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Abstract:  We evaluate tariffs’ effects in the US automobile market, accounting 
for global value chains. The medium-run effects depend on manufacturers’ 
strategic responses and scale economies. We develop a data-driven procedure 
which selects Cournot quantity-setting with substantial scale economies as the 
best-fitting supply model. Counterfactuals reveal that 25% tariffs on imported 
cars induce pass-through slightly above one for foreign manufacturers, while 
domestic firms decrease prices; adding parts tariffs increases domestic prices 
by 6.5%. Consumer welfare losses double when tariffs extend to parts, with 
total surplus losses exceeding $30 billion in 2018. We evaluate these losses 
against employment gains in domestic manufacturing.  
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