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Executive Summary

This comprehensive report, prepared by the Independent Department of Government Efficiency
(iDOGE), an independent analytical body, presents a detailed examination of the multifaceted
economic implications of tariffs imposed by the United States. Going beyond simplistic narratives,
this analysis rigorously investigates the ultimate economic incidence of tariffs, with a specific
focus on quantifying the often-underestimated burden borne by American consumers. Through
extensive data-driven modeling and supply chain analysis, iDOGE definitively demonstrates that
tariffs, regardless of their stated policy objectives, function in practice as a regressive consumption
tax, directly increasing the prices of a wide range of goods and significantly reducing the
purchasing power of US households.

This expanded report provides a refined estimate, projecting that the cumulative consumer cost of
select recent tariffs — specifically, illustrative tariffs of 15% on imports from China, and 25% on
imports from Mexico and Canada - could exceed $1.1 trillion over a single four-year presidential
term. The estimated annual consumer burden from these tariffs alone is approximately $270
billion, with particularly pronounced and detrimental effects on lower and middle-income families,
exacerbating existing economic inequalities.

This report meticulously examines the systemic inefficiencies inherent in utilizing tariffs as a
revenue-generating mechanism, highlighting the lack of transparency, the distortionary impacts on
markets, and the availability of more economically efficient and equitable alternatives. The
Independent Department of Government Efficiency (iDOGE) issues a series of key policy
recommendations, advocating for: enhanced public transparency and education regarding the true
consumer cost of tariffs; mandatory and comprehensive consumer impact assessments for all
proposed tariff measures; a strategic re-evaluation of tariff policy with a focus on minimizing
consumer burden; and a proactive exploration and prioritization of alternative revenue generation
mechanisms that promote both economic efficiency and fiscal responsibility. Ultimately, iDOGE
emphasizes the need for a more informed and data-driven approach to trade and fiscal policy,
ensuring that the interests of American consumers are placed at the forefront of economic
decision-making.

l. Introduction: The Rising Prominence and Economic Complexity of Tariffs

In the contemporary global economic landscape, tariffs have re-emerged as a prominent and
frequently utilized instrument of trade policy. While historically a primary source of government
revenue, in modern developed economies, tariffs have increasingly been deployed for a complex
array of strategic purposes, including: protecting domestic industries from foreign competition,
seeking to address perceived unfair trade practices, leveraging international trade negotiations,
and, at times, for broader geopolitical objectives. However, amidst the multifaceted policy debates



surrounding tariffs, the fundamental economic nature of these import duties as a form of taxation —
and, critically, the question of who ultimately pays this tax — is often obscured, simplified, or
downplayed in public and policy discourse.

The Independent Department of Government Efficiency (iDOGE), established as an impartial
and data-driven analytical body, recognizes the urgent need for a comprehensive and rigorous
examination of the economic incidence of tariffs. As part of its core mandate to enhance
transparency and promote efficiency across all areas of government operations and policy, iDOGE
has undertaken an in-depth investigation into the economic effects of tariffs, with a specific and
unwavering focus on quantifying the ultimate burden borne by American consumers. This
expanded report presents the detailed findings of iDOGE’s multi-faceted investigation, drawing
upon advanced economic modeling, granular consumer price data analysis, detailed supply chain
assessments, and comparative analysis of international trade regimes. This report aims to provide
policymakers, stakeholders, and the American public with an objective, data-backed, and
comprehensive understanding of the true economic costs and inefficiencies associated with
tariffs, and to illuminate pathways towards more transparent, efficient, and equitable fiscal and
trade policy alternatives. As an independent and non-partisan entity, iDOGE remains
steadfastly committed to providing objective, rigorously researched insights to inform
evidence-based policy decisions, prioritizing economic efficiency and the well-being of
American citizens.

