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What  effect  has  the  recent
imposition,  withdrawal,  and
modification  of  tariffs  on
manufactured goods and raw materials
by the Trump administration had on
the American manufacturing base?
The net effect so far has not been a broad revival of American
manufacturing.  The  tariffs  have  helped  a  limited  number  of
protected  upstream  producers,  but  they  have  raised  costs,
disrupted  planning,  and  weakened  competitiveness  for  a  much
larger  number  of  downstream  manufacturers.  Their  repeated
imposition, suspension, withdrawal, and modification have added
a second burden: uncertainty.

My conclusion is that the Trump tariff program has redistributed
manufacturing advantage within the United States more than it
has enlarged the American manufacturing base.

The distinction between tariffs on finished goods and tariffs on
industrial inputs is essential.
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What has actually happened
The strongest positive effect is visible in certain protected
primary  industries.  The  administration  reports  that  domestic
steel capacity utilization has risen from approximately 72.3% in
2017 to 77.2%, while primary aluminum utilization has risen from
approximately 39% to 50.4%. Those figures cover a long period
and cannot be attributed entirely to the latest tariff changes,
but they indicate that sustained protection can improve the
economics of domestic primary production. In April 2026, the
administration further strengthened the metal tariffs, generally
applying rates of 50% to steel and aluminum, certain copper



products,  and  extending  duties  to  the  full  value  of  many
derivative products (White House Source).

That benefit, however, comes at a cost to the industries that
purchase those metals. An American steel mill benefits from
expensive  imported  steel.  An  American  manufacturer  of
transformers,  automobiles,  industrial  machinery  or  appliances
does not. It must either pay the tariff on imported metal or pay
the higher domestic price made possible by the tariff.

This is the fundamental contradiction in taxing industrial raw
materials: the policy protects the start of one supply chain by
taxing every value-added step that follows.

The current national statistics do not show that tariffs have
produced a manufacturing renaissance:

Manufacturing output was unchanged in June 2026. Output
declined in machinery, electrical equipment, wood products
and nonmetallic mineral products.
Manufacturing capacity utilization was only 75.7%, which
was 2.5 percentage points below its long-term average.
Manufacturing employment showed little change in July, and
manufacturing overtime declined slightly.
Factory orders fell 0.3% in June after falling 1.1% in
May,  although  durable-goods  orders  excluding
transportation  increased.

These figures describe an industrial economy that is treading
water, not one undergoing rapid reconstruction (Source: Federal
Reserve  Industrial  Production  Report,  Census  Report,  BLS
Employment Report).

https://www.whitehouse.gov/presidential-actions/2026/04/strengthening-actions-taken-to-adjust-imports-of-aluminum-steel-and-copper-into-the-united-states/
https://www.federalreserve.gov/releases/g17/current/default.htm
https://www.federalreserve.gov/releases/g17/current/default.htm
https://www.census.gov/manufacturing/m3/current/index.html
https://www.bls.gov/news.release/empsit.nr0.htm
https://www.bls.gov/news.release/empsit.nr0.htm


The tariff has largely been paid in
America
Tariffs are collected from the American importer, not from the
foreign government. The importer can absorb the cost, pass it to
the customer, require the foreign supplier to reduce its price,
or use some combination of the three.

Recent  Federal  Reserve  research  estimates  that  tariffs
implemented through November 2025 increased core-goods consumer
prices by approximately 3.1% through February 2026 and raised
the overall core PCE price level by about 0.8%. The researchers
found that the price pass-through was effectively complete. The
reduction of tariffs on China in November 2025 moderated—but did
not reverse—the increase (Federal Reserve Tariff Price Study)

Manufacturers have therefore faced a difficult choice:

Raise prices and risk losing sales.1.
Absorb the tariff and reduce margins.2.
Change suppliers, frequently at considerable expense.3.
Redesign the product.4.
Move production—or more production—into the United States.5.
Postpone the investment until the rules become clearer.6.

The administration wants the fifth result. In many industries it
has instead produced a mixture of the first four and the sixth.

