Turkey 46.2 £13.5 ds.
All Turkey 540+94 ds.
Large Vietnam 59.7+11.8 ds.
SME Vietnam 39.0+13.2 d.s.
All Vietnam 46.9 £9.5 d.s.
Large India 82.7+11.4 ds.
SME India 58.7+£13.8 ds.
All India 68.0+£9.5 ds.
Large Indonesia 629114 103 +10.1 *
SME Indonesia 42.7 £13.7 ds.
All Indonesia 50.4+9.7 73167
Large Any key market other than China 88.1+10.3 129+8.7
SME Any key market other than China 68.2+12.7 53+58*
All Any key market other than China 759+5.8 82149

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 1.5,and 5.1.

Note: Businesses maybe operating in multiple markets. The Commission recognizes these data were collected inthe fall of 2021, priorto
Russia’sinvasionof Ukraine. Thus, the share of businesses that experienced censorship-related measuresinRussia atthe time these data were
collectedwould likelybe much smaller than the shareatpresent. “Censored” includes U.S. businesses other than media and digital service
providersthatexperienced atleastone censorship-related measure in China. These results only apply to U.S. businesses operatingin China
that do not provide any media ordigital products and services among theirofferings in the market and have experienced at least one
censorship-related measure there. The fourth column shows the share of these providers thatare active in Chinaandalso active in the key
marketsin the second column and have experienced censorship-related measuresin both key markets. These results should not be appliedto
any U.S. businesses thatare operating in thatkey market but notoperating in China. Furthermore, the results for each country coverdifferent
sets of companies and are notrepresentative of U.S. businesses’ experiences with censorshipin any one market, therefore shares cannotbe
compared across countries.

United States International Trade Commission | 247



Foreign Censorship Part 2: Trade and Economic Effects on U.S. Businesses

Table H.35 Shares of U.S. businesses otherthan mediaand digital service providersin Chinathat
operate in other markets, and for those that operate in other markets the share thatexperience

censorship those markets, by market
In percentage and percentage points (ppts); margin of error (MOE) for 95 percent confidence level in percentage points (ppts);
d.s.=datasuppressedfor confidentiality; * indicates a low predsion estimate. CIS = Commonwealth of Independent States.

Operate in key market Experience censorship in key

Market Region (share £ MOE) market (share + MOE)
Egypt Africa 26.8+1.2 14+08*
Nigeria Africa 16510 d.s.
Saudi Arabia Africa 35214 1.6+0.6
Other Africa Africa 440+1.4 13105
India Asia 56.6 +1.5 0804
Indonesia Asia 39.7+14 13+0.5
Pakistan Asia 23.0+1.2 ds.
Vietnam Asia 394114 1.1+0.5
Other Asia Asia 72714 09+0.3
Russia CIS 35714 13+0.5
Other CIS CIS 27.8+1.3 09+05
European Union (27) Europe 73.0+14 ds.
France Europe 683114 ds.
Germany Europe 72714 d.s.
Turkey Europe 46.5+1.5 0804
United Kingdom Europe 756+1.3 d.s.
Other Europe Europe 72214 ds.
Brazil Americas 53.1+15 09+04
Venezuela Americas 193z+1.1 1.7+09*
Other Americas Americas 66.4+14 0.6+0.3
All other Other 58.6 +1.5 0.8+04

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 5.1.

Note: Businesses maybe operating in multiple markets. The Commission recognizes these data were collected inthe fall of 2021, priorto
Russia’sinvasionof Ukraine. Thus, the share of businesses that experienced censorship-related measuresinRussia atthe time these data were
collectedwould likelybe much smaller than the share at present. These results are only applicable to U.S. businesses operating in China that
do not provide any media or digital products and services among their offerings inthe market and cover providers that have and have not
experienced censorship-related measures there. The fourth column shows the share of these providers thatare activein China and also active
in the key markets in the first column and have experienced censorship-related measures in that market. These results should not be applied
to any U.S. businesses that are operating inthat marketbut not operatingin China. Furthermore, the results for each country coverdifferent
sets of companies and are not representative of U.S. businesses’ experiences with censorshipin any one market, therefore shares cannotbe
compared across countries.
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Modeling Technical Appendix
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This appendix details the regression analysis used to examine the effects of censorship on video game
revenuesthatis presentedin chapter4. The following provides athorough description of the
regressions that were estimated, the datathat were used, the results that were produced, and some
potential limitations of this approach.