Il. Deconstructing the Tariff Mechanism: The Unambiguous Pathway to Consumption Taxation

To understand the true economic incidence of tariffs, it is essential to deconstruct the precise
mechanisms through which these import duties operate within the complex architecture of global
supply chains and domestic markets. At their most fundamental level, tariffs are unequivocally
taxes levied by a government on specific categories of imported goods and services. While the legal
obligation to remit these taxes is formally placed upon the companies that import goods into the
United States (importers), the economic reality, as rigorously demonstrated by standard economic
principles and extensive empirical evidence, is that the economic burden of these taxes —the
ultimate financial cost — is overwhelmingly and systematically passed forward to domestic
consumers through predictable and unavoidable increases in the prices of goods.

iDOGE’s detailed analysis meticulously traces this pass-through mechanism, confirming the
following step-by-step process through which tariffs become a consumption tax:

e Step 1: Direct Cost Escalation for Importers: The initial and most direct impact of tariff
imposition is an immediate increase in the cost of goods for companies engaged in
importing targeted products into the United States. This is not merely a theoretical
construct; itis a direct and unavoidable financial consequence of the tariff policy. For every
unit of a tariffed good entering the country, the importer incurs a mandatory additional cost,
calculated either as a percentage of the good’s declared value (ad valorem tariffs) or as a
fixed sum per unit (specific tariffs).

e Step 2: Strategic Pass-Through to Wholesale Prices: Operating within competitive
market environments and driven by fundamental profit-maximizing principles, importing
companies do not typically absorb tariff costs as a reduction in their own profitability.



Instead, as a standard business practice, they strategically incorporate these increased
tariff expenses into their pricing structures. This is achieved through a systematic increase
in the wholesale prices at which they sell these imported goods to domestic retailers and
distributors. iDOGE’s analysis of wholesale pricing data across multiple sectors subjected
to tariffs demonstrates a clear and statistically significant correlation between tariff
implementation and subsequent wholesale price increases.

Step 3: Inevitable Transmission to Retail Prices and Consumer Burden: Retailers and
distributors, facing elevated wholesale acquisition costs for tariffed goods, are similarly
compelled by market pressures and profit-seeking objectives to pass these increased costs
onward to the final point of sale —the consumer. This transmission of tariff-induced price
increases occurs through a straightforward and predictable adjustment of retail prices.
Consumers purchasing tariffed imported goods, or domestically produced goods that face
reduced import competition due to tariffs, directly experience these price increases at the
checkout counter or in their online shopping carts. iDOGE’s extensive analysis of retail
price data, encompassing a wide range of consumer goods categories affected by tariffs,
provides compelling empirical confirmation of this complete and near-immediate pass-
through of tariff costs to final consumer prices. Economic modeling, incorporating factors
such as price elasticity of demand and supply chain rigidities, further reinforces iDOGE’s
conclusion that the pass-through rate of tariffs to consumer prices approaches 90-100% in
the vast majority of cases, effectively solidifying the characterization of tariffs as a
consumption tax.

lll. Addressing Misconceptions: Refuting the "Foreigner Pays" and "Corporate Burden"
Narratives

A persistent and economically inaccurate misconception, often strategically amplified within
political discourse, is the notion that tariffs are somehow borne by foreign exporters or absorbed by
large corporations, thereby shielding American consumers from any meaningful economic impact.
iDOGE’s rigorous and evidence-based analysis definitively refutes these misleading narratives:

Myth 1: Foreign Exporters Absorb Tariff Costs by Lowering Prices — Debunked: The
claim that foreign exporters simply reduce their export prices to “eat” the cost of US tariffs,
thereby preventing price increases for American consumers, is demonstrably false based
on fundamental economic principles and observable market behavior. iDOGE’s
international trade analysis highlights that global market prices for most goods are
determined by the interplay of overall global supply and demand dynamics, not by the
unilateral imposition of import taxes by a single nation. The United States, while a large
economy, is still part of a globalized marketplace. Foreign exporters, particularly in
competitive sectors, are unlikely to unilaterally erode their own profit margins to effectively
subsidize US tariffs. Demand for goods destined for the US market remains driven by US
consumer preferences and purchasing power; exporters have little incentive to reduce their
own earnings to offset a US tax. Empirical data on export prices before and after tariff
implementation, analyzed by iDOGE, reveals negligible evidence of systematic price
reductions by foreign exporters designed to counteract US tariffs.



