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Tariff Impact on Middle Market Companies 

Background 
Tariff increases have impacted many companies throughout the U.S. Most articles by major publications 
have focused their attention on the large corporate market and their response to the tariffs. To better 
understand the impact of tariffs on middle market companies, Keystone solicited input from a variety of 
clients and industry contacts through a brief survey. The survey was conducted in July 2019. 

Survey Respondents 
Responses were received from 26 companies that represented a cross-section of the middle market.  Of 
the respondents, 73% had revenues under $500MM, with the others between $500MM and $1B (8%), and 
over $1B (19%).  They also represented a variety of industries, including Industrial Products/Metals 
(40%), Consumer Goods (28%), and Distribution and Transportation (8%). 

   

Primary Sourcing Region 
The respondents primarily source or produce products in a variety of regions, with the U.S. and China 
being the most common, with 46% and 31% of respondents, respectively. The remaining respondents 
source products primarily from other countries in North America or Southeast Asia (Figure 3). 
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Nearly 75% of our respondents were required to pay additional tariffs in 2018 and 2019 on goods 
imported from China (Figure 4). 

 

Tactical Changes 
81% percent of respondents have made or plan to 
make tactical changes – 65% of respondents have 
already made changes and 16% of respondents are 
planning to make tactical changes (Figure 5).  

Of note, many companies that are not yet paying 
additional tariffs stated they will still make tactical 
changes as a form of future risk mitigation. 

Of the tactical changes listed in Figure 6, respondents 
most frequently stated that they have, or plan to, increase prices or renegotiate contracts with suppliers, 
with over 85% of respondents indicating they will pursue those actions. Reducing SG&A costs was also 
indicated as a tactical change by more than half of the respondents. 
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Least Important               Most Important 

Importance of Risk Mitigating Tactics 
For the companies that indicated they made, or are going to make, changes, we asked the relative 
importance of the initiative to the overall strategic direction of the company. Respondents ranked each 
action on a scale of one to five, with five having the greatest impact on overall business strategy. 
Respondents indicated that increasing prices, renegotiating with suppliers, and reducing SG&A costs are 
their most important tactical actions (Figure 7). 

  
 

 

 

Sourcing Relocation 
Over half of the respondents indicated that they are considering moving their operations or primary 
sourcing region as a result of the tariffs imposed in 2018 and 2019 (Figure 8).  

• 87% of these companies have already been 
impacted by additional tariffs in 2018 and 
2019 
 

• 13% of these companies have not yet paid 
additional tariffs but plan to relocate their 
supply chain in anticipation of additional 
tariffs or to mitigate the risk of the current 
trade war.  
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Figure 7: Importance of Tactical Actions1

1 Figures equal average importance indicated by respondents 
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The regional destinations of respondent’s relocation efforts varied, as indicated in Figure 9, with no 
region gathering more than one-third of the responses. Southeast Asia and North America, excluding 
U.S., are the primary locations targeted for relocation. 
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