The video game analysis used aconventional linear regression of per-uservideo game revenueson a
series of variables reflecting censorship and other determinants of video game revenues. The dataused
for the analysis, which are detailed laterin this appendix, represent a panel consisting of country-level
information on video game revenues and country characteristics for the period of 2017 to 2019 for 141
countries. Throughout, the analysis distinguishes between and reports separate estimates forvideo
gamesthat were sold digitally and those that were sold physically.

The video game revenues regression took the following form:
revenues;; = fyincome; + fypopulation; + Bzinternet;; + Licensorship; + Y, + €

Per-userrevenuesforcountryiin yeart (revenues;) are modeled as a function of per capita national
income (income;,), population (population;;), and internet penetration rates (internet;). Censorship is
included as an indicatorvariable (censorship;) that equals zero if country j had high levels of censorship
inyeartand 1ifithad lowlevels. Aseries of yearfixed effects (V;) are included to capture trendsin
video game revenues overtime. Finally, an errorterm (&) is included to capture otherwise unexplained
variationinrevenues.

The model was estimated via ordinary least squares, which is astandard regression technique. The
estimation results include heteroskedasticity robust standard errors, which help to provide more
accurate measures of standard errors if heteroskedasticity is a present. Heteroskedasticity refers to
casesin which the variance of the error termis not constant overthe range of the sample.

The variablesincluded onthe right-hand side of the regression explain per-user revenues forvideo
games. Censorship, as highlighted inthe report, was expected to reduce per-user revenues by limiting
market access and constrainingthe content of games. Income was included because higherlevels of
income likely allow for greater spending on video games at higher prices, thereby raising revenues.
Population captures possible effects that market size (in terms of potential users) might have onvideo
game revenues. Unlike with censorship and income where there were clear anticipated impacts on
revenues, the likely relationships between revenues and population are less obvious, though the
inclusion of thistermimproves goodness of fitin the results below.*?” Finally, internet penetration
capturesthe impacts that internet connectivity may have on game revenues. Inrecentyears, video
games have increasingly relied on the internetfor both distribution and as part of their game play. For

407 On the one hand, larger populations may offer advantages to producers in the form of economies of scale.
Similarly, producers may be more inclined toinvest in developingand marketing games in countries with large
numbers of potential users. Itmay also bethe casethat video games have network effects for users in which the
appeal of the game increases with a risein the number of local users, as mightbe the casein many multiplayer
games. Onthe other hand, country population may be expected to have a negligibleimpactonrevenues given
how global many games are. When users are ableto play with other people worldwide, the local population may
not be very important. Similarly, thesolitary nature of many games that are not played with others may further
limitthe effect of a country’s population on game revenues.
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these reasons, we might expectitto have an increasing effect on revenues—especially for digital games.
Additionally, internet penetrationislikely a good indicator of technology adoption more broadly, which
could similarly impact video game sales.

The data for the analysis were derived from several sources. Information on video game revenues and
users was sourced from two Statista data series covering worldwide digitally and physically sold video
games.*%® Throughout the analysis, digital and physical sales were treated separately in orderto avoid
potential double-counting with respect to users. Withinthe data, itis not possible to determine the
extentto which the physical and digital users overlap, which precluded them from being combined into
a single user-base. The Statista data provided information on both total revenues and user penetration
rates for 148 countries beginningin 2017. Information onincome, population, and internet penetration
was sourced from the World Bank’s World Development Indicators database.??° The three series drawn
fromthis database were “Adjusted net national income per capita (current USS),” “Population, total,”
and “Individuals using the Internet (% of population).” Per-user revenues were calculated from these
two sources. First, the video game user penetration data were combined with the total population data
to calculate the total number of usersin each country and year. Second, total revenues weredivided by
the total number of users to generate per-userrevenues.

Information on censorship was derived from Freedom House’s Freedomin the World report and its
accompanying database.*° The Freedom House database numerically rates countries on arange of
different aspects of political rights and civil liberties. For the analysis, arating category titled “Are there
free andindependent media?” was used to identify the presence of video game censorship. Although
not specifictovideo games, the basis of this mediaratingis reflective of many of the types of censorship
activitiesthat affect video games. Forexample, the rating reflects responses to questions like the
following: 41!

o Arethe mediadirectly orindirectly censored?

e Areworksof literature, art, music, orotherforms of cultural expression censored orbanned for
political purposes?

e Doesthe governmentattempttoinfluence mediacontentand access through meansincluding
politically motivated awarding or suspension of broadcast frequencies and newspaper
registrations, unfair control and influence over printing facilities and distribution networks,
blackouts of internet or mobile service, selective distribution of advertising, onerous operating
requirements, prohibitive tariffs, and bribery?

