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Abstract 

Tariff wars, characterized by escalating trade barriers between nations, have 

profoundly affected the global economic landscape over the past decade. While 

much attention has focused on their macroeconomic implications and effects on 

large corporations, the impact on small businesses in the United States has been 

equally significant yet often underexplored. This article examines how tariff 

conflicts, particularly the U.S.-China trade war initiated in 2018, have affected 

American small businesses across various sectors. The analysis considers both 

direct effects through increased input costs and indirect consequences through 

supply chain disruptions, market access changes, and competitive dynamics. 

Understanding these impacts is crucial for policymakers and business leaders as 

they navigate an increasingly complex international trade environment. 
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Introduction 

Small businesses form the backbone of the American economy, representing 99.9% of all U.S. businesses and employing nearly 

half of the private workforce. These enterprises, typically defined as having fewer than 500 employees, are particularly 

vulnerable to external economic shocks due to limited resources, restricted access to capital, and reduced ability to diversify 

operations compared to their larger counterparts (Johnson & Martinez, 2022) [2]. The escalation of international trade tensions, 

particularly between the United States and China beginning in 2018, created unprecedented challenges for small businesses that 

had increasingly integrated into global supply chains over the previous three decades. 

The U.S.-China trade conflict, often referred to as a "trade war," involved the implementation of successive rounds of tariffs on 

hundreds of billions of dollars worth of goods. These measures were intended to address trade imbalances and protect domestic 

industries but created complex ripple effects throughout the American business ecosystem. Small businesses, lacking the 

resources to quickly adapt to changing trade policies or absorb increased costs, found themselves disproportionately affected by 

these policy changes. 

 

Direct Cost Impacts on Small Business Operations 

The most immediate impact of tariff wars on small businesses manifested through increased input costs. Unlike large 

corporations with sophisticated procurement departments and global sourcing capabilities, small businesses often relied on 

established supplier relationships, many of which included Chinese manufacturers or intermediaries importing Chinese goods 

(Thompson, 2023) [7]. When tariffs were imposed on various product categories, these businesses faced immediate cost pressures. 

Manufacturing small businesses experienced particularly acute challenges. A small electronics manufacturer in Ohio, for 

example, saw costs increase by 25% almost overnight when tariffs were imposed on electronic components imported from China. 

These businesses faced the difficult choice between absorbing increased costs, which eroded already thin profit margins, or 

passing costs onto customers, potentially losing market share to competitors with different supply chain structures. 

Retail small businesses importing consumer goods faced similar dilemmas. Independent retailers specializing in home goods, 

electronics, or seasonal items found themselves competing against larger retailers who could better absorb temporary cost 

increases or negotiate alternative supply arrangements.  
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The National Federation of Independent Business reported 

that over 40% of small businesses importing goods from 

affected countries experienced significant margin 

compression during peak tariff periods. 

 

Supply Chain Disruption and Adaptation Challenges 

Beyond direct cost increases, tariff wars created substantial 

supply chain disruptions that particularly affected small 

businesses. Large corporations typically maintain diversified 

supplier networks and have dedicated supply chain 

management teams capable of quickly identifying alternative 

sources. Small businesses, conversely, often operated with 

lean supplier networks and limited resources to identify and 

validate new suppliers quickly (Davis & Wilson, 2022) [4]. 

The uncertainty surrounding tariff escalation compounded 

these challenges. Small businesses struggled to make long-

term procurement decisions when trade policies changed 

rapidly and unpredictably. Many reported delaying 

equipment purchases, inventory investments, or expansion 

plans due to inability to accurately forecast costs. This 

uncertainty effect extended beyond directly affected imports, 

as domestic suppliers also adjusted pricing and availability in 

response to changing competitive dynamics. 

Small businesses in the agricultural sector faced unique 

challenges as retaliatory tariffs affected their export markets. 

Family farms and small agricultural processors found 

themselves locked out of previously reliable Chinese 

markets, forcing them to seek alternative buyers often at 

lower prices. The soybean industry exemplified these 

challenges, with many small farmers experiencing significant 

income reductions despite government subsidy programs 

designed to offset losses. 

 

Competitive Dynamics and Market Position Changes 

Tariff wars fundamentally altered competitive dynamics 

within many industries, often disadvantaging small 

businesses relative to their larger competitors. Large 

corporations possessed several advantages in navigating 

trade conflicts: greater financial resources to absorb 

temporary cost increases, more sophisticated international 

operations enabling supply chain diversification, and 

enhanced lobbying capabilities to influence trade policy 

outcomes (Anderson, 2023) [1]. 

Some small businesses found opportunities within changing 

trade patterns. Domestic manufacturers in certain sectors 

experienced reduced competition from imported goods, 

enabling market share gains and pricing power 

improvements. Small businesses producing goods previously 

dominated by Chinese imports sometimes saw increased 

demand from customers seeking to reduce supply chain risks 

or comply with "Buy American" preferences. 

However, these benefits were often temporary and sector-

specific. Many small businesses discovered that rebuilding 

domestic supply chains or developing alternative 

international suppliers required substantial time and capital 

investments that exceeded their capabilities. The complexity 

of modern manufacturing often meant that even "American-

made" products relied on imported components subject to 

tariffs. 

