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A major escalation
Trade war with China heats up

by Dan Mundt
“I would say once you 

start talking about $50 
billion of products on both 
sides, we have something 
now that you can call a 
trade war,” said Iowa State 
University Associate Pro-
fessor of Economics Chad 
Hart.

On Wednesday, China 
announced tariffs on 
about $50 billion of goods 
from the United States.

Soybeans and beef are 
among the products to be 
slapped with tariffs of 25 
percent.

The tariffs were the 
second set announced by 
Beijing in response to two 
sets of tariffs announced 
by the United States that 
targeted Chinese goods.

In January, the Trump 
Administration an-
nounced a 30 percent tariff 
on imported solar panels, 
most of which are manu-
factured in China. 

In March, the Trump 
Administration added a 25 
percent tariff on imported 
steel and a 10 percent tar-
iff on imported aluminum.

Canada and Mexico were 
exempted from the tariffs; 
China is the world’s larg-
est exporter of steel.

On April 2, China an-
nounced tariffs on $3 bil-
lion on a range of products 

from the United States, in-
cluding a 25 percent tariff 
on pork.

The next day, the United 
States added tariffs to an 
additional $50 billion of 
Chinese products.

“What we are looking 
at is a major escalation on 
both sides,” said Hart.

He said the concern for 
the farm economy is the 
targeting of Iowa’s main 
agricultural products with 
tariffs.

“In very short order, at 
a time when agriculture is 
needing to expand mar-
kets, these are moves that 
are going to contract mar-
kets,” Hart said.

Chinese tariffs on ag-
ricultural products were 
predictable because agri-
culture is a major part of 
the trade flow between the 
United States and China, 
Hart said.

“If they are going to tar-
get anything it is going to 
be the products they bring 
in,” he said. “Ag products, 
and specifically soybeans, 
sort of dominate the land-
scape.”

How the Trump Admin-
istration responds to Chi-
na’s latest move will shed 
light on whether the situ-
ation gets better or worse.

“Both countries have 
announced what they are 

going to do about 60 days 
from now,” Hart said. 
“That leaves both sides 
open to negotiations to 
hopefully head some of 
these things off.”

Farmers will likely feel 
the effects of the tariffs 
immediately through the 
futures markets, even 
though the tariffs aren’t 
yet in place, he said.

On March 2, President 
Trump tweeted that “…

trade wars are good, and 
easy to win.”

Hart disputed that claim.
“I only wish that was the 

case,” he said. 
“We can look at history 

and find that they are not. 
A war means that both 
sides take losses. That is 
exactly what we are star-
ing at with this.”

The Trump Administra-
tion is signaling that the 
United States is no longer 

interested in having the 
World Trade Organization 
(WTO) mediate trade dis-
putes.

“If you noticed the way 
China announced these 
(tariffs), they went out 
of their way to make sure 
that they can show that 
they are following the 
letter of the law with the 
WTO,” Hart said. 

“The United States is 
not doing that. I think the 

Trump administration has 
said, ‘No, we’re going to 
do this on our own, with 
minimal regard to the 
WTO rules.’”

At present, farmers 
could consider trying to 
take advantage of pricing 
opportunities before they 
slip even further away, 
Hart said.

“Otherwise, they should 
be talking to their repre-
sentatives, their congress-
men, to help find alterna-
tive markets to make sure 
that the president and his 
team recognize how im-
portant international trade 
has been to agriculture 
and developing our mar-
kets,” he continued.

The trade dispute with 
China escalated quickly 
and could de-escalate just 
as quickly, he pointed 
out.

“If anything, what we 
have noticed here is the 
cycles come incredibly 
quick now in the age of 
Twitter,” Hart said. 

“What I am waiting to 
see is if we see contin-
ued announcements of 
the next round of possible 
moves or do we see both 
countries come togeth-
er and talk about these 
things and de-escalate the 
situation. For our farmers’ 
sakes, we hope so.”