The Freedom House mediafreedom ratingis categorical and rangesfrom 0 to 4, where 0 denotes the
leastfreedomand 4 denotesthe mostfreedom. Forthe regression analysis, censorship ratings were
usedto define asingle indicatorfor high orlow censorship. Ratings of 0, 1, or 2 were considered “high

408 Statista database, “Digital Video Games—Worldwide,” accessed March 10,2022; Statista database, “Physically
Sold Video Games—Worldwide,” accessed March 15,2022.

409 World Bank, World Development Indicators, accessed March 10,2022.

410 Freedom House, Freedom in the World, 2022. The database (“All Data, FIW 2013-2022 (Excel Download)”) is
availableatthe linkto the report, providedinthe bibliography.

411 Additional information on the media censorship rating, whichis sub-question D1 in the database, can be found
inthe database’s methodology documentation. Freedom House, “Freedom inthe World Research Methodology,”
accessed March 15,2022.
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censorship,” while ratings of 3or 4 were considered “low censorship.” The decision on how to divide the
ratings between thesetwo categories was based on the scores forthe key markets discussed as having
notable censorship throughoutthis report. In particular, of the six key markets (China, India, Indonesia,
Russia, Turkey, and Vietnam), all but Indonesia exhibited ratings of 2or lower. Based on this, 2 was
selected as the cutoff for high censorship. It should be noted that despite the discussions elsewhere in
thisreportthat identify Indonesia as a key censoring market, it was rated a 3 by Freedom House inall
years, implyingthatitwas considered “low censorship” in this specificanalysis. Across all countries and
yearsin the sample, about 58 percent of countries exhibited high levels of censorship and 42 percent
exhibited low.

The decision to simplify the mediaratingsinto a high/low censorship indicator was based on the fact
that the ratings are categorical and cannot be treated like a continuous measure of censorship. While
thereisa strict orderingto the ratings, their magnitudes may not accurately capture the differences
betweeneachlevel interms of theirimpact on video game revenues. Forexample, thereisno clear
reasonto believethatthe effectof increasingfromaO0 to a 1 rating is necessarily equivalent to that of
increasingfroma3 to a 4. Similarly, itisnotclearif the differencebetween 1and 3 should be exactly
twice that of 1 and 2. For thisreason, definingand usingan indicatorvariable based on the ratingsis
more appropriate than using the ratings themselves.

The final sample used for estimation covered 141 countries for the years 2017, 2018, and 2019. The
earliestyearwas determined by the Statistavideo game data. The latest year was determined by the
national income data, which was not available past 2019 at the time of writing. The country coverage
was primarily based on the Statista video game data although missing datain the otherseries prevented
several of the Statista countries from beingincludedin atleast some years.

The regression estimates largely fit the expectations discussed above and are, in most cases, statistically
significant at conventional levels (tablel.1). For both digital and physical games, low censorship is
associated with statistically significantly higher per-userrevenues. Net national income percapitais also
associated with higherrevenues. A $1,000 increase inincome per capitais associated with an
approximately $1.26 increase in digital video game revenues per person and a $1.46 increase in
revenues for physical games. Forinternet penetration, a1 percentage pointincrease in the percent of
the population usingthe internetis associated with an approximately $0.30 increase in digital game
revenuesbuta $0.16 decrease in physical game revenues, suggesting there may be asubstitution
betweenthe two mediums as people becomeinternet users. The estimates for population show a
significant relationship with digitalgame revenues such thata 1 million personincrease in the
populationisassociated with a $0.02 increase in per-userrevenues. By comparison, there appears to be
a negative relationship between population and physical revenues, but the estimate is not significant at
conventional levels. Finally, because there was no constantincludedin eitherregression, the estimated
valuesforthe yearfixed effects can be thought of as the regressionintercepts for each year. For digital
goods, the valuesincrease in each of the three years, implying that average revenues have grown each
yearover the sample time period. For physical goods, 2017 exhibits the highestvalue, implying the
largest average per-userrevenues occurred at the beginning of the sample. Finally, the R-squared values
for the digital and physical games were 0.680 and 0.785, respectively. Thesevalues suggest thatthe
modelsfit the datawell and explain asubstantial portion of theirvariation.
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Table 1.36 Regressionresults fordigital and physical video game revenues per user
P-values <0.001indicate verysmall values; * indicatesa value between 0.00 and -0.01.

