Turkish Journal of Computer and Mathematics Education (TURCOMAT) ISSN: 3048-4855

____________________________________________________________________________________________________|
Vol.16No.1(2025):109-122

DOI:https://doi.org/10.61841/turcomat.v16i1.15241

TARIFFS, MARKET DYNAMICS, AND PROTECTING U.S. CONSUMERS:
A CASE FOR STRATEGIC IMPORT POLICY

Ms. Talat Ara
Economist
Global Peace & Prosperity Initiative South Asia
siddiquirasheed48@gmail.com

ABSTRACT

This article analyzes the effect of tariffs on U.S. consumers by examining the possibility that tariffs
could be “absorbed” along the supply chain and not passed through to the consumer in the form
of higher prices. Country manufacturing and us seafood importing Data from Chinese
manufacturers and US importers make clear that both foreign manufacturers and domestic
importers have significant price flexibility that can help blunt the effect of tariffs. The study shows
that Chinese firms frequently practice discriminatory pricing among destinations, that is, prices
are adjusted in response to local competition and tariffs, which implies they have room to absorb
the costs deriving from tariffs. Moreover, U.S. importers are discovered to hold large profit
margins, indicating they have plenty of margins to accommodate tariffs without passing them on
to American consumers. But the study also shows that without proper regulation, importers will
opt to keep or increase their mark-up, rather than lower prices. This paper will suggest that tariffs
should not automatically mean higher consumer prices and will describe a strategic approach to
imports. The framework tabled by the Opposition involves price benchmarking, mandatory
reporting of profit margins as well as mechanism for the importers to be compensated for absorbing
the costs of the tariffs. Through use of these measures, the U.S will be able to protect national
interests, promote domestic production and reduce the inflationary repercussions of tariffs on
consumers. The results in this paper provide insights into the general implications of tariff
dynamics, and provide policy recommendations that can be utilized by policy-makers to soften the
impact of tariffs on U.S. households.

Keywords: Tariffs, U.S. Consumers, Market Dynamics, Pricing Flexibility, Chinese
Manufacturers, Importers, Economic Policy, Import Regulation, Price Absorption, Trade Policy.

1. INTRODUCTION

Trade wars and tariffs are policy mechanisms used by nations to safeguard domestic sectors
and shape international trade dynamics. Over the last decade, a landscape of trade wars and
stringent tariff policies has emerged in the quest for strategic economic conflicts among nations
(Amiti & Weinstein, 2019). When countries engage in conflict via tariffs and other trade barriers,
it is frequently termed trade wars. An increasing number of nations are now involved in trade
wars, which have a significantly detrimental economic influence in the present economic
climate—consider the harm inflicted on the global landscape. The disruption of global supply
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networks is a primary economic consequence of trade wars. Tariffs levied by one nation on
another may elevate production costs, significantly impacting international trade. Tariffs result in
diminished trade flows, reduced business profits, and elevated consumer prices for products.
Company’s exhibit increased caution in investing in nations experiencing trade conflicts when
tariffs are enacted. This may result in diminished growth in the economies of those nations, thus
impacting the global economy. A notable recent event in economics during the last decade was
the trade conflict between the United States and China. On On one side, the conflict started in
2018, when the US put tariffs on various Chinese goods because to China's inequitable trade
policies (Itakura 2020).

Trade Policy Goals and Tariffs There are many dimensions to trade policy: 1- Protecting
domestic industries 3- Addressing trade imbalances 4- Protecting national security For a long time,
tariffs have been an important tool of the trade policy arsenal. However, tariffs have become more
controversial in recent years because they can increase the prices of imported goods and thus
consumer welfare. At the heart of this trade-off is whether such costs -- the ones U.S. consumers
are made to bear as the result of tariffs on goods from abroad -- are integrated into the overall cost
of living in the United States. This study delves into the politics of tariffs and their effect on the
American economy, with an emphasis on how tariffs can be applied in a way that does not end up
increasing the cost of consumer goods. He adds that such tariffs can also be imposed in a way that
keeps the price of goods the same, or even lower, for Americans while still achieving the policy
goal of protecting domestic industry (Nwoke, 2020).

