
 

 

 

REPOSITORIO DIGITAL UNIVERSITARIO 

(RDU-UNC) 

 

 

Trade policy in retrospect. The great recession and the 

determinants of tariff and antidumping restrictions in 

Argentina, Brazil and Mexico 

  

 Alejandro D. Jacobo, Ileana R. Jalile 

 

 

 

Ponencia presentada en XXXIII Congreso Internacional de Economía Aplicada realizado en 2019 

en la Universidad de Vigo. Vigo, España 

 

 

 

 

 

 

Esta obra está bajo una Licencia Creative Commons Atribución – No Comercial – Sin Obra 

Derivada 4.0 Internacional 

http://creativecommons.org/licenses/by-nc-nd/4.0/
http://creativecommons.org/licenses/by-nc-nd/4.0/


TRADE POLICY IN RETROSPECT: THE GREAT 
RECESSION AND THE DETERMINANTS OF TARIFF 
AND ANTIDUMPING RESTRICTIONS IN ARGENTINA, 
BRAZIL AND MEXICO

ALEJANDRO D. JACOBO
Instituto de Economía y Finanzas/Centro de Investigaciones en Ciencias Económicas (CIECS-

CONICET)/Universidad Nacional de Córdoba,
Av. Valparaíso s/n, Córdoba X5000IRV. Argentina

ILEANA R. JALILE
Instituto de Economía y Finanzas/Centro de Investigaciones en Ciencias Económicas (CIECS-

CONICET)/Universidad Nacional de Córdoba,
Av. Valparaíso s/n, Córdoba X5000IRV. Argentina

e-mail: jacoboa@eco.unc.edu.ar

Resumen
Este  trabajo  resume  los  determinantes  macro  y  microeconómicos  de  las  barreras
arancelarias  y  antidumping (AD) en  Argentina,  Brasil  y  México utilizando datos antes y
después de la Gran Recesión de 2008. En cuanto a las barreras arancelarias, los acuerdos
institucionales parecen haber mantenido el control de las tarifas aplicadas después de la
crisis, mientras que el impacto positivo del comercio intraindustrial revela la dependencia
gubernamental de los ingresos arancelarios en ambos países sudamericanos. En cuanto a
los determinantes de AD, la evidencia indica que Argentina ha aumentado aún más las
investigaciones de AD después de la crisis como un complemento a las tarifas. Finalmente,
la Gran Recesión no ha reforzado la relación entre los movimientos en el tipo de cambio y el
inicio de un procedimiento de AD.

Palabras clave: Política comercial, barreras comerciales, antidumping. 

Abstract
This  paper  summarizes  the  macro  and  microeconomic  determinants  of  tariff  and
antidumping (AD) barriers in Argentina, Brazil and Mexico using pre- and post-2008 Great
Recession trade and protection data. As to tariff barriers, institutional agreements appear to
have kept applied tariff in control after the crisis, while the positive impact of intra-industry
trade  reveals  the  governmental  dependence  on  tariff  revenue  in  both  Sud-American
countries.  As  to  AD  determinants,  the  evidence  indicates  that  Argentina  have  further
increased AD investigations after the crisis as a complement to tariff.  Finally,  the Great
Recession has not reinforced the relationship between movements in the exchange rate and
the start of an AD procedure.

Key Words: Trade policy, trade barriers, antidumping.
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1. INTRODUCTION

Following the onset of the financial crisis in September 2008 and the subsequent
“Great  Trade  Collapse”  (Baldwin,  2009),  several  countries  used  trade  policy
instruments as part of their response to the Great Recession (GR). While there was
not a large-scale resort to protectionism as in the Great Depression, during the GR
several Latin American economies were “active” users of these instruments and
trade barriers enacted by Argentina, Brazil and, to a lesser extent, Mexico, have
been shown to be particularly significant. 

Although most of these trade barriers are now dismantled, a walk through 2008-
2010  shows  that  Argentine  trade  barriers  have  become  less  and  less  about
industries traditionally targeted by these measures —such as steel— and more and
more about restrictions on Chinese exports in a variety of industries (Moore, 2011).
Interestingly, the acceleration of Brazil trade barriers during the crisis appears to be
somewhat uncorrelated with the performance of the Brazilian real economy (which
according to the official statistics continued to growth), but probably related to an
appreciation of the real with respect to the currency of Brazil’s trading partners. As
to Mexico,  AD measures remains concentrated on two countries,  the USA and
China,  although  the  Mexican  economy  has  diversified  its  trade  over  the  last
decade.  In  this  case,  while  different  countries  have  increased  their  share  in
Mexican  trade,  their  role  in  Mexico’s  larger  AD  picture  has  remains  small
(Robertson, 2011).