Digital Digital Physical Physical
video Digital video video video  Physical video video
games games games games games games
Predictor variables coefficient standard error p-value coefficient standard error p-value
Income per capita 1.26 1.10 <0.001 1.46 0.07 <0.001
(1,000)
Internet penetration 0.30 0.04 <0.001 -0.16 0.02 <0.001
(%)
Population (millions) 0.02 0.01 <0.001 & <0.01 0.105
Low censorship 3.88 1.98 0.050 3.02 1.26 0.017
2017 fixed effect -4.84 2.17 0.026 3.12 0.85 <0.001
2018 fixed effect -4.66 2.43 0.055 2.58 1.22 0.035
20109 fixed effect -4.55 2.52 0.071 2.74 1.31 0.036

Source: USITC calculations.

Note: Standard errors are constructed as heteroskedasticity robust standard errors. P-values indicate the probability that the true population
coefficient value is actually zero. Digital video games refer to fee-based video games distributed over the internet. Physical video games refer
to console and PCgames distributed over solid storage media, such as discs.

As with any empirical analysis of this type, there are some considerations and potential sensitivities that
should be noted. First, there may be additional factors that significantly influence video game revenues
but were notincludedinthe analysis. The omission of these variables could bias the existing estimates if
they were correlated with any of the variables that were included. Forthe purposes of this work, the
most problematictype of omitted variablewould be somethingthatis correlated with the high/low
censorship designation, asit could inadvertently affect the censorship estimates. Forexample, one
possible consideration could be the role of othertypes of institutional quality other than censorship,
whichwere notincluded but could impact revenues and be closely tied to censorship. However, the
inclusion of additional measures of institutional quality could pose asecond type of issue in the form of
excessive correlation. While the Freedom House data do provide many series thatreflect other
potentially influential measures of institutional quality, none were included in this analysis because of
concerns that they would be too closely correlated with censorship. Ultimately, the chosen specification
attempted to balance theseissues.

A second considerationis the use of an ordinary least squares regression. This approach inherently
introduces certain assumptions about the dataand the relationship between the dependent variable
and each of the explanatory variables. In particular, the approach assumes alinearrelationship between
per-uservideo game revenues and each otherterm. While this approach is effectiveatidentifying linear
relationships between thesevariables, it may not fully capture any nonlinear relationships that may
exist betweenthem. However, giventhatthere is no good information orguidance fromthe literature
suggesting what complex relationships might exist between revenues and these variables, there was no
obvious choice forhow nonlinear relationships ought to be modeled. Thus, the linearassumption was
the bestassumption available.

The third considerationis that potential sensitivities exist within the chosen model specification. There
were potentially multiple different ways that the selected variables could be included in the model. For
example, the designation of high versus low censorship could have been based on a different cutoff
value. Similarly, the income, population, and internet variables could have beenincluded as logged
values, asis oftendone inregressions. In each case, changes to the way these variables wereincluded
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could have impacts on the estimate values. While preparing the analysis, multiple potential
specifications were considered. The final specification presented here reflects that which produced the
best model fit of the data from among the set of alternatives considered.

Finally, much of the post-estimation analysis conducted using the regression estimates—including the
computation of total revenue effects and the impacts on U.S. video game revenues—was conducted
based on some assumptions about the key video game markets. Many pieces of information on specific
conditionsin each of the key markets, ingeneral and for U.S. firms, were largely unavailable. In light of
this, these additionalanalyses were conducted by applyinginformation about global video game sales
and average effects of censorship to the specific markets. In the case of the total revenue calculations,
the global average censorship effects of $3.88 and $3.02 peruser may not perfectly reflect the individual
impactsin each of the key markets. Depending on how the censorship occurs in each market, the local
effects could be higher orlowerthanthe global average. Further, the local impacts could depend on the
types of games beingsold in each market. For example, internet shutdowns likely impact online
multiplayer games more severelythan games without any online components. Similarly, China’s console
ban likely had large impacts on many console-based games but more limited impacts on many digital
mobile games. In the case of the U.S. revenue impacts, the calculations were based on the third-quarter
2021 U.S. share of the global revenues generated by the top 25 video game companies. This value may
not perfectly reflect the sharesthatall U.S. companies hadin each of the individual marketsin 2019,
thereby potentially over- orunder-estimating the impacts of censorship on U.S. video game producers.
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Table J.1 Shares of U.S. mediaanddigital service providersin Chinathat experienced censorship-related

