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Abstract

This paper draws on trade data, academic literature, government reports, and policy documents to
contextualize historic trade dynamics and trace the buildup to recent disputes. Using a comparative
framework, we analyze how Sino-U.S. and Sino-Canada relations have shaped and continue to shape
agri-food trade flows. Our analysis reveals structural vulnerabilities in U.S. and Canadian agricultural
exports to China, emphasizing how reliance on a narrow set of commodities exposes both countries
to economic losses resulting from China’s trade policies. Simultaneously, China’s dependence on a
limited number of suppliers for large volumes of key commodities makes it vulnerable to price volatility
and supply uncertainty.
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1. Introduction

1.1. Background and Rationale

As the global population grows, international trade is crucial for meeting rising demand for
agricultural commodities, especially in resource-constrained countries like China, which must
feed 20% of the world’s population with less than 9% of global cropland and 6% of freshwater.
Limited domestic production has made China the world’s largest food importer, with its
agricultural trade deficit growing at an average annual rate of 26.1% from 2005 to 2024 (author's
calculations based on Statista data). This dependence on imports for key commodities such as
soybeans, cereals, and livestock heightens vulnerability to global market fluctuations, where price
volatility can strain domestic capacity, risk food shortages, and fuel inflation. This paper examines
how these trade flows become entangled with geopolitics—defined here as the weaponization of
trade for diplomatic leverage within broader strategic competitions.

Given China’s growing food imports, reliable trade partners are crucial to its push for food
security. The Chinese government has emphasized the need to build a diversified food supply
system, particularly in the rising geopolitical tensions between China and the United States.
These tensions have raised concerns about the stability of long-standing trade relationships with
the U.S. and other trading partners, prompting Chinese policymakers to explore alternative

sourcing strategies and deepen ties with other exporters, including Canada. This paper selects
the United States and Canada for a comparative case study because they represent a
"most similar systems" design with critically divergent political relationships with China.
Both are major, developed North American agricultural exporters with advanced farming
sectors, competing in similar commodity markets such as soybeans, wheat, and meat
(Appendix Table A1). They are deeply integrated through trade agreements (e.g., USMCA)
and share similar legal and economic traditions. This similarity in their export profiles and
economic structures makes the stark differences in their political dynamics with China
analytically revealing.

Appendix Table A1 About Here

The core distinction lies in their geopolitical posture. The U.S.-China relationship is
characterized by direct strategic and economic competition. The United States, as the
incumbent superpower, engages with China proactively, often initiating trade disputes and
tariffs as part of a broader strategy to manage China's rise and address perceived unfair
trade practices. This dynamics makes agricultural trade a central front in a bilateral great-
power contest.

In contrast, Canada's relationship with China is largely shaped by its complex
interdependence with and alighment to U.S. foreign policy. While Canada pursues its



own economic interests with China, its geopolitical stance is often derivative. It becomes
entangled in U.S.-China conflicts not by direct choice, but as a consequence of its alliance
obligations and legal treaties with the United States (e.g., the extradition treaty). This
positions Canada as a secondary, often more vulnerable, target for Chinese retaliation
aimed at pressuring Washington. Thus, comparing the two allows us to isolate and analyze
how different modes of geopolitical engagement—direct rivalry versus alliance-driven
entanglement—shape the weaponization of agricultural trade.

1.2. Research Methodology
This article examines trends and evolving dynamics of agricultural trade between China and its

two major North American trading partners, the United States and Canada. The analysis draws
primarily on bilateral trade data from the United Nations (UN) Comtrade Database, focusing on
agricultural commodities as defined in Annex 1 of the World Trade Organization’s Agreement on
Agriculture (Appendix Table A2). To complement the quantitative analysis, this study
incorporates academic literature, government reports, and policy documents to contextualize
long-term trade patterns and the geopolitical factors shaping them. By combining trade data with
policy analysis, the paper offers a comparative perspective on how ongoing trade disputes have
influenced the agricultural trade and diplomatic relationships between China and two key North
American exporters.

Appendix Table A2 About Here

2. Literature Review

2.1. China’s Trade Agreements and Agriculture: A Historical Perspective

Since the latter half of the 20th century, the global economy has become increasingly
interconnected, driven in part by the creation and expansion of the General Agreement on Tariffs
and Trade (GATT). The legal framework, first established in 1947, sought to promote
international trade by reducing tariffs and non-tariff barriers such as quotas, price controls, and
export restrictions. The GATT facilitated a wave of bilateral and regional trade negotiations across
diverse nations, including those that had historically pursued a protectionist approach to trade
policies. The integration of the world economy, in turn, raised global living standards, providing
opportunities for developing countries to leverage trade for economic development.

Despite being one of the original contracting parties to the GATT, China’s status was
deactivated in 1950 following the establishment of the People’s Republic of China (PRC) (Sapir &
Mavroidis 2021). In the years that followed, Western countries imposed a blockade and trade
embargo on China, effectively suspending its participation in the global trading system for the
next three decades. During this time, China prioritized self-sufficiency over international


https://cepr.org/voxeu/columns/china-and-wto-two-systems-meet
https://cepr.org/voxeu/columns/china-and-wto-two-systems-meet

engagement, pursuing rapid industrialization and a shift away from its agrarian roots. Trade was
largely limited to exchanges with the Soviet Union and other like-minded socialist allies, focused
primarily on acquiring industrial machinery and technological expertise, which facilitated its
production and trade of industrial goods after its entry into the World Trade Organization (WTO)
in 2001.

China’s economy remained heavily reliant on agriculture during these three decades, with
the sector employing approximately 75% of the labour force and contributing around 30% of total
output in 1977 (Cheremukhin et al. 2015). Despite industrial progress, China lagged behind Asian
peers like Japan and South Korea, which had leveraged global trade and technology for rapid

growth. To accelerate transformation, China launched late-1970s reforms, shifting from a
planned to a market-oriented economy and opening to globalization. Key steps included rejoining
the World Bank and IMF, allowing foreign investment, and gradually liberalizing trade with
Western nations.

