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QUESTION 7:

ARE WE WINNING
THESE TRADE WARS?

ANSWER: NO.

TRADE WARS TYPICALLY LEAD TO HIGHER PRICES, LAYOFFS, LOST EXPORTS,
AND SLOWER GROWTH. THIS ONE IS WORSE BECAUSE TRUMP’S BURNING OUR
BIGGEST INDUSTRIES TO PROP UP SMALLER ONES.




THE ARGUMENT

We strike with tariffs on foreign washing
machines and steel; our partners
retaliate with tariffs on U.S. soybeans,
cheese, whisky, wine, cars, trucks, and
motorcycles. We escalate; they escalate;
and consumers pay the price.

Prices rise, exports slow, and
investment dries up. That’s how
trade wars work.

THE
ARGUMENT

With Trump, it’s worse. He’s burning our

biggest exporters — like autos, aerospace,

and agriculture — to prop up smaller,
weaker ones.

Trump argues that the cost of this

trade war is acceptable, because it

will ultimately force other countries to
agree to fundamentally better terms.
But he’s acted with such bad faith that
our trading partners stopped listening.
They’re cutting deals among themselves,
without us.

When a country is losing
many billions of dollars on
trade with virtually every
country it does business with,
trade wars are good, and easy
to win. Example, when we
are down $100 billion with a
certain country and they get
cute, don’t trade anymore —
we win big. It’s easy!

- PRESIDENT DONALD TRUMP
MARCH 2018




THE COMPOUNDING EFFECTS OF A TRADE WAR

HIGHER PRICES =
LOWER PROFITS,
LAYOFFS, LOST GROWTH

The number of consumers
harmed outhumbers the
workers helped. U.S.
businesses paying $172
billion in new tariffs have
a choice: pass the cost
onto their customers,
accept smaller profits,
or lay off workers.?
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RETALIATION =
COLLATERAL DAMAGE

Our trading partners
responded to our tariffs
with tariffs of their own,

and they’re hitting us

where it hurts.

COMPOUNDING
EFFECTS

ESCALATION =
MORE COLLATERAL
DAMAGE

We hit their washing
machines; they hit our
sorghum. We hit their steel
mills; they hit our farms,
ranches, dairies, and mills.
We threaten their autos;
they threaten our autos
and tech companies —
and so on.

UNCERTAINTY =
DISLOCATION
AND DECLINE

Our tariffs made it more
expensive to manufacture
here. Retaliatory tariffs are
making it more expensive

to export from here.

Global companies are
shifting investments to
markets with lower tariffs
and more dependable
leadership, threatening
long-term growth.

BAD FAITH =
FEWER DEALS

President Trump justified
some of his tariffs on
“national security,” which
leaders of his own party
call bogus. The whole

point was to force trading
partners to accept a

big deal, but now they are

cutting deals without us.
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HIGHER PRICES = LOWER PROFITS, LAYOFFS,
AND $63B IN LOST GROWTH

TARIFFS 101°

A tariff is an excise tax the U.S. government
levies on a particular imported good (for
example, steel). It is intended to protect a
specific industry (U.S. steel mills) from foreign
competition. But the protected industry’s

U.S. customers (auto, aerospace and other
manufacturers, plus the consumers who buy

products made with steel) end up paying more.

When consumers spend more for protected
goods, they have less to spend on everything
else. This hurts jobs, wages, and economic
growth. In August 2019, the Tax Foundation
estimated Trump’s tariffs will reduce future
growth by $63 billion over the next 10 years.

JUNE 13, 2019
HARRIET TORRY

TRUMP TARIFFS ARE SHORT-TERM
PAIN WITHOUT LONG-TERM GAIN,
ECONOMISTS SAY*

THE WALL STREET JOURNAL.

LOST
GROWTH

HIGHER PRICES HURT CONSUMERS?®

“The immediate impact will be to raise
prices on consumers...”

Walmart - <

“We’re concerned about tariffs because
they would increase prices on everyday
products for American families.”

® TARGET
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HIGHER PRICES HURT
MANUFACTURER

“U.S. MANUFACTURING STUMBLES
UNDER WEIGHT OF TRADE TENSIONS>¢

LUCIA MUTIKANI
MAY 8, 2019

REUTERS




RETALIATION = COLLATERAL DAMAGE

TRUMP TARIFFS VS.

