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High tariffs are a distinct possibility

("Ricardo is dead")

https://www.bbc.com/ne
ws/articles/cgrwj0p2dd9o

https://www.cnbc.com/2024/12/04/tru
mp-picks-peter-navarro-as-top-trade-
advisor.html

https://www.cnbc.com/2024/10/26/trump-
joe-rogan-election-tariffs-income-tax-
replace.html
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Comparative 
Advantage

Diversity of 
Consumption

Some economies are particularly good 
at producing a good/service. They can 
trade that specialty for something they 

are not comparatively good at 
producing.

International trade widens the 
availability of various goods 
and services for consumers.

Example: English wool and French wine
Example: Taylor Swift (United States) and Ed Sheeran 
(Britain)

Benefits of trade



Tariffs for tax revenue

Found at: https://www.whitehouse.gov/cea/written-materials/2024/07/12/tariffs-as-a-major-revenue-
source-implications-for-distribution-and-growth/

https://www.whitehouse.gov/cea/written-materials/2024/07/12/tariffs-as-a-major-revenue-source-implications-for-distribution-and-growth/


What are tariffs 
supposed to do?

Protect a mature industry Protect an infant 
industry

National security 
interest

Raise 
revenue

Example: textiles, to 
maintain U.S. 

employment in a 
mature industry

Example: shielding 
emerging US EV 

industry from foreign 
competition

Move toward U.S. self-
sufficiency reduces 

vulnerability to 
disruption of imports

3.8 trillion in imports 
in 2023; (10% tariff 
raises 380 billion in 

static revenues)



Tariff possibilities

https://www.cnn.com/2024/10/26/politics/trump-income-taxes-tariffs/index.html

Tariffs could 
replace income tax

Potential 100% 
tariff on BRICS 
Countries

https://truthsocial.com/@realDonaldTrump/posts/113573130299319701



Tariff possibilities

25% tariff on 
Canada and 
Mexico

https://truthsocial.com/@realDonaldTrump/posts/113546215051155542



The Heritage Foundation

Vox

Reuters

Tariff Reactions

https://www.heritage.org/trade/comm
entary/the-art-the-tariff-deal-another-
way-trump-can-boost-our-economy

https://www.vox.com/commerce/387800
/trump-tariffs-inflation-economy-china-
global-trade

https://www.reuters.com/mar
kets/us-trade-partners-warn-
trump-tariffs-would-harm-
all-involved-2024-11-26/



Regional Economic Effects of Tariffs

• Tariffs are a national policy that have differential effects on U.S. 
states

• We use a Multiregional US Model to illustrate how to model the 
impacts of tariffs on states
o This allows an increase in import costs (tariffs) for all states; 

with economic interactions among states and Federal Reserve 
monetary policy responses to changing national 
macroeconomic conditions
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What is a MRUS Model?

• The Multiregional US (MRUS) Model is a REMI model with 
states and regions that add up to the entire United States.
• This structure allows analysts to simulate national 

economic policies in a model that produces state and 
regional impacts

• Model closures allow for a monetary policy response 
which is likely to occur with a major policy shift

• Applications: tariffs, immigration, federal tax policy



MRUS Model
This allows analysts to analyze the national economic impacts of tariffs

Tariffs
Tariffs



MRUS Model

Interregional 
interactions: 
primarily trade 
and migration
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Scenario 1: Higher Import Costs for Specific Sector 
(Automobile Manufacturing)

Assumptions:
• No retaliatory effect
• Did not do anything with revenues
• Model closures applied: Keynesian and anticipatory fed

o Keynesian – No response from federal reserve due to economic 
changes

o Anticipatory Fed – Fed changes cost of capital to maintain "full-
employment" or NAIRU



Auto Industry Results Summary – "Keynesian" Closure
No action from the Federal Reserve

• Higher import costs for automotive manufacturing
• Price of imports increases
• Domestic production increases (over time), due to less foreign competition
• Prices of imports increases consumer prices and input prices broadly
• Lower consumer demand due to direct and indirect consumer price 

increases (price elasticity of demand)
• Higher employment in protected industries, lower employment in other 

industries
• National macroeconomic job and GDP decline, a few states and industries 

are positive



• What is the "anticipatory fed" closure?
o If employment declines significantly, the REMI model 

reduces the cost of capital to increase employment to the 
baseline national employment forecast

o This assumes that the Federal Reserve will manage 
monetary policy to maintain employment at "full 
employment" or NAIRU.

o These assumptions also focus on the relative output and 
employment impacts of tariffs for industries and regions

Auto Industry Results – Anticipatory Fed Closure



Auto Industry Results Summary – Anticipatory Fed Closure
Federal reserve reduces cost of capital to maintain "full-employment"

• Higher import costs for auto mobile manufacturing
• Price of imports increases
• Domestic production increases (over time), due to less foreign competition
• Prices of imports increase consumer prices and input prices broadly
• Lower consumer demand due to direct and indirect consumer prices (price 

elasticity)
• Higher employment in protected industry, lower employment in other 

industries, more mixed
• With anticipatory fed, we see net increase in GDP gains, as it shifts 

employment from low-productivity sectors to high-productivity sectors, 
however real disposable personal income per capita goes down due to 
price increases



Results in Live Model Demo
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Additional Tariff Scenario

• Assumes 10% tariff on all private, non-farm imports
oFor demonstrative purposes, includes all goods and 

service producing sectors
oRan two scenarios with Keynesian and Anticipatory 

Fed model closures



Results in Live Model Demo



Introduction 

Scenario 1

REMI MRUS Model

Background

Additional Tariff Scenario

Conclusion

Q&A

Agenda



Conclusion

• Trump will raise tariffs 
• States need to know the economic and fiscal effects of these 

changes
oState budget planning
oEconomic development planning
o Influencing federal policy

• The REMI MRUS model provides the appropriate framework to 
evaluate the effect of tariffs on state and local economies
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Thank you for attending!

For more information, please contact info@remi.com.

Stay tuned for upcoming webinars on immigration and 
fiscal policy evaluating using the MR-US REMI model.

Q&A

mailto:info@remi.com
https://www.remi.com/events/
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