China formally applied to resume its status as a member state under the GATT in 1986,
with accession negotiations commencing the following year. After 20 rounds of talks, China and
the incumbent GATT members failed to reach an agreement by 1995, when the World Trade
Organization (WTO) succeeded the previous agreement. A major point of contention was China’s
socialist market economy system, which differed fundamentally from the liberal economic
regimes of the prominent incumbent members (Mavroidis & Sapir 2019). After another 18

rounds of negotiations under the WTO, an agreement was reached on the terms of China’s
accession. A breakthrough was ultimately achieved in 2001, marking a turning point in China’s
integration into the global economy and leaving lasting implications for international trade (Sapir
& Mavroidis 2021). In the following years, China underwent a dramatic structural transformation,
characterized by a large-scale reallocation of labour from agriculture to non-agricultural sectors
(Cheremukhin et al. 2015). Under the terms of the agreement, China agreed to bind its
agricultural tariffs at relatively low levels compared to many other developing countries and to

implement tariff rate quotas on several key agricultural commodities. These market-opening
measures, particularly the reduction of average agricultural tariffs from 31% to 14% in the early
2000, exposed China's domestic farmers to international competition. For land-intensive
commodities like soybeans, where China held a comparative disadvantage due to limited arable
land and smaller-scale farming, cheaper imports surged in, displacing domestic production and
fundamentally reshaping its agricultural sector, reflecting China’s waning comparative advantage
in the sector. (Wang et. al. 2016).

Since joining the WTO, China has transitioned from a net exporter of agricultural products
to the world’s largest import market, reaching a net trade deficit of over USD 112 billion in 2024
(about 20 billion with US, 6 billion with Canada, Appendix Figure 1). Simultaneously, China
has become a manufacturing powerhouse, leveraging low-wage labor and economies of scale to
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dominate global markets. Therefore, while China has grown reliant on Western nations for key
agricultural commodities, these countries have become dependent on China for manufactured
consumer goods. This trade specialization, though economically largely beneficial to all parties,
has also revealed vulnerabilities as trade becomes increasingly entangled with geopolitical
tensions.

Appendix Figure 1 About Here

2.2. Agricultural Trade, Industrialization, and Comparative Advantage

According to neoclassical trade theory, countries are incentivized to export goods in which a
production cost advantage exists and import those that are more costly to produce domestically.
The Heckscher-Ohlin (H-O) theorem extends this notion of comparative advantage by attributing
trade flows to uneven geographic distribution of productive resources, positing that countries
export final goods that can be produced using inputs that they hold in relative abundance. In the
early stages of China’s economic reforms in the late 1970s, the country possessed a comparative
advantage in resource- and labour-intensive products, including processed foods such as fruits,
vegetables, and grains, as well as crude materials, manufactured materials, and finished
manufacturers. Using the revealed comparative advantage (RCA) index, Yue and Hau (2002) find
that China’s comparative advantage was most pronounced for processed foods in 1980, reflecting
the country’s vast agricultural workforce and production capacity at the time. Consistent with the
predictions of the H-O theorem, agricultural goods and commodities accounted for a sizeable
proportion of China’s exports, sitting around 33% of total trade in 1980 (Carter & Rozelle 2001).

By the turn of the century, China’s RCA index in manufactured materials had grown
substantially (Yue & Hau 2002). Trade liberalization and China’s accession to the WTO in 2001
facilitated the inflow of foreign direct investment, advanced technologies, intermediate goods,
and capital equipment (Brandt et al. 2016). These developments significantly strengthened
China’s industrial capabilities, with the country’s industrial production index reaching a record
high of 23% in 2004, which fueled rapid economic growth, making it the fastest-growing economy
in the early 2000s. (CEIC 2025).

However, this industrial transformation came with significant costs to the agricultural
sector. As the country prioritized industrial investment, agriculture received comparatively less
attention. Beginning in the mid-1990s, accelerated urban reforms spurred large-scale rural-to-
urban migration, leading to a steady decline in the agricultural workforce. Furthermore, China's
fundamental constraint of limited arable land became more pronounced. With less than 0.1
hectares of arable land per capita—significantly below the global average—China could not
compete on cost or scale with major exporters like the U.S. and Brazil in land-intensive crops
(Samuel M., et. al. 2024). Most smallholders who remained in rural areas continued to rely on
household-based farming, with limited integration into commercial markets beyond basic input
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and output exchanges (Zhang & Mu 2024). As a result, the share of agriculture in China’s total
trade fell to just 7% by 1999, reflecting a marked departure from earlier export patterns (Carter
& Rozelle 2001). This shift also increased China’s dependence on agricultural imports to meet
growing domestic food demand, contributing to a notable decline in national food self-sufficiency
(Liu et al. 2024).

This increasing reliance on agricultural imports reflects deeper structural shifts in both
supply and demand. On the demand side, sustained income growth, rapid urbanization, and
changing dietary preferences have significantly altered consumption patterns. As households
become wealthier and more urbanized, diets have shifted away from traditional staples toward
more resource-intensive and diverse foods, including meat, dairy, edible oils, and processed
products (USDA 2020). This surge in demand for meat, in particular, has directly driven the need
for protein-rich animal feed, for which soybeans are a critical input. This creates a direct causal
link between changing Chinese diets and the massive imports of soybeans from the U.S. and Brazil,
and canola from Canada. This surge in demand has outpaced the capacity of domestic production,
especially as structural reforms in the agricultural sector lag behind those in the industrial sector.