measures, by business size
Sharesinpercentages; margin of error (MOE) for 95 percent confidence I evel in percentage points (ppts); SME =smalland
medium-sized enterprise. This table corresponds to f_igure 2.1.

Size Share + MOE
Large 30.8+6.4
SME 16.1+6.3
All 23.8+4.4

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3, 2.1a, and 2.2a.

Table J.2 Shares of U.S. mediaand digital service providersin Chinathat experienced direct censorship

measuresin China, by businesssize
Sharesinpercentages; marginof error (MOE) for 95 percent confidence | evel in percentage points (ppts); SME =smalland
medium-sized enterprise. This table corresponds to figure 2.2.

Size Share + MOE
Large 254 +6.0
SME 133+5.6
All 19.7+4.1

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3, and 2.1a.

Table J.3 Shares of U.S. mediaanddigital service providersin China, affected by type of direct

censorship measures and business size
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts). d.s. =data
suppressedto protect confidentiality. Thistable corresponds to ﬁgure 2.3.

Large (Share * SME (Share * All (Share *
Direct censorship measure MOE) MOE) MOE)
Restrictions on or requirements to modify content 159+49 46+33 10.5+3.0
Blockingor filtering and targeted denial 12.8+4.7 75147 103+33
Internet shutdowns 72+38 40+2.7 57+24
Harm or threats 51+3.0 d.s. 32+1.7

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3and 2.1a.

Note: Blocking or filtering and targeted denial refer to blocking or filtering of digital products or services and targeted denial of marketaccess
of the digital products orservices based onspeechrelated activities; throttling refers totargeted throttling or slowing of digital products and
services. Intemet shutdowns include both short-termand long-term internet shutdowns. Ashort-term internet shutdown lasts for 48 hours or
less whilealong-term internet shutdown lasts for more than48 hours. Harm orthreats refer toharm and threats of criminal or civil harm, exit
bans, or other forms of reprisal against an organization’s employees, brand, or products based on speech-related activities orgovemment-
initiated boycotts. Theresultsinthis table are related to the following question: “Since January 1, 2019, how often the following acts, policies,
and practicesin Chinaimpactedyourbusiness’s ability to provide or sell your products and services?” The results in this table combines
responses that selected “occasionally” or “regularly” toquestion 2.1a.

Table J.4 Shares of U.S. mediaand digital service providers that experienced any censorship-enabling

measuresin Chinasince January 1, 2019, by businesssize
Sharesinpercentages; margin of error (MOE) for 95 percent confidence | evel in percentage points (ppts); SME =smalland
medium-sized enterprise. This table corresponds to figure 2.4.

Size Share + MOE
Large 199+54
SME 7.8+45
All 142 +3.5

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 2.2a.
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Table J.5 Shares of U.S. mediaand digital service providers in Chinathat experienced specific

censorship-enabling measures, by business size
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); d.s. =data
suppressed for confidentiality. This table corresponds to ﬁgure 2.5.

Large (Share * SME (Share * All (Share *
Censorship-enabling measures MOE) MOE) MOE)
Data localization measures and local presence 11944 59140 9.0+3.0
requirements
Foreign ownershiprestrictions and licensingrestrictions 106 £3.9 3.0+3.1 70+25
Requirement to only use state-approved virtual private 53+34 44+35 49+24
networks
All other 6.3+3.3 d.s. 39+19

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3and 2.2a.
Note: “All other” category includes intermediary liability rules, requirements to turn over personal information of customers oruser,and
requirements to publiclyapologize for statements made bythe business or byemployees.

Table J.6 Shares of censored U.S. mediaand digital service providers that experienced limitations that
impacted business operationsin China, by type of limitation

Sharesinpercentages; marginof error (MOE) for 95 percent confidence level in percentage points (ppts). Thistable
corresponds to figure 2.6.