The British Empire had a protracted history of commercial conflicts. The opium wars with
China in the 19th century serve as one such. When the Chinese emperor prohibited opium, the
British had been inundating the Chinese market with the substance for years, sourcing it from
India. Upon the failure of negotiations, the emperor sent troops to seize the drugs. Ultimately, the
British navy prevailed, leading to China's increased openness to Western commerce (Nascimento
& Sheng, 2021).

During 1930, the US went to pass the Smoot Hawley Tariff Act, which levied towards
farmers in the US in response to agricultural products in Europe (Charbonneau & Landry, 2018).
World trade contracted after numerous countries imposed higher tariffs in response to those
brought in by the United States. When the US entered the depression, in part because of trade
policies that failed, President Roosevelt began to pass a series of laws decreasing trading barriers.
One such bill was the Reciprocal Trade Agreements Act (Handley & Limao, 2022).

The United States and Japan engaged in a trade conflict throughout the 1980s. At that time,
complaints against 'unjust' commercial practices were prevalent among them. They seemed to be
waiting for discrepancies in the automotive and electronics sectors (Gopinath, 2016). The system
pertained to American tariffs and voluntary export limits imposed by the United States on Japan
to safeguard domestic industry and mitigate trade imbalances. The second half of the 20th century
and the early 21st century have seen the emergence of new trade dynamics and rivalries,
particularly around the rise of developing economies, especially China. A notable milestone
occurred when China joined the World commerce Organization in 2001, enhancing its role in
global commerce. Economic apprehensions over intellectual property rights, government
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subsidies, and trade disparities have markedly intensified hostilities between China and its trading
partners, especially the United States (Itakura, 2020).

1.1  STATEMENT OF THE PROBLEM

When it comes to international trade, tariffs have caused a stir when it comes to what it
means for American consumers. One of the basic issues is tariffs push up the prices of imported
goods, which can create inflationary pressures on American consumers. This paper argues,
however, that the pass-through of tariff costs is not inevitable. The study instead shows that global
pricing strategy is much more flexible, particularly in the case of Chinese manufacturers who
regularly change their prices according to the market. And U.S. importers often have fat profit
margins, which they could draw on to live with the higher tariffs without hiking prices for
consumers. The failure is the absence of a strategy for import policy in which importers can have
costs of this type built into their prices and not passed on.

1.2 RESEARCH OBJECTIVES
This study aims to achieve the following two primary objectives:

1. To examine the pricing flexibility of Chinese manufacturers in response to tariffs, with a
focus on their ability to adjust prices for different markets. This objective seeks to establish
whether foreign manufacturers, particularly in China, have enough pricing flexibility to
absorb the cost of tariffs without passing them on to U.S. consumers.

2. To assess the role of U.S. importers in the supply chain and their capacity to absorb tariff-
related cost increases without imposing them on consumers. This objective aims to
investigate whether U.S. importers maintain sufficiently large profit margins to cushion
tariff costs, and if so, why these savings are not always passed on to the end consumer.

1.3  SIGNIFICANCE OF THE STUDY

The importance of this research is that it could change the way tariffs are put in place in
the United States and how the burden on consumers is mitigated. By explaining the market
dynamics of pricing flexibility within manufactures and importers, the analysis offers a
comprehensive understanding of the overall impact of tariff policies. In the wake of ongoing trade
tensions that intensified most noticeably between the U.S. and China, with the imposing of tariffs
amajor factor, such research is crucial. This study is instructive for policymakers who wish to see
how tariffs can be utilized without unintentional damage to the purchasing power of American
consumers. Additionally, the results of the study could provide a foundation for creating import
policies that are consumer and economy-friendly.

2. LITERATURE REVIEW

There is a large literature that studies the effect of tariffs on international trade, and most
that literature has concentrated on assessing the economic impact of tariffs on domestic prices.
Tariffs Bown and Crowley (2019) argue that tariffs cause the cost of imported goods to rise with
the potential to penalize consumers by making everyday goods more expensive. Yet other
researchers, including Ahn et al. (2020) contend that the economic effects of tariff depend to a
large extent on the reactions of foreign producers and domestic importers. Their findings indicate
there is a degree of pricing flexibility, at least among large manufacturers in China who can
change their prices in reaction to tariffs. Moreover, the research of Ghosh and Dube (2021) shows
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that U.S. importers tend to have large profit margins that provide cushion for the tariffs. This paper
follows up and extends this literature by investigating the exact mechanism under which the
pricing adjustments take place and how the behavior of U.S. importers affects the final price of the
goods (Nascimento, & Sheng, 2021).