2.3. Trade Contflicts
The prevailing consensus among economists is that trade generate mutual benefits for

participating countries. China serves as a compelling example, as its accession to the WTO
catalyzed rapid economic growth, largely driven by industrial specialization. China’s trading
partners have also reaped significant gains, benefiting from access to its vast consumer base and
rising demand, as well as an abundant supply of inexpensive industrial goods. It may seem
paradoxical, then, that the United States and other western countries have increasingly lodged
complaints against China at the WTO, leading to heightened trade tensions and the imposition of
new trade barriers. Most notably, President Donald Trump’s first U.S. administration launched a
trade war with China in 2018, which escalated during his second term, deepening the economic
rift between the two powerful countries.

Escalating tensions underscore the limitations of neoclassical economic theory in fully
explaining real-world trade dynamics. Traditional models emphasizing comparative advantage
and market efficiency often treat trade as an apolitical activity driven by cost differentials and
consumer preferences. However, the China-U.S. trade war illustrates that trade decisions are not
solely guided by economic rationality, suggesting that strategic and geopolitical considerations
play a central role in shaping trade policy.

Economists have sought to address the limitations of purely market-based trade models
by incorporating political factors into analyses of international trade. The Stolper-Samuelson
theorem, derived from the H-O framework, provides insight into domestic preferences for
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protectionist policies. It posits that trade liberalization benefits the owners of a country's
abundant factors of production, while harming those reliant on its scarce factors.

These distributional dynamics help explain the political backlash to China’s WTO
accession in the United States. Labor unions representing manufacturing and industrial
workers—groups reliant on labour-intensive manufacturing industries—were particularly
opposed, anticipating that exposure to low-cost Chinese imports would lead to widespread job
displacement. Their fears were not unfounded. In the decade following China’s accession, the
ballooning China-U.S. trade deficit is estimated to have cost approximately 2.7 million American
jobs, primarily in the manufacturing sector (Scott 2012). These domestic pressures sparked
growing political momentum for protectionist trade policies.

Some scholars contend that the China-U.S. trade war, while partly driven by rising
protectionist sentiment in the United States, also reflects broader geopolitical tensions within the
multilateral trading system (e.g., Mattoo & Staiger 2019). At the time of China’s accession to the

WTO in 2001, the United States held a dominant position in shaping global trade norms and
decision-making processes. However, China’s unprecedented economic growth and expanding
international influence—exemplified by initiatives such as more recent the Belt and Road
Initiative (BRI) and extensive state-backed investments abroad—have significantly shifted the
global balance of power. Viewed through this lens, the trade war may be interpreted not merely
as a response to trade imbalances but as a strategic effort by the United States to contain China’s
economic ascent and curb its influence in global trade and global governance.

3. China-U.S. Agricultural Trade

3.1. America’s Soybean Specialization

As a condition of WTO membership, China was required to undertake notably stringent protocol
commitments, which were particularly advantageous for U.S. businesses, especially in the
agricultural sector, by expanding access to China’s rapidly growing consumer market. In
particular, China agreed to implement a tariff-rate quota (TRQ) system, reducing tariff rates to
near zero for key agricultural commodities up to specified import volumes (Lardy 2001). In
addition, it committed to limiting the operation of state trading enterprises, eliminating quotas
that had previously constrained certain imports, and bringing the average tariff level from 31% to
14% for farm products (Glauber 2023). As a result of these liberalization measures, U.S.
agricultural exports to China rose sharply, reaching over USD 26.2 billion in 2024, growing at an
average annual rate of 14.5% since 2001.

While China’s rise in agricultural imports has significantly benefited the United States, the
gains have been concentrated in a relatively narrow set of products. Soybeans, in particular,
experienced a surge in trade following liberalization, as restrictions on state trading enterprises
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were eased, curbing their monopoly and allowing for commercial importers to buy foreign
products (Glauber 2023). Since 2001, soybeans have consistently ranked as the top U.S.
agricultural export to China, accounting for approximately 45.4% of agricultural exports to the
country in 2004, increasing slightly to 45.8%, valued at USD 12.0 billion, by 2024 (Appendix
Table A3). This dominance reflects both the United States’ large-scale soybean production and
China’s rising demand, which has grown at an average annual rate more than four times the global
average. The vast majority of these imports are destined for crushing into meal, serving as a
critical protein source for China’s expanding livestock industry (Glauber et al. 2025).

Appendix Table A3 About Here

Over the past 25 years, growth in U.S. agricultural exports to China has driven China’s
share of total U.S. agricultural exports from 4% to 15%. This growth has coincided with a decline
in the share of exports to traditional partners, including the European Union and Japan, resulting
in a more concentrated set of export destinations (USDA 2025). While China ranks behind Canada
and Mexico in overall export share, its importance is amplified by its dominance in key commodity
markets, particularly soybeans and other bulk agricultural goods. This growing reliance on China
has created a structural vulnerability for U.S. farmers, who have become increasingly dependent
on export markets to sustain prices and revenues. In 2022, the Economic Research Service
estimated that every dollar of agricultural export generated an additional 1.09 USD in economic
activity (USDA 2025). As a result, disruptions in trade with China pose risks at the macro-level.

3.2. Trade War, Agricultural Commodities, and Leverage

The China-U.S. trade war was not centred on agriculture but significantly affected the sector. In
2018, the Trump administration imposed sweeping tariffs on USD 84 billion in Chinese goods,
including machinery, mechanical appliances, and electrical equipment, under the pretext of
protecting American innovation. After failed attempts to ease trade tensions, Chinese officials
retaliated by targeting billions of dollars’ worth of U.S. exports, focusing on agricultural
commodities and food products. Tensions intensified further in 2019, as the Trump
administration introduced additional rounds of tariffs, prompting successive waves of Chinese
retaliation that further impacted agricultural trade (Bown & Kolb 2025).