The protectionist response of these economies during the GR is like a puzzle and
disentangling  the  underlying  determinants  of  trade  policy  measures  is  an
interesting  exercise  that  helps  stakeholders  to  better  understand  the  political
economy of trade policy in that time (Bown, 2011). To our knowledge, there is no
empirical  evidence on:  (a) the effectiveness of bound rate commitments behind
countries’ conduct during the crisis; (b) the significance of Intra-Industry Trade (IIT)
as a source of public revenues via trade restrictions; (c) the relevance of global
chains in dissuading governments for enacting trade measures on intermediate
inputs; and (d) the relationship —if any— between currency movements and AD
procedures.

Following Jacobo and Jalile (2013), this paper aims at addressing these questions.
It  summarizes  the  determinants  of  trade  policy  in  Argentina  and  Brazil,  and  it
extends the analysis to Mexico during the GR. The study also verifies if countries
had changed their behaviour as a consequence of the 2008 financial crisis. For this
purpose, it  explores the determinants of  Tariff  Barriers and AD over the period
2002-2010 which covers the peak of the crisis.

As  known,  there  is  a  vast  theoretical  and  empirical  literature  analysing  the
determinants of trade protection in the economy. In recent decades, however, this
literature  has  moved towards  the  “endogenous”  trade  policy  determination  and
constitutes  the  core  of  the  literature  on  the  political  economy  of  trade  policy
(Gawande and Krishna 2008). Following this literature, we use 6-digit Harmonized
System (HS) tariff, non-tariff and trade data provided by Word Integrated Trade
Solution (WITS), Temporary Trade Barriers (TTB) and Global Trade Alert (GTA)
databases. The level of disaggregated data allows us to take into account sectoral
and  partner  countries  differences  that  influence  on  trade  protectionism.  This
strategy is not a novel one. Among other authors Olarreaga and Vaillant (2011)
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and  Gawande  et  al.  (2011)  have  already  analysed  the  determinants  of  trade
policies  using  disaggregated  data  as  we do.  However,  in  comparison  with  the
previous literature, we focus specifically on Argentina and Brazil, we add Mexico to
the analysis,  and we try to see if  there is  a change in the behaviour  of  these
countries after the crisis with available data.

The rest of the paper proceeds as follows. Section 2 develops a simple model in
which the presence of discriminatory policies such as tariff and AD in a particular
sector from a specific country depends on macro and microeconomic determinants.
Section 3 reports the results. Section 4 concludes.

2. THE DETERMINANTS OF TARIFF AND NON-TARIFF TRADE
RESTRICTIONS

We  firstly  estimate  a  Tariff  Barrier  equation  where  dependent  variable  is  the
Effectively Applied Tariff defined as the lowest available tariff. If a preferential tariff
exists,  we  use  it  as  the  effectively  applied  tariff;  otherwise  we  use  the  Most
Favoured Nation (MFN) applied tariff. In this equation, we include the usual macro
and microeconomic determinants (Gawande et al.  2011; Olarreaga and Vaillant
2011).1 The equation is as follows:

tg,p,t=α1( tbndprfg,p,t )+α2( iitg,p,t−1 )+α3(VSg )+a4( VS1g)+α g+αp+α t+εg,p,t

where tg,p,t  represents the level of the Effectively Applied Tariff on good g, imported
from partner p at time t; tbndprg,p,t  is a composite measure of tbnd and tprf (tbnd is
the bound rate commitment at the WTO and tprf is the preferential tariff rate) and
represents the value of this variable on good g imported from partner p at time t;
iitg,p,t-1  is a measure of  intra-industry trade  on  good  g imported from partner  p at

time t-1; VSg and VS1g are measures of vertical specialization on product g; α g

is an HS six-digit fixed effect; α p  is a partner fixed effect; and  
α t is a time

fixed effect.

The coefficient associated to the bound rate tbndprf ( α 1 ) measures influence of
institutions. As known, countries make commitments in terms of the “ceiling” above
which they promise not to raise their applied duty but do not in terms of “applied
protection”. However, if a country decides to sign a Preferential Trade Agreement
(PTA) the new effective bound on its tariff rate would be the preferential tariff rate
(tprf). Following Gawande et al. (2011), the study defines a composite measure
where tbndprf = tprf whenever tprf is applicable, or tbndprf = tbnd otherwise. The
coefficient  is  expected  to  be  positive  and  small  if  the  structure  of  GATT/WTO
incentives keep applied tariff in check.

The coefficient α 2  captures the impact of IIT on the tariff barrier level. If tariffs in
the countries are strategic as a source of government revenue one may expect a
positive correlation between IIT and the dependent variable (Gawande et al. 2011).