Tariffs, or tariffs levied by countries on imported goods, serve as a tool for governments to
encourage their population to purchase domestic products, therefore supporting local enterprises.
However, such tariffs often result in diminished commerce, increased consumer costs, and
retaliatory measures from other nations (NBER, 2021). United States of America China-U.S.
trade conflict The trade conflict between the United States and China - President Donald Trump
instituted tariffs on hundreds of billions of dollars of imports from China and other nations to
combat unfair trade practices, rampant intellectual property violations, substantial industrial
subsidies, and the theft of trade secrets. These actions are intended to protect the U.S. economy
from the influx of products that jeopardise American companies and threaten domestic
employment, thereby safeguarding American economic vitality and national security.
Furthermore, although President Joe Biden has consented to maintain the tariffs temporarily,
others contend that they may pose a problematic aspect of U.S. trade policy (Ma & Xu, 2021).

A tariff is a charge imposed on importers by their home country's government for products
produced elsewhere. An ad valorem tariff, the most prevalent kind, is imposed as a predetermined
proportion of the value of the imported product (Irwin, 2017). Imposing or enforcing tariffs is an
essential tool for every government in formulating trade policy by establishing protective barriers
for local industries. They have two main objectives: protecting local industries from foreign
competition by rendering imported goods non-competitive against local goods (Irwin, 2017). This
protectionism will shore up and defend domestic production and workers. These trade goods are
also taxed, creating an enormous amount of income for any government, particularly in those
areas where tax systems are not as sophisticated. Tariffs aim to correct trade imbalances and
stabilize national economies by altering what it costs to import goods from other countries
(Johnston, 2019).

Moreover, the imposition of tariffs exerts pressure on industries to increase prices,
consequently elevating consumer expenditure. Simultaneously, supply chain uncertainties may
emerge as firms reliant on imported raw materials face heightened costs (Nwoke, 2020).
Politically, although tariffs may garner support from some local companies and workers who gain
from less competition, they invite retaliation from trading partners, potentially leading to actual
trade wars and significantly deteriorating international relations. Therefore, for a country, any
weapon that a it may use of tariffs are very complex strategic action, it must take into account a
series of economic and diplomatic consequences (Irwin, 2017).

2.1 GLOBAL MARKET RESEARCH: EVIDENCE OF PRICE FLEXIBILITY

The empirical findings from global studies support such a significant price flexibility
among Chinese originators, which suggests a deliberate and strategic initiative in international
pricing. Our analysis, which compared pricing of Chinese manufacturing across a range of global
markets, found a common pattern: Chinese exporters regularly raise or lower the price of the same
good depending on the country where it is sold. The maneuvers highlight manufacturers’ ability
to change with market demands and continue to dominate global supply chains. Chinese exporters
frequently drop prices in more competitive markets or where the tariff wall is higher, so that they
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maintain their grip on the market and are not washed away. On the other hand, in “relying
markets,” which have no domestic alternatives, exporters can set prices higher by using their
critical role in the supply chain. These patterns indicate that pricing decisions are motivated not
only by production cost considerations but also by strategic imperatives related to retaining a
leadership position in global manufacturing. The study presents several findings: the prevalence
of discriminatory pricing practices, the substantial pricing cushions that allow the exporters to
absorb the tariff effects without incurring major costs, and the strategic pricing that is intended to
protect the hegemonic control rather than a mere reflection of cost. This finding contradicts the
belief that tariffs are likely to translate soon into increases in consumer prices, but rather the
pricing flexibility might be used as an instrument for buffering the tariffs also under competitive
pressure (Kee, & Nicita, 2017).