RETALIATORY TARIFES” @ AGRICULTURE INDUSTRY EFFECTS ON THE

HIT HARD SOYBEAN INDUSTRY

The U.S. government collected $6.7 billion

sm S:fsr: a:‘dtﬁgunm‘{;u:; ;c:rlf:lrsgﬁ.r:‘ue, b:'t Itr China Halts U.S. Agriculture Purchases
pent more el Lo llake) (OChe (e as Trade War Heats Up®

farmers hurt by China’s retaliatory tariffs.

Soybeans ($40B/year) are America’s
second biggest crop.”?

AUGUST 4, 2019 0
Half our exports go to China.”®

Bloomberg )
$1GB _ _ _ _ In ltespons'e to our steel and a!umlnum
China’s exit from US agriculture is a tariffs, China added a 25% tariff on
(2019) devastating blow to a struggling sector™ soybeans.™
AUGUST 6, 2019

e

CNBC

EFFECTS ON THE
PORK INDUSTRY

$;2018) If this Administration isn’t
$6.7B careful, decades of efforts Mexico and China buy 40% of
by our farmers [to open America’s pork exports.”®
new global markets] could
R o SreeL SV et = b ted.” - Each has imposed tariffs on pork,
ALUMINUM TARIFFS FARMERS HARMED BY e wasted. effectively closing off the market.
TO DATE RETALIATORY TARIFFS

- VINCE PETERSON
PRESIDENT, U.S. WHEAT

RETAILIATION
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ESCALATION = MORE COLLATERAL DAMAGE

If you think there’s a strategy behind which products are hit, consider how rashly these decisions get made.

CASE STUDY: ONE DAY IN U.S.-CHINA NEGOTIATIONS'

“TRUMP TO PULL TARIFF
TRIGGER AT MIDNIGHT IN
TRADE-WAR ESCALATION”

“CHINA VOWS
‘IMMEDIATE’ RETALIATION
IF U.S. TARIFFS APPLIED”

Bloomberg

JULY 4-5, 2018

“U.S. PRESIDENT HAS
SAID HE’LL UP ANTE IF
CHINA RETALIATES”

ESCALATION
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LOST OR AT-RISK JOBS DUE TO TARIFFS"
(TAX FOUNDATION, AUGUST 2019)

-79K

TRADE PARTNERS’
RETALIATORY
TARIFFS ON
U.S. EXPORTS

-194K

TRUMP TARIFFS
ON
U.S. IMPORTS

-247K

NEW TARIFFS
PROPOSED BY
TRUMP OR TRADE
PARTNERS

-520K

TOTAL
JOBS LOST
(0]

AT RISK




UNCERTAINTY = DISLOCATION AND DECLINE
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. CAPITAL EXPENDITURES SUB-INDEX

TARIFFS HURT LONG-TERM INVESTMENT"®

Surveys by the U.S. Federal Reserve, Business Roundtable, and others have
found tariffs cause companies to rethink capital investment in the U.S.

BRT ECONOMIC OUTLOOK INDEX
(Q12018 - Q2 2019)
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. CEO ECONOMIC OUTLOOK INDEX

CEO ECONOMIC
OUTLOOK INDEX
(Q2'19)

“This quarter, CEO
plans remained healthy
but decreased, likely
reflecting unease
about the direction of
U.S. trade policy and
uncertain prospects for
global growth.”

BB Business

Roundtable

UNCERTAINTY
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“US-CHINA TRADE
UNCERTAINTY IS ‘THE ENEMY
OF GROWTH, OECD

WARNS AS IT SLASHES

FORECASTS”"
BY HOLLY ELLYATT "
MAY 20, 2019 & A

“A FOREVER TRADE WAR
LOOMS AS TRUMP DEEPENS
BATTLE WITH CHINA”

“Donald Trump’s trade battle with China is starting
to look like a forever war — a quagmire with no
end in sight, no clear path to a resolution and more
potential land mines for an already weakening
global economy.”?°

BY SHAWN DONNAN
AUGUST 5, 2019

Bloomberg




BAD FAITH = FEWER TRADE DEALS

When the U.S. breaks existing deals
under false pretenses, walks away

from multilateral agreements, and
insults foreign leaders, trading partners

grow reluctant to negotiate. These days,
they’re doing deals without us.