China weaponized food as a foreign policy instrument, inflicting significant economic
pressure on the United States. By the end of 2019, these measures had resulted in an estimated
USD 25.7 billion in lost agricultural exports, , with soybeans accounting for nearly 71% of the total
losses (Morgan et al. 2022) (Morgan et al. 2022), dropping export value by more than 49%
between 2017 and 2018. Since then, U.S. soybean exports to China have remained below their
pre-trade-war (2017) peak. While the United States held roughly 40% of the soybean market share
throughout most of the 2010s, this share has fallen to just over 20% by most recent estimates,
while Brazil’s share surged from 40% to over 70% (Appendix Figure 2). As Chinese importers
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shifted away from U.S. products in favour of other suppliers, American farmers sought alternative
export markets to sustain trade volumes, turning to Mexico, the Netherlands, and Egypt. Midwest
states such as Iowa, Illinois, and Kansas were hit particularly hard due to their heavy reliance on
targeted commodities such as soybeans, cotton, and sorghum exports. To mitigate the economic
impact, the U.S. government rolled out a series of relief programs, providing farmers billions of
dollars in emergency aid. These bailouts, however, faced criticism for disproportionately
benefiting large, industrial-scale operations, while smaller farms continued to struggle (Carr et al.
2019). Midwest farmer bankruptcy filings were up 19% in 2018, corresponding to the highest
filings in the last decade (Newton 2019).

Appendix Figure 2 About Here

On the other hand, food security has long been a priority of China’s policy agenda, and the
trade war with the United States accelerated its push to diversify agricultural imports. As China
raised tariffs on American products, it simultaneously lowered import duties from other partners
to incentivize domestic importers to shift towards alternative suppliers. By mid-2019, China had
raised tariffs on U.S. farm products and fish exports to an average of 42%, while simultaneously
reducing average duties on imports from other nations to 19%. China’s tariff gap was particularly
pronounced in soybean markets, wherein U.S. exports were subject to a 28% tariff while other
imports entered under the standard MFN rate of only 3% (Bown et al. 2019). Brazil capitalized on
China’s pivot from U.S.-produced soybeans, pushing its share of China’s soybean imports to a
peak of 75.7% (Appendix Figure 2).

While China’s weaponization of food imports significantly harmed American agriculture,
it also came with substantial costs for China. Quickly securing alternative suppliers led to market
inefficiencies and higher costs. In favouring Brazilian soybeans, surging demand pushed prices

up by roughly one USD per bushel within the first five months of the trade war (Adjemian et al.
2021). Similar pressures emerged in meat markets. China’s tariffs on American pork coincided
with an African Swine Fever outbreak that drastically reduced the domestic supply, compounding
price pressures. Pork prices surged 110% year-over-year by November 2019, causing consumers
to shift to other forms of protein. As demand rose for beef, mutton, chicken, duck, and eggs, the
prices of these alternatives rose by between 11.8% and 25.7% over the same period. Altogether,
China’s tariffs on U.S. food products were passed onto Chinese consumers, as consumer inflation
was up 4.5% (Tan 2019).

The 2018 China-U.S. trade war had significant consequences for both countries, triggering
a downturn in U.S. agriculture and disrupting China’s import flows. Acknowledging the mutual
costs, both sides negotiated the “Phase One” trade agreement in 2020, under which China
committed to purchasing an additional USD 80 billion worth of U.S. agricultural goods over the
next two years (Bown & Kolb 2025). China only reached 82% of its goal for 2020, with soybean
imports particularly underperforming at just 73% of its commitment (Bown 2021). Nevertheless,
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tensions largely eased until the start of Trump’s second term, when a 10% tariff was imposed on
all Chinese imports. In response, China retaliated with tariffs on key U.S. agricultural goods,
prompting Trump to threaten further tariff hikes of up to 145%, but ongoing negotiations have
prevented escalation thus far. At the time of writing, both countries maintain a uniform 10% tariff
on all bilateral trade (Bown 2025).

3.3. Asymmetries and Future Considerations

The asymmetrical U.S.-China trade relationship creates strategic vulnerabilities, highlighted
during the first Trump administration when the U.S. trade deficit drove tariffs and the Phase One
Agreement. This deal pushed China to buy more U.S. agricultural products, temporarily boosting
exports but increasing U.S. dependence on China for a narrow set of commodities. Paradoxically,
efforts to reduce the deficit have heightened U.S. exposure to future trade disputes, giving China
leverage through its control over agricultural imports.

This dynamic also risks China, whose growing dependence on the United States exposes it
to supply-side vulnerabilities. Structural constraints, including urbanization, climate change,
pollution, and soil degradation, limit China’s ability to expand domestic production, particularly
of land-intensive commodities like soybeans. Reflecting these pressures, China’s total arable land
has steadily declined since 2010, falling from 121.4 million hectares to just 108.9 million
according to the most recent estimates (WTO 2022). Simultaneously, the rapid growth of China’s
middle class has accelerated demand for meat, further driving up the demand for soybeans and
other feed crops. According to the Ministry of Agriculture and Rural Affairs (2022), producing

soybeans in China costs 1.3 times more than in the United States while yielding only 40% of
American output. This cost disadvantage translates directly to Chinese consumers, who pay
roughly 44% more for domestically grown soybeans than imported products (Kong et al. 2024).
This growing imbalance between domestic supply and consumption reduces China’s flexibility in
trade negotiations with the United States, as it relies heavily on stable agricultural imports to
safeguard its food security.