 

Access to Capital and Investment Impacts 

The uncertainty and cost pressures created by tariff wars 

affected small businesses' access to capital and their 

investment decisions. Banks and other lenders became more 

cautious about financing small businesses in sectors heavily 

affected by trade tensions. Business owners reported 

increased difficulty obtaining loans or lines of credit, as 

lenders questioned the viability of business models dependent 

on affected supply chains (Rodriguez & Lee, 2022) [6]. 

Small businesses also delayed expansion plans and capital 

investments due to uncertainty about future operating costs. 

Many business owners adopted wait-and-see approaches, 

postponing equipment purchases, facility expansions, or new 

product development until trade policy stability returned. 

This cautious approach, while prudent from a risk 

management perspective, potentially hindered long-term 

competitiveness and growth. 

Venture capital and private equity investment in small 

businesses also reflected these concerns. Investors became 

more selective about backing companies with significant 

exposure to affected trade relationships, particularly those 

unable to quickly diversify their supply chains or customer 

bases. 

 

Sector-Specific Impacts and Variations 

Different sectors experienced varying degrees of impact from 

tariff wars, with some small businesses facing existential 

challenges while others found new opportunities. The 

technology sector saw significant impacts, as many small 

businesses relied on Chinese-manufactured electronics, 

components, or finished products. Software companies using 

Chinese-manufactured hardware for their solutions faced cost 

pressures and supply reliability concerns. 

The fashion and apparel industry experienced complex 

effects. While tariffs on Chinese textiles increased costs for 

many small retailers and designers, some domestic 

manufacturers saw increased interest from brands seeking to 

reduce China exposure. However, the global nature of textile 

supply chains meant that even "reshoring" efforts often 

involved intermediate inputs subject to tariffs (Brown, 2023). 

Small businesses in the agricultural sector faced both direct 

and indirect effects. Beyond retaliatory tariffs affecting 

export markets, input costs for equipment and supplies also 

increased. Farm equipment dealers reported reduced sales as 

farmers delayed purchases due to income uncertainties and 

higher equipment costs resulting from steel and aluminum 

tariffs. 

 

Government Response and Support Measures 

The U.S. government implemented various programs 

intended to mitigate tariff war impacts on small businesses, 

with mixed results. The Small Business Administration 

expanded loan programs and provided additional counseling 

services for affected businesses. The Department of 

Agriculture created support programs for farmers affected by 

retaliatory tariffs, including direct payments and market 

development assistance. 

However, many small businesses found these programs 

inadequate or difficult to access. The complexity of 

application processes, limited funding relative to the scale of 

impacts, and timing delays meant that many businesses had 

already made irreversible decisions before support became 

available. Additionally, support programs often favored 

certain sectors or business types, leaving many affected small 

businesses without adequate assistance (Clark, 2022) [3]. 

 

Long-term Structural Changes and Adaptation 

Beyond immediate cost and operational impacts, tariff wars 
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catalyzed longer-term structural changes in how small 

businesses approach international trade and supply chain 

management. Many businesses that survived the initial 

disruption emerged with more diversified supplier networks 

and enhanced risk management practices. 

Some small businesses accelerated adoption of technology 

solutions for supply chain management and international 

trade compliance, investments they might not have made 

absent the trade conflict pressures. Others formed 

cooperatives or purchasing groups to achieve better 

negotiating power with suppliers and spread the costs of 

supply chain diversification. 

The experience also influenced small business attitudes 

toward globalization and international trade. While some 

businesses retreated from international markets or suppliers, 

others became more sophisticated in their global operations, 

developing expertise that positioned them better for future 

international expansion. 

 

Conclusion 

The impact of tariff wars on U.S. small businesses has been 

profound and multifaceted, extending well beyond simple 

cost increases to encompass supply chain disruption, 

competitive repositioning, and fundamental changes in 

business strategy. While some businesses found 

opportunities within the changing trade landscape, the 

majority experienced significant challenges that tested their 

resilience and adaptability. 

The experience highlights the vulnerability of small 

businesses to international trade policy changes and the 

importance of considering their unique circumstances in trade 

policy formulation. Unlike large corporations with extensive 

resources and sophisticated international operations, small 

businesses often lack the capacity to quickly adapt to major 

trade policy shifts. 

As international trade relations continue to evolve, 

understanding and addressing the specific needs of small 

businesses will be crucial for maintaining the dynamism and 

resilience of the American economy. Policymakers must 

consider not only the macroeconomic effects of trade policies 

but also their disproportionate impacts on the small 

businesses that form the foundation of economic growth and 

employment in the United States. 

Future trade policy development should incorporate 

mechanisms for assessing and mitigating impacts on small 

businesses, potentially including graduated implementation 

timelines, enhanced support programs, and better 

communication about policy changes. Only by recognizing 

and addressing these impacts can trade policy achieve its 

intended benefits while preserving the entrepreneurial 

ecosystem that drives American economic innovation and 

growth. 
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