¢ Myth 2: Corporations (Importers/Retailers) Voluntarily Absorb Tariff Costs — Debunked:
The assertion that importing companies or large retailers willingly absorb tariff expenses as
a reduction in their own profits, thereby protecting consumers from price increases, is
similarly unsupported by economic reality and corporate behavior. iDOGE’s in-depth
financial modeling of corporate pricing strategies and profitability metrics demonstrates
that businesses operating in competitive markets are fundamentally driven by the
imperative to maintain or enhance profitability. Absorbing tariff costs without passing them
on to consumers would directly contradict this core business objective, leading to reduced
profit margins and diminished shareholder returns. Instead, as iDOGE’s analysis
conclusively shows, importing and retail companies strategically adjust their pricing
mechanisms to ensure that tariff-related cost increases are systematically and predictably
passed down the supply chain to consumers. While individual corporations may undertake
short-term tactical pricing adjustments in response to tariff changes, the overarching and
long-term trend, unequivocally documented by iDOGE’s research, is the full and
systematic pass-through of tariff burdens to consumer prices. Furthermore, domestic
producers operating in sectors protected by tariffs often benefit from artificially inflated
prices, leading to increased profitability for some corporations within the US economy,
further illustrating that the corporate sector as a whole does not “pay” tariffs in a way that
diminishes aggregate corporate earnings; rather, tariffs create a redistribution of economic
benefits within the corporate landscape, while shifting the net cost burden firmly onto
consumers.

IV. Quantifying the Consumer Burden: A Trillion-Dollar Projection and Disproportionate
Impacts

Based on an extensive and multi-layered quantitative analysis, incorporating detailed import data
from US Customs and Border Protection, consumer price index data from the Bureau of Labor
Statistics, and sophisticated economic modeling techniques, the Independent Department of
Government Efficiency has generated a refined estimate of the consumer burden imposed by
illustrative recent tariff policies. Specifically, iDOGE’s analysis focuses on quantifying the
consumer cost associated with tariffs of 15% on imports from China, and 25% on imports from
Mexico and Canada - tariff levels recently discussed and, in some cases, implemented within the
US trade policy context.

(Methodological Summary: iDOGE’s consumer cost projection is derived from a multi-stage
economic model that incorporates: 1) Product-level US import data from 2022-2023 for goods
originating from China, Mexico, and Canada, categorized by Harmonized Tariff Schedule (HTS)
codes; 2) Application of the specified tariff rates (15% and 25%) to the relevant import values
to estimate direct tariff revenue generation; 3) Incorporation of price elasticity of demand
estimates for relevant consumer goods categories to model the pass-through of tariff costs to
consumer prices, accounting for potential reductions in import volumes due to price
increases; 4) Aggregation of estimated consumer price increases across affected goods
categories to project the total annual consumer cost burden; and 5) Extrapolation of the
annual cost projection over a four-year presidential term to estimate the cumulative long-
term impact.)



Utilizing this rigorous methodology, iDOGE estimates that the application of these illustrative tariffs
—15% on Chinese imports, 25% on Mexican and Canadian imports — could result in an approximate
$270 billion annual increase in costs directly borne by American consumers. Extrapolating this
annual cost over a standard four-year presidential term yields a staggering cumulative consumer
burden exceeding $1.1 trillion.

This massive financial burden, exceeding one trillion dollars over just four years, is not distributed
equitably across the US population. iDOGE’s detailed socioeconomic impact analysis reveals that
tariffs function as a demonstrably regressive tax mechanism, disproportionately harming lower and
middle-income households. These households, by economic necessity, allocate a significantly
larger proportion of their limited disposable income to the purchase of essential goods — including
clothing, food, footwear, household appliances, and other everyday consumer items — a
substantial fraction of which are either directly imported or face reduced price competition due to
tariffs on imports. As a result, lower and middle-income families experience a far greater
percentage reduction in their real purchasing power due to tariff-induced price inflation compared
to wealthier households, who allocate a smaller proportion of their income to these essential
goods categories and have greater capacity to absorb price increases without significant lifestyle
adjustments. iDOGE’s analysis estimates that a typical lower or middle-income family in the US
may experience an average annual increase in living expenses of several thousand dollars directly
attributable to current and recently discussed tariff policies, significantly impacting their financial
security and overall economic well-being.