Recognizing imbalances between domestic production and consumption, China has
pursued a supply diversification strategy to reduce its dependence on select import sources. These
efforts intensified after the 2018 trade war, reflecting growing concerns over food security and the
risk of future tariffs or trade disruptions. In particular, China has strengthened relations with
countries in Latin America and Africa through free trade agreements, securing viable alternatives
for key imports, including soybeans, pork, and wheat (Tortajada & Zhang 2021). With the

development of new trade routes under the BRI, trade with a broader set of partners is expected
to continue expanding. However, these policies have yet to meaningfully alter China’s
concentrated reliance on a small number of dominant suppliers.
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4. China-Canada Agricultural Trade

4.1. Evolution of Canada’s Exports to China

Since the early 2000s, U.S. agricultural exports to China have been dominated by bulk
commodities like soybeans, cotton, and grain sorghum, making up about 70% of exports until the
2018 trade war. Canada’s exports, by contrast, have been more diversified, with bulk goods
forming a smaller share and greater reliance on semi-processed and processed products such as
oil-cakes, raw hides, and edible offal. This diversification has helped Canada offset declines in
bulk exports over time. During periods when the value of bulk exports declines, Canada has shown
greater capacity to offset losses through growth in these areas (Appendix Figure 3).

Appendix Figure 3 About Here

Canada’s primary bulk exports to China have shifted notably over the past two decades,
gradually transitioning away from a wheat-dominated profile. As one of the world’s top wheat
producers, Canada has historically ranked wheat and meslin as its leading agricultural exports to
China by a sizable margin. However, the relative importance of these commodities has gradually
declined over time, primarily influenced by China’s domestic grain self-sufficiency policies. In the
late 1990s, China announced a 95% grain self-sufficiency target as the foundation of its food
security strategy. The government implemented a system that held provincial leaders accountable
for stabilizing local markets to meet this goal. This policy was largely effective through the early
2000s, leading to expansion of grain-sown areas, increased total production, and a reduced
dependence on grain imports. By keeping its grain import volumes consistently below TRQ levels
(Gale 2021), the share of Canada’s wheat in total agricultural exports dropped from nearly half in
2004 (46.5%) to just 12.1% two decades later (Appendix Table A3).

Despite China’s push for self-sufficiency, the U.S. and Canada have long competed for its
wheat market. Canada led in the early 2000s, but U.S. wheat surged in the 2010s as China eased
self-sufficiency targets, supplying 67.7% of imports by 2013 (Appendix Figure 4). Canada
regained prominence during U.S.-China trade tensions in the late 2010s, peaking at 54.9% as
China reduced wheat imports and diversified Agri trade. With declining wheat demand, Canadian
exporters shifted to canola, boosted by early 2000s investments in high-yield hybrids that doubled
production by 2006. Now a key crop, 80—90% of Canada’s canola is exported—mainly to China,
Japan, and Mexico—and competes globally for its high quality.

Appendix Figure 4 About Here

Since the mid-2000s, canola seeds have been Canada’s top agricultural export to China,
though geopolitical tensions and quality concerns have repeatedly disrupted trade. Diplomatic
strains, such as China’s rebuke after Prime Minister Stephen Harper met the Dalai Lama in 2007,
often coincided with reduced demand or trade barriers. China also raised concerns over pests like
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blackleg, prompting Canada to work with Chinese officials on disease mitigation. A 2012
agreement improved market access, and in 2016, Prime Minister Justin Trudeau secured
continued access, with both countries committing to joint scientific research to address quality
issues.

The politicization of the canola trade reached a climax in 2018 following the arrest of
Huawei CFO Meng Wanzhou by Canadian authorities at the request of the United States, on
charges related to alleged violations of U.S. sanctions against Iran. Although China’s government
did not officially frame its response as retaliation, it effectively weaponized agricultural trade by
banning canola seed imports from two of Canada’s largest exporters, Richardson International
and Viterra. Their licenses were suspended on the pretext of sanitary concerns; however, Public
Safety Minister Ralph Goodale claimed that China failed to provide evidence to validate these
accusations. In response, Canada launched a formal trade dispute at the WTO, arguing that
China’s restrictions violated WTO obligations and represented an example of agricultural trade
being used as a tool of diplomatic coercion. In the short run, the Canola Council of Canada (2021)
estimated that the dispute resulted in estimated losses of between CAD 1.5 and 2.4 billion in the
year following the imposition of the bans.

In 2021, Meng Wanzhou was released from detention in Canada following a deferred
prosecution agreement with U.S. authorities. This progression was largely perceived as a de facto
swap for Michael Spavor and Michael Kovrig, two Canadians detained in China on espionage
charges shortly after Wanzhou'’s arrest (BBC 2021). Following the resolution of the dispute, China
lifted its three-year ban on canola imports from Richardson International and Viterra (CBC
2022); however, the improvement in diplomatic relations proved short-lived. In late 2024,
Canada followed the lead of the United States in imposing an additional 100% surtax on Chinese-
made electric vehicles, prompting swift and damaging retaliatory measures from Beijing. In early
2025, China imposed sweeping 25% tariffs on more than USD 2.6 billion worth of Canadian
agricultural and food products, with canola once again becoming a primary target (Cash et al.
2025).

4.2. Canadian Trade Dependencies

Both Canada and the U.S. face Chinese tariffs and trade barriers, but Canada is less vulnerable
due to its more diversified agricultural exports. The U.S., by contrast, relies heavily on soybeans—
around 60% of its exports to China—making it more exposed to targeted trade measures. By
comparison, Canada’s leading agricultural export to China, canola, has made up roughly 35% of
its exports over the past decade, reflecting a more balanced export composition. This lower
concentration means that adverse trade measures affecting canola, while impactful, are less likely
to cause disproportionately large economic disruptions relative to the overall agricultural sector.
Furthermore, when examining the top five agricultural exports to China, Canada’s combined
share of these key commodities has consistently been lower than that of the United States
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(Appendix Table A3). This suggests that Canadian exports are distributed more evenly across
a wider range of secondary products, which enhances resilience by reducing dependency on a
small number of crops.