Tariff instability may be as damaging
as tariff levels
A  manufacturer  can  sometimes  adapt  to  a  high  but  permanent
tariff. It can calculate whether a domestic plant will earn an

https://www.federalreserve.gov/econres/notes/feds-notes/detecting-tariff-effects-on-consumer-prices-in-real-time-part-II-20260408.htm


adequate return over 10 or 20 years. It cannot confidently make
the  same  calculation  when  tariffs  are  announced,  paused,
modified, litigated, exempted by country, extended to derivative
products, and then partially withdrawn.

This instability has produced several identifiable effects:

Advance purchasing before tariff deadlines, followed by
inventory corrections.
Delayed capital expenditures.
Daily or weekly supplier repricing.
Reluctance to sign long-term contracts.
Diversion of management time into customs classification
and tariff avoidance.
Supply-chain  changes  based  upon  political  expectations
rather than production efficiency.
A  shorter  planning  horizon  for  companies  considering
investments in American manufacturing.

The Federal Reserve’s July Beige Book found that input prices
remained  under  pressure  from  tariffs  and  energy  costs.
Manufacturing  activity  was  growing  only  modestly,  while
uncertainty  was  constraining  capacity  utilization  for  nearly
three-quarters  of  surveyed  firms  in  one  district  (Federal
Reserve Beige Book).

Withdrawal or reduction of a tariff does not undo these effects.
A  company  that  accumulated  inventory,  changed  suppliers  or
postponed a factory cannot recover the associated time and cost
merely because Washington subsequently changes the rate.

Why  the  policy  has  produced  fewer

https://www.federalreserve.gov/monetarypolicy/files/BeigeBook_20260715.pdf
https://www.federalreserve.gov/monetarypolicy/files/BeigeBook_20260715.pdf


factories than promised
A tariff improves the relative price of domestic production. It
does not create the capability to produce.

America cannot instantly replace imported goods when it lacks:

Qualified engineers and experienced production managers.
Tool-and-die makers, metallurgists, chemists and skilled
operators.
Existing processing plants.
Qualified domestic suppliers.
Economically available raw materials.
Specialized production equipment.
Environmental permits.
Customer qualification and production history.
Competitive energy and financing costs.

This is particularly important in critical minerals. A tariff on
an  imported  rare-earth  magnet  does  not  create  American
separation capacity, rare-earth metal production, alloy-making
capability or magnet-manufacturing experience. A tariff on an
imported rare-earth metal may actually increase the cost of
manufacturing  magnets  in  America  when  no  adequate  domestic
supply of the metal exists.

The tariff can create an economic signal. It cannot manufacture
the  personnel,  equipment,  institutional  knowledge  or
qualification  history  needed  to  answer  that  signal.

The most serious structural problem
The administration frequently treats manufactured goods and raw
materials  as  though  they  were  economically  interchangeable



tariff targets. They are not.

Tariffs  should  generally  be  highest  on  finished  goods  that
compete  with  products  America  is  demonstrably  capable  of
manufacturing. They should be lower—or zero—on raw materials,
components and specialized equipment that American manufacturers
need but cannot yet obtain domestically in sufficient quantity
and quality.

Otherwise, Washington protects the hypothetical future producer
of an input at the expense of the real, operating American
manufacturer using that input today.

Bottom line
The tariff program has produced four principal results:

It  has  strengthened  the  pricing  power  of  selected
protected industries, particularly primary metals.
It  has  increased  costs  for  downstream  American
manufacturers and consumers.
It  has  encouraged  some  supply-chain  relocation  and
announced investment, but not yet a broad increase in
manufacturing output, employment or capacity utilization.
Its repeated modification has discouraged precisely the
long-term  capital  commitments  required  for  genuine
reindustrialization.

Tariffs can be useful as one component of an industrial policy.
They can provide temporary protection while domestic capacity is
being constructed and qualified. But they cannot substitute for
that construction, and they should not tax essential inputs
before replacements exist.

In the language I think best describes the situation: tariffs



can  protect  capability,  but  they  cannot  create  capability.
America’s manufacturing deficit is not principally a deficit of
money or import taxes. It is a deficit of people, equipment,
production knowledge, and complete supply chains. Until those
deficiencies  are  addressed,  tariff  policy  will  continue  to
produce highly visible announcements and selective winners—but
little evidence of an American manufacturing renaissance.