When Trump pulled out of the
Trans-Pacific Partnership, the other
11 countries signed the deal without
us. The EU has struck new deals with
Singapore, Vietham, Canada, and
Japan. China’s Regional Economic
Partnership, which could be signed
this year, covers 40% of the world’s
economy — but not the U.S.2

CASE STUDY: U.S. AT THE KIDS’ TABLE WHILE JAPAN CLEANS UP

SIZE OF RECENT AND PENDING TRADE AGREEMENTS?*
(COMBINED GDP OF TRADING PARTNERS — NOT INCLUDING HOME COUNTRY’S GDP)
(IN TRILLIONS, 2019)

JAPAN-E.U. JAP_Qg;CETNA CPTPP JAPAN-U.S.
$18.7 $10.7 $6.1 $21.3

JAPAN

USMCA $3
U.S.-KOREA $1.7

U.S.-JAPAN

uU.s.

KIDS’ TABLE
ON TRADE
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THE RIGHT WAY TO FIX TRADE

There is a better way to do trade deals. Former senior State Department officials Jake Sullivan, Jennifer Harris, and Daniel Baer define four principles that

should guide our approach.??

g
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EMBRACE WRITING
THE RULES

We are good at
writing trade rules and
should embrace the
opportunity to create a
level playing field for all
trading nations.
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EXPAND DEFINITION OF
AMERICAN INTERESTS

We should assess the
impact of potential
trade agreements on
workers, consumers,
and each of the 50
states in addition to the
traditional GDP growth
analysis.
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ENSURE BETTER
ENFORCEMENT

Trade deals must
have teeth or they are
not worth pursuing.
New trade deals must
include a plan to ensure
enforcement.

RIGHT WAY TO

FIX TRADE

INCLUDE A LARGER
PACKAGE FOR
WORKERS

Trade deals need to be
coupled with measures
that will strengthen
wages, benefits, and
skills for American
workers.



IOWA CASE STUDY: TRUMP TRADE WARS
COULD COST IOWA FARMERS OVER $2 BILLION

IOWA'’S AGRICULTURAL EXPORTS#* TARIFFS HURT IOWAN FARMERS

in the exports of In September 2018, lowa State University

pork and soybeans conducted a study on the trade war’s impact on

in the U.S. lowa. It found that tariffs could cost lowans
up to $2.4 billion dollars in the near term.

highest nominal

value of agricultural IOWA ECONOMIC LOSSES DUE TO TARIFFS2

products (MILLIONS OF DOLLARS)

$0
AGRICULTURAL INDUSTRY

-
EXPORT BREAKDOWN, 2016 _

(MILLIONS OF DOLLARS)

-$1000

-$2000
OTHER
CROPS & SOYBEANS
3.24B
LI\;ESSTGOBCK . -$3000
BEST CASE WORST CASE
SCENARIO SCENARIO
-$900M -$2.4B
Il soYBEANsS B LosTLABOR
Il ETHANOL B TAX REVENUE LOSS
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GOVERNMENT BAILOUTS
DISPROPORTIONATELY HELP
WEALTHY FARMERS

The Trump administration announced two
packages of agricultural assistance since the
trade war started. Loopholes have allowed the
richest farmers, business partners, and investors
that have little contact with farms to collect far
more assistance than smaller farm owners.

AVERAGE ASSISTANCE AWARDED?¢

BOTTOM 80% <$5,000

TOP 1% $183,331

- SEN. CHUCK GRASSLEY
(R-1A)

IOWA CASE
STUDY



WISCONSIN CASE STUDY: TARIFFS PRICE HARLEY-DAVIDSON
OUT OF EU, CHINA MARKETS

Harley-Davidson is a $6 billion motorcycle manufacturer headguartered in Milwaukee with plants across the U.S.?® Trump’s trade war has hurt them in two
ways. First, when Trump raised tariffs on imported steel, it made it more expensive for Harley-Davidson to produce motorcycles here in the U.S. Second,
when the EU and China retaliated against Trump’s steel tariffs by adding 25% tariffs on U.S. motorcycles, it made it harder for Harley-Davidson to export
its motorcycles to those markets. Harley-Davidson estimates current U.S. and retaliatory tariffs could cost about $2,200 per bike.