Vertical Specialization could be defined as production arrangements in which firms
make final goods via multiple stages located in several countries. The literature
points out that vertical specialization could have an impact on the tariff level.  The
study introduces two measures of vertical specialization: VS and VS1 (Hanson et

1
 Gawande and Krishna (2008) provide a short and accurate review of the literature.
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al. 2003). VS is the share of imports in a sector that is used directly and indirectly in
the country’s own exports (i.e. embedded as intermediate inputs). VS1 is the share
of a sector’s exports used as intermediates by exporters in other countries. These
two variables have been constructed in Daudin et al. (2011) using trade and input-
output data from the Global Trade Analysis Project (GTAP) database and we use
them following the methodology suggested by Jacobo and Jalile (2015).2 While a
positive coefficient in VS may indicate that the exporters are not powerful enough
to overcome the governmental decision to raise revenues, a negative coefficient on
VS1 can be interpreted as a global supply chain working against protectionism.

Other macroeconomic determinants of policy trade responses that may vary across
years such as the level of activity, unemployment and institutional variables have
been taken into account with the use of year fixed effects (Olarreaga and Vaillant
2011). The microeconomic determinants of trade policy instruments such as the
concentration of the sectors, output or the extent to which workers are unionised
remain constant during the period and our study controls them using product fixed
effects.

Secondly, we estimate an AD  equation where the dependent variable is the AD
initiation. With regard to this equation, the determinants of Non-Tariff Barriers have
also been extensively studied in the literature (Aggarwal 2004; Knetter and Prusa
2003; Prusa and Skeath 2002; Sabry 2000). We propose the following equation:

AD g,p,t=  α1 (uvg,p,t-1)+α2(mg,p,t−1 )+α3 (VS g )+α 4( VS1g )+a5 ( tg , p ,t )+α6 (RBER p,t )+

α g+α p+α t+εg,p,t

where  ADg,p,t   is a dummy variable indicating the presence of an  AD on good  g
imported from partner p at time t;  uvg,p,t  is the unit value of good g imported from
partner p at time t; mg,p,t is the value of imports of good g imported from partner p at
time t; tg,p,t is the Effectively Applied Tariff on good g  at time t;  VSg and VS1g  are
measures  of  vertical  specialization  on  product g;  RBERp,t is  the  real  bilateral

exchange rate with respect to partner’s p currency at time t; α g  is an HS six-digit

fixed effect; α p  is a partner fixed effect; and α t  is a time fixed effect.

As microeconomic determinants that affect trade policy responses we consider the
price and the value of imports which vary across partners, years and sectors. We
postulate that the propensity to initiate an AD procedure would increase with larger

imports (α 2>0 )  and it is less likely to be found with higher unit prices (α1<0 ) .

We include the vertical specialization (VS and VS1) measures. One expects that
an increase in vertical specialization reduce protectionism in the reporting country
whether  local  governments  favour  global  supply  chains.  This  means  that  AD
initiations should be inversely related with vertical specialization measures. On the
other  hand,  a positive coefficient  on VS could  be associated with the fact  that
exporters  in  the  reporting  countries  are  not  powerful  enough  for  fight  against
protectionism, while a positive coefficient on VS1 could indicate that exporters of
partner countries are not lobbying against protectionism on local governments.

Among the most important macroeconomic determinants, the study includes MFN
(or effectively applied tariff) rates and RBER. While the coefficient associated to

2
 Daudin generously provided us with the data.
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tariff rate indicates the extent to which AD and tariff rates act as a complementary
or  substitute  measure  to  trade  policy,  the  sign  of  RBER  coefficient  can  be
ambiguous. Feinberg (1989) suggests that the coefficient should be positive as the
depreciation of the local currency increase the probability of finding dumping, while
Knetter and Prusa (2003) propose that the coefficient should be negative because
a depreciation of the local currency does not provoke damage to the economy. 

As  in  the  tariff  equation,  we  use  year  fixed  effects  to  control  for  domestic
macroeconomic determinants of policy trade responses that vary across years as
well  as  for  microeconomic  determinants  of  trade  policy.  In  both  equations,  we
explain the presence and level of trade barriers in a 6-digit HS product imported
from a particular country in a given year. This disaggregation is required because
tariff and non-tariff barriers are determined at the product level.

3. ESTIMATION AND RESULTS

The estimates from a baseline partner and year fixed effects model  of  applied
bilateral tariffs are summarized in Table 3.1. In the model,  the year fixed effect
controls for any domestic macroeconomic change such as the level of economic
activity or unemployment in the reporter countries. The partner fixed effect controls
for  any  particular  determinant  of  protection  towards  that  partner  that  is  time-
invariant, as for example distance, institutional similitudes, as well as similarities in
the comparative advantage. The model performs well.