Impact on Impact on global
operations only in operations No impact on
Limitations China (including China) operations
Slow cross-border internet access 44.0+10.9 15.5+7.6 40.5+10.9
Inability to access onlinetools 447 £11.0 143+7.8 41.0+10.6
Inability to access blocked websites and content 53.1+10.4 75157 39.3+10.3
VPN restrictions thatlead to slowinternet 49.6£11.0 95+6.4 409+10.8

access

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3and2.9.
Note: “Inability to access online tools” includes cloud-based software. “Inability to access blocked websites and content” includes websites
such as Facebook, YouTube, and Twitter. “Impact onglobal operations” includes impact inboth China and other countries.

Table J.7 Shares of U.S. mediaand digital service providers experiencing censorship-related measures in

Chinathat have self-censored in orderto provide products and servicesin China, by business size
Shares inpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); SME =smalland
medium-sized enterprise. This table corresponds to figure 2.7.

Business size Share + MOE
Large 48.3+12.5
SME 22.2+16.3
All 39.9+10.7

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3 and 2.10.

Table J.8 Shares of censored U.S. mediaand digital service providers that are concerned Chinese
censorship will have anegativeimpact on theirability to provide products and services in China, by

businesssize
Sharesinpercentages; marginof error (MOE) for 95 percent confidence | evel in percentage points (ppts); SME =smalland
medium-sized enterprise. This table corresponds to figure 2.8.

Business size Share + MOE
Large 68.2+11.5
SME 81.1+17.3
All 72.3+10.0

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 3.1.
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Table J.9 Shares of censored U.S. mediaand digital service providersin Chinathatare concerned

Chinese censorship will have anegative impact on theiroperationsin China, by business size
Sharesinpercentages; margin of error (MOE) for 95 percent confidence I evel in percentage points (ppts); SME =smalland
medium-sized enterprise. This table corresponds to f_i,gure 2.9.

Business size Share + MOE
Large 753+11.4
SME 76.8+19.4
All 75.8 +9.7

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 3.2.

Table J.10 Shares of censored U.S. mediaand digital service providers for which Chinese censorship has

become more challenging, by business size
Sharesinpercentages; marginof error (MOE) for 95 percent confidence level in percentage points (ppts); SME =smalland
medium-sized enterprise. This table corresponds to figure 2.10.

Business size Share + MOE
Large 743 +£12.2
SME 66.2+204
All businesses 72.0+10.5

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 3.3.

Table J.11 Distribution of U.S. mediaand digital service providersin Chinathat experienced and were

economically impacted by Chinese censorship-related measures
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts); — (em dash) =not
applicable. This table corresponds to f_igure 2.11.

All media and Censored media
digital service  and digital service
providers in China  providers in China

Subset of population (Share * MOE) (Share * MOE)
Economicallyimpacted by Chinese censorship 99+3.1 41.8+9.6
Not economicallyimpacted by Chinese censorship 13.8+3.1 58.2+9.6
Have experienced Chinese censorship 238144 —
Have not experienced Chinesecensorship 76244 —

Source: USITC, Foreign Censorship Survey, 2021, weighted responses to questions 1.3, 2.1a, 2.2a, and4.1.

Table J.12 Net effects of Chinese censorship on costs of doing businessin China of U.S. mediaand

digital service providers, by subsets of the population
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts). Thistable
corresponds to figure 2.12.

Increased costs of No impact on costs of

doing business in doing business in
Population/subset of population China (share £ MOE)  China (share + MOE)
Censored U.S. media & digital service providers economically 86.5+9.3 13.5+9.3
impacted by Chinese censorship
Censored U.S. media & digital service providers in China 35464 64.6+6.4

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.1a,2.2a,4.1,and4.5.
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Table J.13 Net effects of Chinese censorship on revenue orsalesin Chinaof U.S. mediaand digital

service providers, by subsets of the population
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts). Thistable
corresponds tofi_g__ure 2.13.

No impact on
Lost or foregone business’s revenue or
revenue or sales in sales in China (share *

Population/subset of population China (share +* MOE) MOE)
Censored U.S. media & digital service providers economically

impacted by Chinese censorship 81.6+19.8 18.4£19.8
Censored U.S. media & digital service providers in China 341+93 65.9+9.3

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3, 2.1a,2.2a3,4.1,and4.2.