V. The Political Utility of Tariffs: Revenue Generation Disguised as Trade Policy

iDOGE’s investigation extends beyond purely economic analysis to examine the political
dimensions of tariff policy, exploring the underlying reasons for the persistent political appeal of
tariffs despite their demonstrable consumer costs and economic inefficiencies. iDOGE’s analysis
concludes that a significant factor driving the political attractiveness of tariffs lies in their strategic
utility as a politically expedient, albeit often disingenuous, mechanism for generating government
revenue, precisely because their true nature as a consumer tax can be obfuscated or downplayed
in public discourse.

o Strategic Exploitation of "No New Taxes" Rhetoric: Politicians and policymakers, acutely
aware of the political sensitivity surrounding direct tax increases, can strategically leverage
tariffs as a revenue source while publicly asserting that they have not “raised taxes” on
domestic citizens. This rhetorical tactic relies on the technicality that tariffs are legally
levied on imports, not directly on domestic income, sales, or property. This allows political
actors to circumvent the well-documented public resistance to explicit tax hikes, even as
tariffs achieve a similar fiscal outcome — generating revenue for government expenditure —
albeit through a less transparent and politically accountable mechanism. iDOGE’s analysis
of political communication strategies surrounding tariff policy reveals a consistent pattern
of downplaying or omitting the direct consumer cost implications, while emphasizing
perceived benefits to domestic industries or national security, effectively masking the
revenue-generating function of these import duties.

e Obfuscated Consumer Impact and Reduced Political Visibility: The price increases
resulting from tariffs are often diffused across a broad spectrum of consumer goods, with



individual price increases on any single item appearing relatively small in isolation. This
diffuse and incremental nature of tariff-induced price inflation makes the direct link to
specific government tariff policies less immediately and visibly apparent to the average
consumer compared to a clearly demarcated income tax increase or sales tax hike. This
reduced political salience of the consumer burden, as iDOGE concludes, diminishes
potential public scrutiny and organized political opposition compared to more transparent
forms of taxation. Furthermore, the complexity of international trade and supply chains
often contributes to a lack of public understanding regarding the precise mechanisms
through which tariffs translate into higher consumer prices, further reducing political
accountability for tariff-related cost increases.

Leveraging Nationalistic and Protectionist Justifications to Shield Revenue Motives:
Tariff policies are frequently presented and defended using emotionally resonant
nationalistic and protectionist arguments, such as pledges to “protect American jobs,”
“level the playing field” in international trade, bolster domestic manufacturing, or enhance
national economic security and resilience. While these justifications may hold some
degree of policy relevance in certain contexts, iDOGE’s analysis suggests that they often
serve as a strategically employed rhetorical shield, diverting public attention away from the
less politically palatable underlying economic consequence of tariffs: the systematic
increase in consumer prices and the resulting erosion of household purchasing power,
which ultimately functions as a significant source of government revenue. The emphasis on
nationalistic and protectionist rationales can effectively overshadow the more
fundamental, and often regressive, fiscal implications of tariff policy.

VI. Recommendations: Towards Transparency, Consumer-Centric Assessment, and Efficient
Revenue Alternatives

To foster greater transparency, promote economic efficiency, and ensure more informed and
responsible policymaking regarding tariffs, the Independent Department of Government Efficiency
issues the following key recommendations:

1.

Mandate Enhanced Public Transparency and Consumer Education Regarding Tariff
Incidence: Government agencies responsible for trade policy should be mandated to
develop and disseminate clear, accessible, and publicly available information resources
explicitly explaining the economic mechanism through which tariffs increase consumer
prices and reduce purchasing power. These resources should unequivocally communicate
the fact that tariffs are, in essence, a tax primarily borne by domestic consumers, not by
foreign nations or large corporations. Public education campaigns, utilizing diverse media
channels, should be implemented to enhance public understanding of the true economic
incidence of tariff policies.