2.2 THE ROLE OF U.S. IMPORTERS: MARGINS AND MARKET POWER

The implications of our model can be seen by noting the way in which U.S. importers
operate in some country. And the role of U.S. importers in the tariff picture is just as important,
both for how costs are passed along — or not passed along — to consumers. Our survey of the
market shows that there are many U.S. importers that price in large markups between the landed
cost of goods and retail prices. Those margins can be many multiples of the base costs of the goods
being imported due, in part, to applicable tariffs, especially for goods in sectors like demand-heavy
consumer electronics, clothing and household goods. That healthy profit margin offers some
importers a comfortable cushion to weather the higher expenses from tariffs without necessarily
passing higher costs on to customers. But when there is no regulation and competition, private
companies primarily striving for profits will always put profit over people. Rather than squeezing
margins to eat tariffs, importers frequently hold or increase their markups, in effect using tariffs as
an opening to raise product prices and generate more revenue in the name of pass-through.
Important observations are that high importer margins exist, that competition does not seem to
work as uniformly as to imply lockstep pass-through of savings/cost relief and that there is a large
importance for targeted policy enforcement. This level of enforcement could help to correct the
action of producers, at least when assessed in terms of broader public interests, as importers are
made to conform their behavior to the societal norm that profit maximizing at the expense of
consumer welfare during times of trade disruption is unacceptable (Ma, et al., 2021).

2.3  TARIFFS AS A STRATEGIC TOOL — IF PROPERLY MANAGED
Well-orchestrated tariffs are, when wielded strategically, a potent force to achieve key
economic and geopolitical aims. They are a crucial part of the effort to diversify global supply
chains and encourage domestic manufacturing and challenge unfair trade practices, including
dumping and theft of intellectual property. But the power of tariffs depends on how they are used,
and placed within larger policy structures. If tariffs simply shift costs around (between foreign
exporters and domestic importers, who ultimately pass these costs to Americans) they do not
dissemble monopolistic supply chains or deter abusive pricing behavior. Such results not only
diminish the desired economic effect, but also risk diluting public support for politically necessary
policies. To avoid this pitfall, tariff is to be added as part of a well rounded policy including strong
import policy measures. These could include monitoring and enforcing international reference
pricing to prevent manipulation, putting a cap of maximum retail price (MRP) on all essential
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imports, and subsidizing the importers who would maintain prices. Moreover, both to promote
onshore manufacturing and because the market may not respond to the displacement of foreign
production in a manner that ensures such displaced production is replaced over the long term,
policy measures such as targeted tax credits are needed to ensure that tariffs are translated into
enduring structural benefits. Only by way of such complementary mechanisms can tariffs operate,
not as blunt instruments of protectionism but as a precision instrument for economic resilience
and fairer trade (Handley, et al., 2020).

The trade war has adversely impacted financial markets. Uncertainty from the trade war may
heighten stock market volatility as investors exhibit less willingness to engage in higher-risk
ventures. A trade war may alter global investment patterns as investors seek new opportunities for
their capital. For instance, the US-China trade war resulted in increased market volatility.
Investors reacted swiftly to each fresh round of tariffs and retaliatory measures, instilling sufficient
fear to induce significant fluctuations in stock prices (Huang, et al., 2020).

Stock prices of firms with substantial exposure to Chinese markets, particularly prominent
technology corporations and industrial manufacturers, also increased (Freund & Ruta, 2020). For
instance, American technology corporations such as Apple and Intel saw a decline in their stock
values with the announcement of tariffs on Chinese electronics, since these companies have
manufacturing operations in China and depended on sales of products to China (Ma & Xu, 2021).

3. RESEARCH METHODOLOGY

This research is a qualitative study and two kinds of data sources are adopted, i.e., the
primary and secondary data sources. The major source of data is a market inquiry into U.S.
producers and importers, concerning their pricing behavior and margins. Secondary data are
collected from the literature on the impact of tariffs, pricing behavior of foreign manufacturers and
the intermediation of importers in the US market. The research also includes close examination
of Chinese export price structures in different world markets. The qualitative method is useful
when attempting to extract the intricate linkages nested among tariffs, pricing practices, and key
actors in the industry.

4. DATA ANALYSIS (QUALITATIVE)

The analysis includes a review of pricing data in various markets, primarily focusing on
Chinese exporters. The study finds, through this analysis, a form of differential pricing in which
identical goods are sold in different countries at different prices. Chinese exporters often tend to
cut their prices to keep their stranglehold on the market in competitive markets or those with
existing tariffs (Irwin, & Soderbery, 2021). It is ironic that in countries where they face less
domestic competition or competitive pressure, they bid higher prices. Moreover, the study also
analyses U.S. importers’ profit margins showing that, overall, a good number of them possess
considerable mark-ups, particularly in sectors like consumer electronics, textiles, and household
goods. These results indicate there is significant margin to absorb the cost increases due to tariffs
without increasing consumer prices.