To quantify export diversification, Appendix Figure 5 presents the Herfindahl-
Hirschman index (HHI) for agricultural exports to China, which assigns greater weight to
products with larger share values. An HHI above 0.25 generally indicates a high level of
concentration, or a low level of export diversification, represented by the grey shaded area in the
figure. Evidently, U.S. agricultural exports to China have remained highly concentrated for most
periods since China’s accession to the WTO in 2001, consistently exceeding this benchmark. In
comparison, Canada’s agricultural exports generally reflect a more diversified profile, with HHI
values typically falling well below the 0.25 threshold, indicating unconcentrated to moderately
concentrated trade. However, Canada’s periods of elevated concentration have historically
coincided with similar spikes in the United States, often driven by shared external factors such as
shifts in Chinese demand or broader trade disruptions.

Appendix Figure 5 About Here

4.3. Sanitary and Phytosanitary (SPS) measures

This is a critical and highly relevant point in international trade, particularly concerning
trade with China. Examples include restrictions on meat treated with certain growth
hormones, limits on pesticide residues on fruit, and bans on agricultural products from
regions with specific animal diseases. While essential for public and ecological health,
SPS measures can be easily disguised as protectionist tools because they are inherently
technical and can be justified with selective or questionable science.

Historical precedents of politicized SPS measures include the "Canola Dispute" with
Canada, the "Pork and Soybean Tariffs" with the U.S., and the generic and opaque
rejections.

For the U.S. and Canada, prioritizing clear, science-based SPS protocols in negotiations
with China is a defensive necessity. It is a direct response to a pattern of behavior where
trade in essential agricultural commodities has been weaponized for political leverage. By
institutionalizing a process that forces disputes into the open and judges them on
scientific merit, they can protect their economic interests, de-escalate political tensions,
and champion a more stable and predictable trading system. Failure to do so leaves their
most vital export sectors vulnerable to the whims of geopolitical friction.

5. Discussion and Policy Implications
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5.1. America’s Changing Approach to Trading Relationship with China

While China-U.S. trade relations have garnered increasing media attention in recent years due to
rising political tensions, the relationship has always been deeply rooted in politics. Formal
diplomatic ties between the two nations were established in 1979, not solely as an economic
gesture, but as a strategic move by the United States to counter the growing influence of the Soviet
Union (Kim & Hammersmith 1986). In adopting a more conciliatory policy toward China, the U.S.

granted China Normal Trade Relations (NTR) status on a conditional basis, allowing Chinese
exporters to access the U.S. market at lower Most Favoured Nation (MFN) tariff rates. Until China
acceded to the WTO in 2001, these preferential rates were subject to annual congressional renewal,
creating persistent uncertainty for Chinese exporters. Periodically, political and human rights
concerns in the U.S. led to renewed scrutiny of the trade relationship and calls for economic
sanctions (CRS 2025).

In the early 2000s, a prevailing belief among U.S. policymakers was that China’s
integration into the global economy would yield significant strategic and economic benefits for
the United States (Kirchner 2022). In a speech ahead of the WTO accession vote, President Bill
Clinton advocated for deeper China-U.S. engagement before the Congress, arguing that China’s
participation in the global trading system would help move the country “faster and further in the
right direction” (IATP 2000). Formal entry into a rules-based system was expected to accelerate
China’s economic transformation, encouraging a shift away from state socialism toward a more
market-oriented model. At the same time, U.S. officials hoped that deeper integration would
incentivize China to become a more “responsible stakeholder” in the international community, a
stakeholder that would gradually embrace human rights, pluralism, and broader social
liberalization (Kirchner 2022).

Since the mid-2000s, China has increasingly adopted practices that challenge America’s central
role in the global economy. Technological competition has become a focal point of China-U.S.
tensions, particularly in emerging sectors such as semiconductors, 5G networks, and artificial
intelligence (Zhang 2024). However, WTO rulings have rarely resulted in the outcome desired by
the United States, prompting President Donald Trump to repeatedly threaten U.S. withdrawal
from the organization, citing its inability to curb China’s unfair trade practices (Bown & Irwin
2018). The coercive use of tariffs marks a significant departure from the previous norms of
diplomatic trade relations between the two nations. While both the U.S. and China have
historically used tariffs to protect domestic industries, such measures were applied non-
discriminately per the MFN principle. During the trade war, the United States weaponized tariffs
as a bargaining tool, deliberately imposing economic pressure on China and other countries to
compel concessions and reduce trade barriers. In response, China implemented retaliatory tariffs
out of strategic necessity, targeting U.S. agriculture to maximize economic impact and reduce
American leverage at the negotiating table.
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In retrospect, the United States has largely backed itself into a corner in its trade
relationship with China. While the initial strategy of using tariffs and aggressive trade measures
was designed to coerce concessions, it has instead accelerated China’s efforts to reduce its
dependence on U.S. imports. The agricultural trade imbalance that once served as a source of
American leverage is eroding, as China has diversified its suppliers and fortified its own export
strengths in high-value manufacturing. Indeed, China has growing surpluses in critical products,
including smartphones, laptops, and lithium-ion batteries. These high-demand goods have
strengthened China’s export leverage, as reflected in the White House’s decision to exempt them

from tariffs during the most recent trade measures (DiPippo & Lenain 2025).

5.2. Canada’s Changing Approach to Trading Relationships with the U.S. and China
Canada and the U.S. have enjoyed a mutually beneficial relationship, sharing extensive borders,

defence and national security partnerships, and trade agreements. Since the implementation of
free trade in 1988, the two countries have built one of the world's most significant bilateral trade
relationships. Removing tariff and non-tariff barriers under successive trade agreements has
fostered greater economic integration across North America, particularly through interconnected
supply chains in the automotive, energy, and agricultural sectors. In the following decades,
Canada expanded trade under WTO frameworks, grew exchanges with China, and formed new
partnerships with Europe and the Pacific. However, it has remained heavily reliant on the United
States as its dominant trading partner.

