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Roadmap

Breaking down the Budget Lab’s State of Tariffs reports

1. Context: what is our value-add in the tariff analysis ecosystem?

2. Methodology: how do we arrive at our estimates?

3. Results: what are our latest estimates?



The Budget Lab at Yale

• Nonpartisan think tank focused on budget scorekeeping

• Goals:
• Produce timely analysis of policy proposals

• Never advocate for policies—illustrate tradeoffs instead

• Be transparent about our assumptions

• Compliment government scorekeepers, not replace them



Scorekeeping as synthesis

• Counterfactual scenario analysis is our product
• “What will happen if we adopt policy X?”

• The Budget Lab synthetizes others’ work into best-guess answers
• Elasticity estimates from causal literature

• Model frameworks from theoretical economics

• Color commentary from business and financial world

• Baseline projections from forecasters

• Data from public and private sources



The State of Tariffs report

“What will be the impact of new 2025 tariff policy?”
• Prospective, not retrospective

• Effective tax rates
• Budget
• Macroeconomy

• GDP
• Employment
• Prices

• Distribution
• Costs by household income group
• Output effects by industry
• Relative price impacts across products



Macro models
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From statutory to effective rates

• Standalone calculator

• Takes as input…
• Data: 2024 Census import data by country and product (HTS 10 )

• Policy: statutory rates by authority, country, and product (HTS10 )

• Creates as output…
• Weighted average rates by country and product (incl. GTAP-concept)



From statutory to effective rates

The effective tariff rate change for country 𝑐 in GTAP sector 𝑠 is the import-
weighted average of statutory tariff rates:

Δ𝐸𝑇𝑅𝑐,𝑠 =
෌

ℎ∈𝐻𝑠
𝜏𝑐,ℎ ⋅ 𝑀𝑐,ℎ

෌
ℎ∈𝐻𝑠

𝑀𝑐,ℎ

where:

• ℎ = HTS 10 product code
• 𝐻𝑠 =  set of HTS 10 codes mapping to GTAP sector 𝑠

• 𝜏𝑐,ℎ = statutory tariff rate change on product ℎ from country 𝑐

• 𝑀𝑐,ℎ = 2024 import value of product ℎ from country 𝑐





Macro models—a blending exercise

• Wish to capture…
• Short-run demand dynamics 

• Long -run supply dynamics 

• Changes across sector and international region

• No one model captures everything –  need model blending
• MA/US for short run

• GTAP  for the long run and trade detail



Macro models—a blending exercise

MA/US

• Macro-econometric approach

• Inputs
• Aggregate ETR shock
• VIX shock

• Outputs
• Quarterly GDP
• Quarterly unemployment rate



Macro models—a blending exercise

GTAP

• CGE model of trade

• Inputs
• Sector (65 ) X region ( 9) ETR shock

• Retaliation ETR shocks

• Outputs
• Long -run GDP

• Change in imports by sector 
and region

• GDP by industry

• Commodity price impacts



Constructing a revenue estimate

• If goods imports are $3.4 T, and the ETR hike is 14.4 %, isn ’t it just:

$3.4 T  x 14.4 % = ~ $ 500 B

• No!  Need to account for behavioral/economic feedback
• Legal avoidance

• Illegal evasion

• Macro-dynamic feedback



Leakages in new revenue

$476 B

Static 
Revenue
Estimate

-$81B

$396 B

-$41B

$355 B

-$36B

$319 B

-$73B

$246B
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Source: GTAP

( -10 %)
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Source: GTAP
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Source: MA/US, CBO

(-17 %)



Headline Results as of November 17









Thank  you
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