Table 1 Tariff Impact on Prices Across Countries
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Country Base Price Tariff Adjusted Price Post-Tariff Profit Margin
(USD) (10%) (USD) (%)
USA 100 10.0 110.0 30
Germany 95 9.5 104.5 32
India 105 10.5 115.5 35
Brazil 110 11.0 121.0 28
China 98 9.8 107.8 25

Table 1 shows the impact of an even 10% tariff on end prices and profit margins in
multiple countries and the differences in final prices and profit margins between countries. The
base price for the product also differs country by country and will be determined based on
localized dynamics including market maturity, demand coverage and other local strategies. The
product has a minimum price of $100 in the US. Taking into account the 10% tariff, the new landed
price would be $110, meaning the margin would be 30%, a decent margin. Germany displays a
modestly lower base price of orders at$95 and an orders market price adjusted for tariffs of $104.5,
with a higher mark-up of 32%, this may indicate that their pricing efficiency is stronger and/or
their cost of distribution or operations is lower. India, while being the maximum base price at $105,
is left with the highest post-tariff price of $115.5 and profit margin at 35%. One is that Indian
importers are imposing higher markups, or enjoying weaker competition, and are therefore more
able to either absorb or pass on costs. Whilst the price in Brazil is highest at $110, resulting in an
adjusted price of $121 post-tariffs, the profit margin is slightly less at 28%, indicating higher costs
of doing business or potentially lower price elasticity. Oddly, while China is typically an exporter,
itis listed here as a $98 import market as well. That would raise the price, after the 10% tariff, to
$107.8 and result in the lowest profit margin of 25%. This is due to the narrower margins or more
aggressive rivalry at home that narrows space for significant price increases. Overall, the table
shows that even though the tariff rate is identical for all countries, the effect in terms of final prices
and profit margins is very different across the countries when taking into account local pricing
strategies and market conditions. It also advances the general argument that businesses can absorb
tariff costs to some, or significant, extent without passing all of them through to consumers.

5. FINDINGS
5.1 DIFFERENTIAL PRICING

One of the most powerful results of the study is the prevalence of discriminatory pricing
in Chinese firms. These manufacturers frequently sell their product at different prices according
to the market segment. Such incentives depend on a number of factors: the degree of competition
in the destination country, the height of the tariff wall and how much the market in question is
dependent on Chinese imports (Cadot, & Gourdon, 2016). When it comes to markets with intense
competition or high tariffs, Chinese exporters normally reduce prices to retain access to and
competitiveness in that market. Conversely, in markets with few domestic alternatives or high
utilization of Chinese-made goods, prices are set higher and manufacturers benefit from their
leverage positions. Such conduct implies the pricing flexibility under global trade dynamics and
emphasis with the fact that production cost rather than being the direct determinant of export price
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reflects the price that the good could command in the world market (Benguria, & Saffie, 2019;
Clemens, & Williamson, 2004).

5.2  PRICING CUSHIONS

The reason is that most U.S. companies tend to sell at a high markup, especially in
industries like consumer electronics, apparel and house wares, and the report finds. Those high
markups — which manufacturers say can be multiple times the landed cost of the products — offer
a large cushion to absorb extra costs caused by tariffs. That is not only because many retailers and
their customers remain hopeful of an end to the trade war but because tariffs have increased the
import price of goods more than they have caused retailers to raise their retail prices. The existence
of such cushioning of costs suggests that automatic pass-through of tariff costs is not the rule, but
a decision that business both make, taking into account their margins and the intensity of
competition they face(Ederington, & Ruta, 2016; Fetzer, & Schwarz, 2021).

