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The Mid-State TN Auto Industry
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Location
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Obstacles to Analysis

■ Production/Trade Data

■ Trade Elasticities

■ New Prices (Pass Through)

There’s nothing off the shelf!
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What do we Know?
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The Case of Washing Machines



What do we Know?
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The Case of Aluminum



What do we Know?
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Estimating Vehicle Costs Under Tariffs
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But Will Jobs “Come Back?”

Unlikely in the short run:

1. “Related Party Trade” dominates

2. Suppliers and Auto Makers Jointly Design Model Specific products

3. Suppliers Typically have Long Term Contracts

4. Local Expansion of Supplier Capacity takes Time

5. Quality Issues

6. Some evidence that in the past firms have not responded this way (Bronigen
2002)
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Estimating the Impact
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• Supplier Relocation Over the
Longer Term?

--Used GSIM to estimate amount of  trade that would move

--Used ratio of  Mexican Imports/TN Production to estimate amount moving to middle TN

--Assumed that suppliers would produce at price of  the existing imports

--Assumed baseline was production level at year 3 after tariff
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This one scenario suggest new supplier employment would be less that the loss
of employment due to the tariffs



There you have it…..

Thank you!
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