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Executive Summary 
Since 2018, a series of U.S. tariffs, starting with Section 232 steel and aluminum tariffs and Section 
301 tariffs on China, and expanding more broadly in 2024–2025, has driven up import costs and 
amplified uncertainty for American firms. Companies responded swiftly, shifting sourcing to 
countries like Mexico, India, and Vietnam, redesigning products and logistics, adjusting prices, and, 
in a minority of cases, investing in domestic production. The record is clear: tariffs typically lead to 
higher prices and squeezed margins for those exposed, and uncertainty around policy can freeze 
capital investment. The evidence points toward a better path: a trade policy that’s targeted, tailored 
to specific countries and industries, and paired with aggressive negotiation on non-tariff barriers 
(NTBs), especially with China, where NTBs often do more to restrict market access than tariffs 
themselves (United States International Trade Commission [USITC], 2023; McKibbin, Noland, & 
Shuetrim, 2025; United States Trade Representative [USTR], 2025). 

1. How Tariffs Changed the Game, and How Companies Fought Back 
Prices and Margins: Studies by the USITC (2023) and economists Amiti, Redding, and Weinstein 
(2019, 2020) show that nearly all tariff costs are passed through to U.S. import prices. The result? 
American consumers and downstream firms shoulder the burden, with higher costs and less room 
for profit. Fajgelbaum et al. (2020) confirm that higher tariffs led to sharp drops in import volumes 
for affected goods, by some measures more than 30% in certain categories. 

Demand, Investment, and Uncertainty: Economic models and real-world data converge on a 
similar story: tariff uncertainty is a drag on growth. The International Monetary Fund (IMF, 2019) and 
Federal Reserve economists (Caldara et al., 2019) find that rising trade policy risk suppresses GDP 
growth and private investment. Lending data back this up, when tariffs and trade frictions spike, 
U.S. banks tighten credit (Correa, di Giovanni, & Minoiu, 2023). The Bank for International 
Settlements (2025) has repeatedly warned that persistent trade uncertainty weighs on global 
growth. 

Real-Time Examples: American companies didn’t just sit still. Hasbro shifted toy production from 
China to India and Vietnam (Supply Chain Dive, 2025). Apple ramped up iPhone assembly in India 
and expanded peripheral manufacturing in Vietnam (Wall Street Journal, 2025). Harley-Davidson 
moved some EU-bound motorcycle production overseas to sidestep retaliatory tariffs (Reuters, 
2018). The story played out in home appliances, too: U.S. washer output increased, but consumer 
prices jumped (Flaaen & Pierce, 2019). What’s clear is that most firms rerouted supply chains or 
diversified suppliers, reshoring to the U.S. was the exception, not the rule. According to Kearney’s 
Reshoring Index (2025), U.S. imports from China as a share of total imports dropped, but much of 
that volume simply shifted to other Asian countries. 



These patterns are captured in Figure 1, which presents illustrative estimates of the strategies U.S. 
companies have used to adapt to tariff pressures. Firms tend to combine reshoring, nearshoring, 
Asia diversification, absorbing costs, or passing those costs to consumers, often blending multiple 
tactics rather than relying exclusively on one approach (Author’s analysis, 2025). 

Figure 1 
Corporate Strategies for Adapting to Tariffs 

 
Note. Data are illustrative estimates showing common corporate responses to tariff pressures. 
Companies often rely on a combination of reshoring, nearshoring, Asia diversification, absorbing 
costs, or passing costs to consumers (Author’s analysis, 2025). 

2. Why Blanket Tariffs Miss the Mark 
Across-the-board tariffs may seem tough, but they’re blunt instruments. Modeling of recent 
scenarios shows blanket tariffs hurt U.S. employment and incomes, especially in manufacturing 
and agriculture, sectors that are already vulnerable (McKibbin et al., 2025). The Brookings 
Institution (2025) highlights that broad tariffs increase costs for businesses up and down the supply 
chain, slow private investment, and, in some cases, push inflation higher. 

Targeted tariffs, on the other hand, can protect national security or critical supply chains, think 
semiconductors or rare earth minerals, without driving up prices across the economy (Lawrence, 
2025; Wosińska, 2025). This approach lets policymakers address real vulnerabilities while 
minimizing collateral damage. 



3. The Hidden Challenge: Non-Tariff Barriers (NTBs) 
While tariffs get headlines, NTBs, like licensing hurdles, forced data localization, and discriminatory 
procurement, are often the bigger obstacle for U.S. firms, especially in China (USTR, 2025). A 2025 
survey by the U.S.-China Business Council found that American companies view NTBs and 
overcapacity-driven price wars as bigger threats than tariffs themselves. These barriers can keep 
American goods and services out of key markets even when tariffs are low or zero. Experts warn that 
unless the U.S. negotiates NTB reductions, the gains from tariff policy will be wiped out by lost 
market access and weaker trade growth (Business Software Alliance, 2025). 

Conclusion 
U.S. companies have proven remarkably nimble in the face of tariff shocks, reworking supply 
chains, diversifying sourcing, and rethinking pricing. But these adaptations come at a cost, higher 
consumer prices, squeezed margins, and delayed investment. The evidence is overwhelming: trade 
policy works best when it targets specific sectors and is paired with serious negotiation to 
dismantle NTBs. Otherwise, tariffs risk being a blunt weapon, hurting growth and competitiveness 
without solving the real problem (USITC, 2023; USTR, 2025; McKibbin et al., 2025). 
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