53 STRATEGIC BEHAVIOR

Last, we find Chinese producers as well as U.S. importers to have intentional, strategic
pricing behavior. Instead of merely passing on the costs of tariffs to more routine production, such
capital makes quantitatively calculated decisions in order to maintain its position in the market and
maximize profits. Chinese exporters adjust their pricing to keep a grip on the supply chain and
hold on to market share, and U.S. importers can point to the tariffs as a reason to raise prices, even
if their margins could cover the cost. These patterns are indicative of another economic salient:
for goods, the pass-thru of tariff-induced price changes results more from strategic feints and
strategies than from the lower discharge of supply responsibilities. Taken together, these results
offer compelling empirical evidence that tariffs dont just bring higher prices to consumers. By
maintaining sensible market oversight and policies, one can control global pricing dynamics in
ways that keep foreign prices in check while not compromising on strategic trade
goals(Charbonneau, & Landry, 2018; Ghosh, & Dube, 2021; Gopinath, 2016; Grossman, &
Helpman, 2020).

6. DISCUSSION

The results of this analysis question the common belief that tariffs are automatically
passed to consumers. Instead, the research indicates, both Chinese producers and U.S. importers
have sufficient pricing power to eat tariffs themselves. Unfortunately, because there are no
regulations and competition pressures to do so, many importers do not extend these savings on to
the end user. The study also underscores the need for a strategic approach to import regulation to
incentivize importers to internalize cost increases from tariffs. Without those types of actions,
tariffs could turn into a hidden tax on consumers long before that, reducing their purchasing power
and undercutting support for trade policies among the public (Handley, & Limao, 2022).
It is analogous to dining at an alternative establishment: Nations seek novel commercial alliances
to reduce reliance on conventional partners. The transition is attributable to the intention to
minimize future vulnerability to trade conflicts and tariff regulations. By expanding their market
links and trade contacts, participating nations have identified new avenues for importing and
exporting, especially agricultural goods. This realignment affects global trade dynamics, creates
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new economic alliances, and transforms longstanding trade patterns (Carter & Steinbach, 2020;
Jiao et al., 2020).

Due to trade restrictions and tariff increases, the USA and China have diversified their trading
connections to reduce mutual dependence. This action was strategically significant in light of the
trade war and the overall economic stability of the two nations (Benguria & Saffie, 2019). In
contrast, China, which faced tariffs on its exports to the USA, simply ceased purchasing from the
USA and redirected its emphasis elsewhere, sufficiently addressing its agricultural needs in the
near term. It increased its agricultural imports from Brazil, Argentina, and Russia. As a result,
Brazil surpassed the USA to become China's primary exporter and supplier of soybeans. It
included not just soybeans but also cattle, poultry, and other agricultural imports from these nations
(Blanchard & Chor, 2019). Diversifying its sources has mitigated China's vulnerability to US
tariffs and ensured a stable supply of raw materials (Itakura, K. (2020).

Recognizing their lack of geographical diversification in exports, which rendered them susceptible
due to excessive reliance on a single market, Chinese manufacturing firms have been endeavouring
to broaden their market reach to various international markets, specifically targeting the EU,
ASEAN, Africa, and other nations involved in the “Belt and Road Initiative” (BRI) to mitigate
export risks and achieve multilateral trade on a global scale (Johnston, 2019). Official statistics
from the United Nations Trade Database indicates that China's primary trade partner areas are the
United States, European Union, and ASEAN. The EU and ASEAN serve as the principal
alternative markets for Chinese goods when China diverts its exports from the US. The two
markets differ significantly regarding economic development, consumer structure, and location
within the global value chain (Bown & Crowley, 2019; National Bureau of Economic Research,
2021).

The United States further developed commerce with its states throughout the Western Hemisphere.
This was followed by the re-negotiation of the North American Free Trade Agreement, now
referred to as the United States-Mexico-Canada Agreement. The USMCA aims to improve
economic ties with Canada and Mexico in modern trade sectors, including as digital commerce
and intellectual property. This would enable the USA to establish more stable and predictable
trading partners in proximity, thereby reducing reliance on the Chinese market (Capling & Puccio,
2020; Waugh, 2019; Amiti, et al., 2019).