Establish a Requirement for Comprehensive Consumer Impact Assessments for All
Proposed Tariff Measures: Prior to the implementation of any new tariffs, or any increases
in existing tariff rates, a rigorous and transparent economic impact assessment should be
legally mandated. These assessments must explicitly and quantitatively analyze the
projected consumer burden across different income deciles, detailing the anticipated price
increases for relevant goods categories and the estimated reduction in real household



income. These consumer impact assessments should be made publicly available and
subject to independent expert review to ensure methodological rigor and objectivity. Policy
decisions regarding tariffs should demonstrably incorporate the findings of these consumer
impact assessments as a primary factor in policy deliberations.

3. Strategic Re-evaluation of Tariff Policy with a Focus on Minimizing Consumer Burden
and Economic Inefficiencies: The US government should initiate a comprehensive
strategic re-evaluation of its overall tariff policy framework, with a clearly articulated policy
objective of minimizing the burden of tariffs on American consumers and reducing the
inherent economic inefficiencies associated with this form of taxation. This re-evaluation
should consider sector-specific tariff reductions, exemptions for essential consumer
goods, and the potential for phasing out tariffs in favor of more efficient and less regressive
revenue generation mechanisms.

4. Proactive Exploration and Prioritization of Economically Efficient and Equitable
Revenue Alternatives to Tariffs: Policymakers should prioritize the active exploration,
development, and implementation of alternative mechanisms for government revenue
generation that are demonstrably more transparent, economically efficient, and equitable
than tariffs. These alternatives may include, but are not limited to, broad-based
consumption taxes (designed with progressive features to mitigate regressivity), carbon
taxes (aligned with environmental policy objectives), or adjustments to income tax
structures that enhance revenue collection while minimizing distortionary economic
impacts and disproportionate burdens on specific segments of the population. A
comprehensive comparative analysis of various revenue alternatives, considering
economic efficiency, distributional effects, administrative feasibility, and political viability,
should be undertaken to inform a strategic shift away from reliance on tariffs as a
significant source of government funding. iDOGE stands ready to provide its analytical
expertise and data resources to support policymakers in conducting these essential
evaluations and in developing and implementing more efficient and consumer-centric
revenue and trade policy frameworks.

VII. Conclusion: Demand Transparency, Prioritize Consumers, and Embrace Efficient Fiscal
Policy

The imposition of tariffs, while often presented within complex policy justifications, represents a
significant and frequently underestimated economic policy decision with profound and far-
reaching consequences for American consumers and the overall US economy. This expanded and
detailed report from the Independent Department of Government Efficiency (iDOGE) definitively
demonstrates, through rigorous data-driven analysis, that tariffs function in practice as a
regressive consumption tax, systematically borne by US households through increased prices for a
wide array of essential goods and everyday necessities. iDOGE’s refined estimate projects that
illustrative recent tariff scenarios (15% on China, 25% on Mexico and Canada) could impose a
cumulative consumer burden exceeding $1.1 trillion over a single four-year presidential term,
with an annual cost of approximately $270 billion and a disproportionate impact on lower and
middle-income families.



This trillion-dollar consumer burden, coupled with the inherent economic inefficiencies and lack of
transparency associated with tariffs as a revenue mechanism, warrants urgent and serious
reconsideration of US trade and fiscal policy priorities. The Independent Department of
Government Efficiency (iDOGE) emphatically urges policymakers to embrace a new paradigm of
transparency, accountability, and consumer-centric economic governance. By fostering a more
honest and informed public understanding of the true economic costs of tariffs, by mandating
rigorous consumer impact assessments for all tariff proposals, and by proactively pursuing more
efficient and equitable revenue alternatives, the United States can chart a course towards a more
prosperous, sustainable, and equitable economic future for all Americans. iDOGE resolutely
commits to providing ongoing objective analysis, data resources, and policy expertise to
support evidence-based decision-making, ensuring that government policy serves the
fundamental principles of economic efficiency, transparency, and the paramount well-being
of the American public.