Hale (2020) argues that this deep economic interdependence has often limited Canada’s
flexibility in shaping its international policy, as Canadian decisions must frequently align with
broader U.S. economic and political interests. As demonstrated throughout this article, much of
the recent intertwinement between agricultural trade and geopolitics between China and Canada
can be traced to Canada’s alignment with U.S. priorities. The arrest of Huawei CFO Meng
Wanzhou was carried out at the request of U.S. authorities, an act that ultimately embroiled
Canada in the escalating U.S.-China rivalry. Nelson Wiseman (2018) asserts that China’s decision

to target Canada rather than the U.S., despite the extradition request originating from
Washington, was a strategic choice to avoid direct confrontation with the United States while
sending a forceful message. This dynamic has resurfaced in implementing tariffs on Chinese
electric vehicles, where Canada once again followed the lead of the United States and subsequently
faced retaliatory measures from China.

Canada’s economic gains from interdependence with the United States have diminished
as relations grow increasingly strained, particularly under the Trump administration’s unilateral
trade measures, including sweeping 25% tariffs on Canadian imports and successive rounds
targeting steel and aluminum in early 2025. This breakdown in economic cooperation has pushed
Canada to prioritize trade diversification, removing domestic trade barriers and strengthening ties
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with partners like the European Union and U.K.. Recalibrating relations with China, however,
remains complex; Prime Minister Mark Carney has cautiously balanced economic interests with
national security concerns, citing alleged election interference and Arctic ambitions (Ha, 2025).
Nonetheless, Carney has maintained regular communication channels with China, viewing them
as crucial for easing tariffs and trade barriers on Canadian agricultural exports.

In light of the above analysis and findings, we offer the following policy implications for the
key actors involved.

5.3. For the United States

The U.S. should pursue a dual-track strategy that acknowledges the reality of strategic
competition while safeguarding its agricultural sector. First, it should proactively support
market diversification for its farmers. This includes expanding trade agreements with
partners in Southeast Asia (e.g., the Indo-Pacific Economic Framework), Latin America,
and Africa to create alternative outlets for commodities like soybeans and pork. Second,
federal support programs should incentivize production flexibility and on-farm risk
management rather than simply providing disaster relief after a trade shock. Third, in future
negotiations with China, the U.S. should prioritize the establishment of clear, science-
based protocols for resolving SPS disputes to prevent them from being used as political
tools. Finally, investing in agricultural innovation and infrastructure is crucial to
maintaining a long-term competitive edge against other major exporters like Brazil.

5.4. For Canada

Canada's experience demonstrates that even a country without a broad trade conflict with
Chinais vulnerable to targeted retaliation. Its policy response must therefore be nuanced.
A primary objective should be to reduce the concentration of its canola exports by
deepening trade ties with other large importers in Europe and developing new markets in
South Asia. Diplomatically, Canada must continue to engage China through multilateral
forums and bilateral dialogues, but do so from a position of principle. As Canada moves
away from U.S. geopolitical influence, Canada should consider eliminating existing tariffs
on Chinese EVs as a possibility to restore Canada-Sino relations. Strengthening the
capacity of its food inspection agency (CFIA) to proactively address and transparently
communicate SPS issues can help pre-empt future non-tariff barriers. Domestically,
policies should encourage value-added processing of agricultural commodities within
Canada, which can create more stable domestic jobs and make exports less vulnerable to
raw commodity trade disputes.

5.5. For China
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While agricultural imports can be utilized by China as short-term leverage, these actions
have also highlighted the fragility of its own food security. China's primary policy imperative
should be to enhance the resilience of its import supply chains. This means accelerating its
diversification efforts beyond the current dominant suppliers (e.g., the U.S. for soybeans).
Investing in agricultural productivity and sustainability at home is equally critical; this
includes adopting advanced technologies to boost yields, improving water management,
and containing soil degradation to reduce the long-term import dependency. On the
international stage, China would benefit from reinforcing its commitment to rules-based
trade. By working within established WTO frameworks to resolve disputes and ensuring its
SPS measures are transparent and scientifically justified, China can build greater trust with
its trading partners and secure more predictable, long-term access to the global food

supplies it requires.

6. Conclusion

A comparison of China’s agricultural trade with the U.S. and Canada highlights the interplay of
economic interdependence, geopolitical tensions, and strategic vulnerabilities. Both rely heavily
on China, but the U.S. dependence on soybeans exposes it more, while Canada’s diversified
exports offer greater resilience. All three countries have weaponized agricultural trade, as seen in
U.S. tariffs, China’s retaliatory measures, and the canola dispute with Canada. China’s growing
food import needs increase its supply chain risks, while North American exporters face losses
when China shifts suppliers. U.S.-China trade is marked by high-stakes competition, whereas
Canada’s smaller trade remains vulnerable to geopolitical spillovers, such as the Huawei-linked
canola ban and retaliation over Canadian EV tariffs.

