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Goal:

Understand the impact of Trump tariffs on the US economy

Micro – variation across firms/sectors

Macro – GDP, welfare

This paper: impact of tariff shocks on COMPUSTAT firms in both 2018 and 2025

Examine empirically multiple channels of tariff propagation

Imported intermediates – directly and indirectly

Retaliation in foreign markets

Protection from import competition
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Understanding the micro results: Sales vs. COGS

Demand and price, firm f , sector j, country c:

qfjct = qfjct(pft) pft = mftcft

Sales and COGS:
SALESft = mftCOGSft

Therefore:
d lnSALESft

d ln cft
=

d lnmft

d ln cft
+

d lnCOGSft

d ln cft

Dixit-Stiglitz, Melitz:
d lnmft

d ln cft
= 0

Taking coefficients at face value:
d lnmft

d ln cft
≈ −0.2 to − 0.5
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Understanding the micro results: COGS elasticity

Demand and price, firm f , sector j, country c:

qfjct =
Xjct

P 1−σ
jct

p−σ
ft pft = mftcft

COGS:

COGSft = m−σ
ft c1−σ

ft

Xjct

P 1−σ
jct

d lnCOGSft

d ln cft
= 1− σ − σ

d lnmft

d ln cft

Therefore:

d lnCOGSft

d ln cft
> 0 ⇔ d lnmft

d ln cft
<

1

σ
− 1 : Can it be?
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Markup elasticity

Atkeson-Burstein markup elasticity (textbook, Cournot):

mft =

(
1− 1

σ
−

(
1

ρ
− 1

σ

)
sft

)−1

;
d lnmft

d ln cft
=

[(
(1− σ)

(
1

ρ
− 1

σ

)
sft (1− sft)mft

)−1

− 1

]−1

Estimate
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COGS elasticity

d lnCOGSft

d ln cft
= 1− σ

(
1 +

d lnmft

d ln cft

)
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Possibilities?

Inelastic demand? σ < 1

Incorrect sectoral aggregation/fixed effects? COGSft = m−σ
ft c1−σ

ft Pσ−ρ
jct × Xsct

P 1−ρ
sct︸ ︷︷ ︸
δst

◦ Would require (const. m)
d lnPjct

d ln cft
> σ−1

σ−ρ

COGS of exports? COGSft ∝ c1−σ
ft ×

(
Xjct

P1−σ
jct

+
τ1−σ
cc′jtXjc′t

P1−σ
jc′t

)
◦ Would require positive (firm-level) demand shift in foreign markets

Timing? COGS refers to a different time period than when tariffs were incurred?
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Towards macro/aggregation

Demand, firm f , sector j, country c:

qfjct =
Xjct

P 1−σ
jct

p−σ
ft pft = mftcft

Production:

cft =

[
(1− ω)W 1−ϵ

ct + ω
(
PX
ft

)1−ϵ
] 1

1−ϵ

PX
ft =

∑
f ′

ϖ̄f ′fs (τc′cjtpf ′ft)
1−χ

 1
1−χ

Expenditure:
Xjct = αj (WctLct +Πct + Tct)

Need to know: elasticities + GE → Could make progress on elasticities?
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Taking stock

Exciting effort, impressive data collection, rich set of results

Micro: benefit from understanding micro findings better

Macro: still some distance

... but may make some progress to put micro estimates in service of macro
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