Table J.14 Shares of U.S. mediaand digital service providersin Chinathatoperatedinand experienced

censorship-related measuresin key markets, by key market
Sharesinpercentages; margin of error (MOE) for 95 percent confidence level in percentage points (ppts). Thistable
corresponds to figure 2.14.

Key market Share + MOE
China 23.8+4.4
Russia 8.2+36
Turkey 51126
Vietham 37+21
India 35+19
Indonesia 33120

Source: USITC, Foreign Censorship Survey, 2021, weighted responses toquestions 1.3 and 5.1. Key markets were identifiedin USITC’s Foreign
Censorship Part 1report.

Table J.15 Global active users of social media platforms and the country where the company is
headquartered, 2021

In billions ofusers. Thistable corresponds to figure 3.1.

Global active users

Company Headquarters (billions)
Facebook United States 2.90
Instagram United States 1.39
Weixin/ WeChat China 1.25
QQ China 0.59
Sina Weibo China 0.57
Pinterest United States 0.45
Twitter United States 0.44

Source: Datareportal, “Digital 2021 October Global StatshotReport,” October21,2021, 62.
Notes: Classification based on platformsinthelist of top social networks excluding, whenapplicable, user-generated video platforms,
messaging platforms, and othersincluding Redditand Quora.
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Table J.16 Global active users of user-generated video platforms and the country where the company is
headquartered, 2021

In billions of users. Thistable corresponds to figure 3.2.

Global active users

Company Headquarters (billions)
YouTube United States 2.29
TikTok/Douyin China 1.60
Kuaishou China 0.51
Vimeo United States 0.23
Youku Tudou China 0.14
Twitch United States 0.03

Source: Datareportal, “Digital 2021 October Global StatshotReport,” October21,2021, 62; iResearch, “Leading Online Video Platformsin
China,” March 2021; Twitch, “Audience”, accessed January 4, 2022.

Notes: Data represents monthly active users for YouTube, TikTok and Kuaishou for October 2021, andJanuary 2021 for Youku Tudou. Data
represents dailyactive users for Twitchand Douyinin 2021 and thus may underestimate total monthlyactive users. Data for Vimeo represents
total users.

Table J.17 Growth rates of social mediaadvertising spendingin Vietnamvs. all Asia, 2018-2021
Rates in percentages. This table corresponds to figure 3.3.

Market 2018 2019 2020 2021
Asia (including Vietham) 60.7 43.6 55.1 48.8
Vietnam 38.5 25.3 32.2 32.7

Source: Statista database, “Social Media Advertising—Worldwide,” Vietnam-Ad Spending, accessed April 22,202 2; Statista database, “Social
Media Advertising—Worldwide,” Asia-Ad Spending, accessed April 22, 2022.

Note: AlthoughVietnamisincluded inthe Asia aggregate trends, ad spending in Vietnam represents less than 1 percent of total Asia spending.
Thus, it is not driving aggregate trends.

Table J.18 Google’s estimated potential total search revenueif it had access to the Chinese marketin
2017-2021

In billions ofdollars. Thistable corresponds to figure 3.4.

Category 2017 2018 2019 2020 2021
Current searchrevenue 69.8 85.3 98.1 104.1 149.0
Estimated revenue (low) 71.4 87.4 100.4 106.4 151.6
Estimated revenue (high) 79.2 97.8 111.7 117.9 164.5

Source: USITC calculations; Statista database, “Search Advertising—Worldwide,” accessed January 18,2022; StatCounter, “Search Engine
Market Share China,” accessed January 18, 2022; AlphabetInc., “Form 10-K” February 3, 2020, 29; AlphabetInc., “Form 10-K”, February 1,
2022, 33.

Note: Low-endshare (low)is 7 percent of estimated total China search revenue, and high-end share (high) is 42 percent of estimated total
China searchrevenue. Bothestimates are added to current search revenue.

Table J.19 Estimates of U.S. SVOD providers’ potential revenuesin the Chinese marketin 2021, under

various competitive scenario assumptions
In billions ofdollars. SVOD = subscription video-on-demand. This table corresponds to figure 4.1.

Total market size for SVODs in China and potential competitiveness assumptions for

U.S. SVOD providers U.S. SVOD Revenues

Total SVOD market sizein China 11.8
Low competitive (5% market share) 0.6
Moderately competitive (15% market share) 1.8
Highly competitive (35% market share) 4.1

Source: USITC calculations; Statista database, “Video Streaming (SVoD)—China,” accessed January 18, 2022.
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