Our evidence suggests that Canada and the United States should reduce reliance on China
by expanding trade with the EU, Southeast Asia, and Latin America, investing in agreements like
the CPTPP, supporting farmers through subsidies for crop diversification and innovation,
strengthening supply chains, and aligning with allies in trade negotiations. China should boost
agricultural R&D to enhance self-sufficiency, adopt sustainable land-use policies to meet the
challenges of arable land constraint, diversify imports through BRI partnerships and long-term
contracts, and engage in bilateral dialogues to address non-tariff barriers while avoiding
retaliatory measures that raise domestic food prices. The future of agricultural trade depends on
balancing economic efficiency with strategic autonomy through diversification, innovation, and
cooperative frameworks to ensure global food system stability. As China continues to rise, it will
be increasingly important for all countries to manage these risks through a combination of market
diversification, domestic policy reforms, and strengthened international cooperation.
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Appendix Figure 2: China Soybean Import Value, Brazil and U.S. Soybean Export Share, 2000-2024
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Appendix Figure 3: Canada, U.S. Agricultural Export Value to China by Product Category Value and Export Share,

2000-2024
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Appendix Figure 4: China Wheat and Meslin Import Value, Canada and U.S. Wheat and Meslin Export Share,
2000-2024
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Appendix Figure 5: Canada, U.S. Agricultural Export Diversification to China, 2000-2024
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Appendix Table A1: Descriptive Statistics of Agricultural Sector: U.S. and Canada

GDP

Canada United States
(1) Agriculture workers as
share of total employment 1.3% 1.6%
(2023)
(2) Number of farms 0.2 million (2021) 1.9 million (2024)
(3) Farm area (hectares) 62.2 million (2021) 354.5 million (2024)
(4) Agriculture as share of 1.8 (2020) 0.9 (2021)

(5) Value of agricultural
exports (2023

USD 44.1 billion

USD 113.2 billion

(6) Top five agricultural
exports by value (2023)

Wheat, rapeseed or colza
seed, rapeseed/canola oil
(crude), pig meat, cattle meat

Soya beans, walnuts
(shelled), maize (corn), cattle
meat, pig meat

(7) Top five agricultural
export markets (2024)

United States (36.4%), China
(17.1%), Japan (5.8%), India
(3.4%), Indonesia (2.7%)

Mexico (17.2%), Canada
(16.1%), China (14.0%),
Japan (6.8%), South Korea
(4.8%)

Source(s): (1) World Bank, Employment in agriculture using ILOSTAT. (2-3) Statistics Canada, 2021 Census of
Agriculture. U.S. Department of Agriculture, Farm and Land in Farms 2024. (4) World Bank, Agriculture, forestry,
and fishing, value added using World Bank national accounts and OECD National Accounts. (5-6) United Nations,
FAOSTAT Trade Indices. (7) Statistics Canada, Trade Data Online. U.S. Department of Agriculture, GATS.
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Appendix Table A2: Definition of Agricultural Products based on the World Trade
Organization’s Annex 1 f the Agreement on Agriculture

Category HS Codes

Horticulture 0601, 0602, 0603, 0604, 0701, 0702, 0703, 0704, 0705, 0706,
0707, 0708, 0709, 0714, 0801, 0802, 0803, 0804, 0805, 0806,
0807, 0808, 0809, 0810, 0813, 0904, 0905, 0906, 0907, 0908,
0909, 0910, 1210

Primary Bulk 09011%, 0902, 0903, 1001, 1002, 1003, 1004, 1005, 1006, 1007,
1008, 1201, 1202, 1203, 1204, 1205, 1206, 1207, 1801, 2401,
5201, 5202, 5301, 5302

Processed Products 0201, 0202, 0203, 0204, 0205, 0206, 0207, 0208, 0209, 0210,
0401, 0402, 0403, 0404, 0405, 0406, 0407, 0408, 0409, 0410,
0710, 1212, 1517,1601, 1602, 17019%, 1702, 1703, 1704, 1806,
1901, 1902, 1903, 1904, 1905, 2001, 2002, 2003, 2004, 2005,
2006, 2007, 2008, 2009, 2101, 2102, 2103, 2104, 2105, 2106,
2201, 2202, 2203, 2204, 2205, 2206, 2207, 2208, 2209, 2309,
2402, 2403

Semi-Processed Products | 0101, 0102, 0103, 0104, 0105, 0106, 0501, 0502, 0503, 0504,
0505, 0506, 0507, 0508, 0510, 0511, 0711, 0712, 0713, 0811,
0812, 0814, 09012*, 09019*, 1101, 1102,1103, 1104, 1105,
1106,1107,1108, 1109, 1208, 1209, 1211, 1213, 1214, 1301,
1302, 1401, 1402, 1403, 1404, 1501, 1502, 1503, 1505, 1506,
1507, 1508, 1509, 1510, 1511, 1512, 1513, 1514, 1515, 1516,
1518, 1519, 1520, 1521, 1522, 17011*, 1802, 1803, 1804, 1805,
230110, 2302, 2303, 2304, 2305, 2306, 2307, 2308, 290543,
290544, 290545, 3301, 3501, 3502, 3503, 3504, 3505, 380910,
3823, 382460, 4101, 4102, 4103, 4301, 5001, 5002, 5003, 5101,
5102, 5103, 5203
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Appendix Table A3: Top Five Agricultural Exports to China for the U.S. and Canada: 2004,

2014, 2024
2004 2014 2024
Product S%},de Product S%},/ige Product S%},/ige
Panel A: United States
1 Soybeans 45.4 Soybeans 59.7 Soybeans 45.8
2 Cotton 23.9 Starch residues 6.4 Cotton 7.1
3 Wheat and meslin 8.8 Grain sorghum 5.5 Grain sorghum 5.4
4 Raw bovine hides 79 Raw bovine hides 53 Misc. food 53
and slfdn?i ) and skins ) preparations )
Misec. foo ;
5 preparations 2.8 Cotton 4.6 Bovine meat 4.2
Panel B: Canada
1 Wheat and meslin  46.5 Canola seeds 48.5 Canola seeds 45.4
2 Canola oil 16.0 Canola oil 11.5 | Wheat and meslin 12.1
Oil-cake and
3 Car;ola seild(s1 10.2 So};ibﬁags 8.9 other residuals 10.8
Raw bovine hides Shelle
4 and skins 6.8 V%getablflllsd 5.4 Soybeans 8.8
Raw bovine hides

5 Barley 6.2 and skins 3.9 Barley 7.8

Source(s): Author’s calculations using UN Comtrade.
Note(s): Export share is calculated as the product export value over the total value of agricultural exports to China.
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