Threatened tariff increases (up to 56%) would shut the company out of markets altogether. To avoid higher prices on imported steel and tariffs from the
EU and China, Harley-Davidson shifted production from the U.S. to Thailand and the EU.?°

TARIFFS ON HARLEY-DAVIDSON
EXPORTS TO EUROPE?*°

EU MOTORCYCLE TARIFF RATES

56%

6%
|

PRE-TRUMP CURRENT ADDITIONAL
(EU RETALIATION TARIFFS
FOR TRUMP TARIFFS  THREATENED
ON STEEL) (2021)

“ONCE A TRUMP FAVORITE,
HARLEY NOW FEELS THE PINCH
FROM TRADE WAR”

“Citing tariffs tied to escalating tension
between Trump and the European Union,
the iconic motorcycle maker will further
retrench its U.S. operations. Bikes destined
for the EU were made less viable by levies
that’ll boost costs for the company by
about $100 million a year.”®

BY GABRIELLE COPPOLA
JUNE 25, 2019

Bloomberg
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APRIL 24, 2019
SHUJI NAKAYAMA

HARLEY-DAVIDSON SHIFTS
BASE FOR CHINA EXPORTS
TO THAILAND

HIKKEI

ASIAN REVIEW

- MATT LEVATICH
CEO, HARLEY-DAVIDSON
EARNINGS CALL, 04.23.19

WISCONSIN
CASE STUDY




ENDNOTES

Trump, Donald. Twitter Post. March 2, 2018, 6:50 a.m. https://twitter.com/
realdonaldtrump/status/969525362580484098?lang=en

York, Erica, Kyle Pomerleau, and Robert Bellafiore. “Tracking the Economic Impact
of U.S. Tariffs and Retaliatory Actions.” Tax Foundation, August 27, 2019. https://
taxfoundation.org/tariffs-trump-trade-war/#enacted.

Ibid.

Torry, Harriet. “Trump Tariffs are Short-Term Pain Without Long-Term Gain,
Economists Say.” The Wall Street Journal. June 13, 2019. https:/www.wsj.com
articles/trump-tariffs-are-short-term-pain-without-long-term-gain-economists-
say-11560440436

“American Steel Index - Update.” Business Forward. July 17, 2018. https:/www.
businessfwd.org/wp-content/uploads/2018/07/7.20.18-Steel-Index.pdf

Mutikani, Lucia. “U.S. Manufacturing Stumbles Under Weight of Trade Tensions.”
Reuters. May 8, 2019. https:/www.reuters.com/article/us-usa-economy/us-
manufacturing-stumbles-under-weight-of-trade-tensions-idUSKCNITW 315

York, Erica, Kyle Pomerleau, and Robert Bellafiore. “Tracking the Economic Impact
of U.S. Tariffs and Retaliatory Actions.” Tax Foundation, August 27, 2019. https://
taxfoundation.org/tariffs-trump-trade-war/#enacted.

Ibid.

“China Halts U.S. Agriculture Purchases as Trade War Heats Up.” Bloomberg. August
4, 2019. https://www.bloomberg.com/news/articles/2019-08-05/china-asked-state-
buyers-to-halt-u-s-agriculture-imports

Rooney, Kate. “China’s Exit from US Agriculture is a Devastating Blow to a
Struggling Sector.” CNBC. August 6, 2019. https:/www.cnbc.com/2019/08/06
china-agriculture-us-economy.html

Weaver, Matthew. “U.S. Wheat on Tariff Turmoil: Patience Starting to Run Out.”
Capital Press. June 4, 2018.
https:/www.capitalpress.com/nation_world/business/u-s-wheat-on-tariff-turmoil-
patience-starting-to-run/article_e574b2cd-7e02-5bc2-88d9-cel6fcb515a4.html

Bort, Ryan. “A Brief Overview of What Trump’s Tariffs Have Wrought.” Rolling Stone.
August 13, 2018.
https:/www.rollingstone.com/politics/politics-news/trump-tariff-effects-708376,

Ibid.
Ibid.

15.
16.

7

18.

19.

20.

AR

22.

258

24,

25,

26.

Ibid.

Mayeda, Andrew. “Trump to Pull Tariff Trigger at Midnight in Trade-War Escalation.”
Bloomberg. July 4-5, 2018.

