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The Incidence of Tariffs: Rates and Reality

Based on BFI Working Paper 2025-151, “The Incidence of Tariffs: Rates and Reality,” by Gita Gopinath, Harvard University,

and Brent Neiman, University of Chicago

Statutory tariff rates on US imports rose to historic levels; however, shipping lags,
exemptions, and enforcement gaps kept the actual implemented rates at only half of the
statutory levels, moderating the tariffs’ impact, while tariff pass-through to US import

prices reached nearly 100 percent.

Statutory tariff rates (which can differ from actual
rates) on US imports have risen dramatically to levels
not seen since the 1930s, with the trade-weighted
average rate at 27% in September 2025. Imports
from 176 exporters, on goods accounting for more
than 70% of total US imports, faced higher tariffs
than at the end of 2024.

Figure 1- Statutory and Actual Tariff Rates Overall in 2025

“ /m
WO ,_//

January February March April May June July

Statutory (2024 Weights)

Actual (2024 Weights)

August  September

Note: This figure illustrates statutory and actual tariff rates in 2025. After peaking at 32.8 percent
in April, the statutory rate in September sits at 27.4 percent. This is the highest level since at least
the late 1930s, a time when import spending relative to GDP was less than half what it is today.

This figure distinguishes between a trade-weighted tariff using fixed weights from 2024 (the
solid lines) and a trade-weighted tariff using weights that change each month (the dashed lines).
The 2024 weights reveal the tariffs to be somewhat higher because in 2025 spending patterns
shifted away from goods with higher tariffs.

While fears of a trade war between the United
States and affected countries rose along with
rising tariff rates, retaliation has been limited,
with China the important exception, as noted in
Bullet 3 below. China responded in kind to US
announcements of large and broad tariffs, with
both countries pushing each other beyond 100
percent rates on nearly all traded goods. Though
subsequently reducing those bilateral tariff rates,
they remain historically high.

What are the effects on US producers and
consumers, and for the dollar? The authors
examine the effects of the tariffs during last
year’s tariff hikes (as of September 2025), and
during the previous episode of tariff changes
during 2018-19 to find the following:

e Actual tariff rates in the current period are only
about half the statutory rates due to shipment
lags, exemptions, trade agreement utilization,
and enforcement issues. This is one reason why
price impacts so far are lower than many April
forecasts predicted. While shipment lags will
dissipate, other factors may persist.
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Table 1- Sectors with Largest Increases in Production Tariffs e Because imported inputs are crucial for US
manufacturers and pass-through is high,

Change in Production Tariff American producers face substantial cost
Sector LR ) increases. The study calculates that for some
Heavy Duty Trucks 39 sectors, the effective “production tariff” rate
A — - (a hypothetical tax rate on production costs

that might have an equivalent impact on U.S.
manufacturing as the import tariffs) exceeded
Motor Vehicle Parts 28 2 percentage points. Manufacturing overall saw
an increase above 1 percentage point in 2025.

Motor Vehicles 28

Automobiles 27

Agricultural Implements G * Finally, regarding the dollar, unlike 2018-2019
when the dollar strengthened as predicted,

Oil and Gas Field Machinery 2.3

the dollar depreciated significantly in 2025
Primary Metals 20 despite the tariffs, suggesting other economic
forces are likely at play.

Industrial Machinery 20
e 20 Questions persist regarding the impact of tariffs on
the US economy, especially given the unpredictable
nature, in terms of substance and timing, of tariff
e US importers and consumers largely bear the policy. This work offers current context and a
tariff costs, not foreign exporters. Tariff pass- framework for evaluating ongoing effects.

through rates were high in both periods, 80%
in 2018-2019 and 94% in 2025, meaning tariff-
inclusive import prices rose nearly in step
with the tariffs, as exporters generally did not
significantly lower prices.

¢ Chinese goods dropped from 22% of US
imports in late 2017 to 8% by September
2025. Countries like India and Vietnam gained
significant market share as alternative suppliers,
though it’s unclear how much this reflects
genuine production in India and Vietnam vs.
Chinese goods routed through these countries.
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