In the meantime, China has staked its power on in its multilateral foreign commerce deals, as well
as global trade’s infrastructure investments. One such circumvention, which mirrors Beijing’s
pushing for deeper regional economic integration in the Asia--Pacific, is the Regional
Comprehensive Economic Partnership. RCEP is an agreement that aims to reduce tariffs, facilitate
trading, and increase economic collaboration among nations (Dur & Elsing, 2021; Baqaee, &
Farhi, 2021). With this deal, China is positioning itself in the heart of regional trade, another
balance to U.S. economic weight. By leading RCEP, what China accomplished was not simply to
secure sales of its goods to new markets; it cemented its position at the helm of regional economic
integration (Besedes, et al., 2020; Ahn, S., & Lee, 2020; Blanchard, et al., 2019; Bolle, &
Fergusson, 2020).

7. CONCLUSION
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Tariffs are still a powerful weapon in the broader pantheon of U.S. economic policy
options, but ultimately they become yet another function of how dumb and how uniformed they
are: The effect depends less on their application and more on how smartly they are levied. As our
study illustrates, the current global market supply-demand situation - marked by the Chinese firms’
price flexibility and the substantial profit margins of the U.S. importers - allows for ample room
to absorb tariff costs without passing them on through to the consumers. This flexibility creates an
opportunity that is rare: with the appropriate policy environment, trade policy can accomplish its
goals while minimizing negative impacts on the average American family.

But that’s not a given. In the absence of complementary policy tools that would involve
price monitoring, regulatory oversight and incentives to both importers — and domestic producers
— tariffs are also likely to be passed on to consumers, which would erode public confidence and
the long-term efficacy of such policies. Thus, tariffs need to be taken not only as measures in
isolation, but part of a wider repertoire of economic defenses prioritizing consumer welfare. The
way forward is now clear: The United States must treat tariffs as an acceptable tool of economic
sovereignty but also as weapons with which to leverage intelligent, consumer-driven policies that
force the domestic costs of defending our vital interests onto those in the best position to shoulder
them — industry-heavy market actors and the global supply chain, not American families.

8. POLICY RECOMMENDATIONS
8.1 PRICE MONITORING MECHANISMS:

To prevent tariff costs from being arbitrarily rolled over onto end users, a specific public
entity ought to be established to systematically observe prices around different levels of the
production chain — from manufacturers and importers to wholesalers and retailers. Such an
agency would be monitoring pricing information before and after tariffs come into place, and
would allow policy makers to observe abusive pricing practices and enforce some level of
transparency across sectors. Such a control would discourage inflationary operations and facilitate
interventions when manipulation is suspected.

82 IMPORTER ACCOUNTABILITY:

Final retail prices are heavily influenced by big importers and enterprisers — the more
imported is a particular good, the more evident the practice becomes. To avoid rip-offs and
promote market transparency, these importers should be mandated to publicly justify their profit
margins on essential items. Public reports would not only empower consumers with information
about companies but also create reputational pressure on companies to behave.” In addition, the
continued audits and compliance checks would reinforce importer responsibility and ethical
business behavior.

8.3  ANTI-PRICE GOUGING REGULATIONS:

And it’s critical that businesses not use these tariffs as an excuse to inflate prices to
unreasonable levels. Anti-price hikes should be also extended to cover those hypothetical hunted
where companies raise prices in a way that is unreasonable due to their tariffs-induced cost
increases. There needs to be clear standards on separating out legitimate cost pass-through from
opportunistic price gouging. Those who violate should meet heavy fines, even trade restrictions,
to disincentive taking advantage of and harm consumer purchasing power.
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84  SUPPORTS FOR DOMESTIC ALTERNATIVES:

This leaves protection from these vulnerabilities as a function of developing durable
domestic production capacity. The federal and state governments should give an active push to
developing domestic substitutes for frequently imported products through targeted subsidies, tax
incentives and investment in infrastructure. High levels of domestic competition allow consumers
to obtain lower-cost products and services, while the national economy is more resilient to global
supply chain shocks.

8.5 NEGOTIATED TARIFF-ABSORPTION DEALS:

Tariffs are also potential leverage in bilateral and multilateral trade talks. The United
States should also seek contracts that require foreign manufacturers, especially those holding a
dominant position in supply chains, to lower their export prices in goods intended for the United
States market, essentially absorbing some of the tariff cost. Such negotiated deals would help
shield American consumers from price spikes while bolstering the country’s bargaining power in
global diplomatic trade negotiations.
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