York, Pomerleau, & Bellafiore. “Tracking the Economic Impact of U.S. Tariffs and
Retaliatory Actions.” Tax Foundation, August 27, 2019. https://taxfoundation.org
tariffs-trump-trade-war/#enacted

“CEO Economic Outlook Index.” Business Roundtable. Q2 2019. https:/www.
businessroundtable.org/about-us/ceo-economic-outlook-index/ceo-economic-
outlook-index-g2-2019

Ellyatt, Holly. “US-China Trade Uncertainty is ‘the Enemy of Growth,” OECD Warns
As It Slashes Forecasts.” CNBC. May 20, 2019. https:/www.cnbc.com/2019/05/20,
us-china-trade-uncertainty-is-the-enemy-of-growth-oecd-warns-as-it-slashes-
forecasts-trade-tensions-between-the-us-and-china-stalled-a-global-recovery-and-
are-continuing-to-endanger-investment-and-gro.html

Donnan, Shawn. “A Forever Trade War Looms As Trump Deepens Battle With China.”

Bloomberg. August 5, 2019. https:/www.bloomberg.com/news/articles/2019-08-05

the-forever-trade-war-looms-as-trump-deepens-battle-with-china

International Monetary Fund. “GDP, current prices.” Accessed October 1, 2019.
https:/www.imf.org/external/datamapper/NGDPD@WEO/OEMDC/ADVEC
WEOWORLD

“Annual State Agricultural Exports Interactive Chart.” U.S. Department of Agriculture
Economic Research Service. 2016.

Sullivan, Jake and Daniel Baer and Jennifer Harris. “Trump Is Partly Right About Our
Trade Deals. He’'s Wrong About How to Fix Them.” Politico, March 15, 2018. https://
www.politico.com/magazine/story/2018/03/15/trump-is-right-about-our-trade-
deals-hes-wrong-about-how-to-fix-them-217642

Balistreri, Edward and Chad Hart and Dermot Hayes et al. “The Impact of the 2018
Trade Disruptions on the lowa Economy.” lowa State University. September 2018.
https:/www.card.iastate.edu/products/publications/pdf/18pb25.pdf

Carr, Donald and Chris Campbell. “USDA Bailout for Impact of Trump’s Tariffs Goes
to Biggest, Richest Farmers.” Environmental Working Group. July 30, 2019. https://
www.ewg.org/agmag/2019/07/usda-bailout-impact-trump-s-tariffs-goes-biggest-

richest-farmers

Karnowski, Steve and Balint Szalai. “Some Big Farms Collect Big Checks from
Trump Aid Package.” Associated Press. July 3, 2019. https:/www.apnews.
com/75df5e7bf56e43df99d091bc4d16a87d

27.

28.

29.

30.

31.

2.

Ibid.

“Harley-Davidson.” Fortune. 2019.
https://fortune.com/fortune500/harley-davidson

Kiley, David. “Harley-Davidson Complains of Trump Tariffs In Reporting Big Sales
Decline.” Forbes. April 23, 2019.
https:/www.forbes.com/sites/davidkiley5/2019/04/23/harley-davidson-complains-
of-trump-tariffs-in-reporting-big-sales-decline/#2610230d6c58

Ibid.

Coppola, Gabrielle. “Once a Trump Favorite, Harley Now Feels the Pinch from Trade
War.” Bloomberg. June 25, 2019. https:/news.bloomberglaw.com/daily-labor-report

once-a-trump-favorite-harley-feels-the-pinch-from-trade-war

Nakayama, Shuji. “Harley-Davidson Shifts Base for China Exports to Thailand.” Nikkei
Asian Review. April 24, 2019.https://asia.nikkei.com/Economy/Trade-war/Harley-
Davidson-shifts-base-for-China-exports-to-Thailand

ENDNOTES



202.861.1270 t ’

S| BUSINESSFORWA

FOUNDATION




	Button 102: 
	Button 71: 
	Page 2: 

	Button 72: 
	Page 2: 

	Button 103: 
	Page 3: 

	Button 104: 
	Page 3: 

	Button 105: 
	Page 4: 

	Button 106: 
	Page 4: 

	Button 107: 
	Page 5: 

	Button 108: 
	Page 5: 

	Button 109: 
	Page 6: 

	Button 1010: 
	Page 6: 

	Button 1011: 
	Page 7: 

	Button 1012: 
	Page 7: 

	Button 1013: 
	Page 8: 

	Button 1014: 
	Page 8: 

	Button 1015: 
	Page 9: 

	Button 1016: 
	Page 9: 

	Button 1017: 
	Page 10: 

	Button 1018: 
	Page 10: 

	Button 1019: 
	Page 11: 

	Button 1020: 
	Page 11: 

	Button 1021: 
	Page 12: 

	Button 1022: 
	Page 12: 

	Button 1023: 
	Page 13: 

	Button 1024: 
	Page 13: 