The  coefficient  of  0.25  on  tbndprf for  Argentina  indicates  that  if  bound  rate
(adjusted for PTA agreements) increases 1 point Argentina’s bilateral applied tariff
increases 0.25 points. In general, the small coefficients associated to this variable
are the rule in the table and they may indicate that WTO incentives kept applied
tariffs in check. A similar explanation is found in Gawande et al. (2011).
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Table 3.1
Baseline Model of Applied Bilateral Tariffs for

Argentina, Brazil and Mexico

tBNDPRF 0.2502 *** 0.2867 *** 0.3006 ***

0.0013 0.0011 0.0008

IIT 1.6420 *** 1.2547 *** -0.3437 ***

0.0519 0.0353 0.0483

VS 10.7300 *** 17.6481 *** -13.7267 ***

0.1151 0.1689 0.0753

VS1 -10.4062 *** -23.5130 *** -42.9247 ***

0.1182 0.1001 0.1363

N 405806 520806 631402

Partner FE Yes Yes Yes

Year FE Yes Yes Yes

R
2

0.3577 0.4189 0.5614

MEXARG BRA

Notes: (1) Dependent variable is applied tariff; (2) tBNDPRF is the bound rate augmented by 
preferential rate when applicable; (3) Standard errors in italics; (4) *** p<0.01; (5) Data pooled 

across 2002-2010.

The coefficient of 1.64 on IIT for Argentina indicates that a higher IIT is associated
with an increase in Argentinean tariffs. This is quite the opposite of the prediction
from  intra-trade  models  that  emphasize  the  additional  welfare  gains  from
expanding  the  varieties.3 Besides,  the  positive  sign  on  IIT  could  indicate  the
dependence of Argentina on tariffs as a source of public revenues. Since much of
the Argentinean trade is with PTA’s associates more revenues mean higher tariffs
on non-PTA partners, even if trade with them is two-way trade in similar goods. For
Mexico, however, IIT has a negative coefficient that may indicate the additional
welfare from expanding the variety in differentiated products. In this case, the gains
from trade appear to overwhelm the revenues reasons for raising tariffs. 

While measures of VS do not dissuade the use of tariff in Argentina and Brazil, it
does  deter  their  use  in  Mexico.  Recall  that  the  VS  measure  of  vertical
specialization is the share of imports in a sector that is used directly and indirectly
in the country’s own exports (i.e. embedded as intermediate inputs). So, while the
exporters of countries included in the first club of nations are not powerful enough
to overcome the need to raise revenues, the importance of exporters in Mexico is
apparently significant.

The second vertical  specialization measure (VS1)  shows a negative  coefficient
across  the  table.  This  could  be  interpreted  as  a  global  supply  chain  against
protectionism. The coefficients suggest that the governments are enthusiastic to
enhance  their  exporters’  interests  by  reducing  tariffs  on  the  inputs  used  by
(upstream)  home exporters  in  order  to  enhance  their  competitive  position  with

3
 The results presented in Jørgensen and Schröder (2006) and Brander and Spencer (1984) could also

explain the positive correlation we have found.
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foreign users. The negative coefficients may also be taken as evidence for the idea
that exporters in foreign countries may (politically) influence home tariffs since their
competitiveness depends on the supply of cheap inputs from home producers.

Following Gawande et  al.  (2011),  each  variable  is  interacted  with  a  post-crisis
dummy  to  find  out  whether  the  relationships  observed  in  Table  3.1  remained
unaltered through the crisis or were fundamentally changed by it. The results are
presented in Table 3.2.

Table 3.2

Explaining Applied Bilateral Tariff Before and After 2009 in

Argentina, Brazil and Mexico

tBNDPRF 0.2436 *** 0.2707 *** 0.3307 ***

0.0014 0.0011 -12.4735

IIT 1.8771 *** 1.3880 *** -0.4970 ***

0.0573 0.0392 0.0556

VS 11.0759 *** 12.5779 *** -11.9952 ***

0.1273 0.1890 0.0868

VS1 -10.9265 *** -20.0695 *** -39.6396 ***

0.1309 0.1121 0.1570

tBNDPRFxI2009 0.0255 *** 0.0655 *** -0.1147 ***

0.0021 0.0018 0.0014

ITTxI2009 -1.2729 *** -0.4936 *** 0.5272 ***

0.1294 0.0840 0.1032

VSxI2009 -1.7366 *** 23.2473 *** -6.6868 ***

0.2933 0.4024 0.1680

VS1xI2009 2.4124 *** -15.8650 *** -12.4735 ***

0.2865 0.2316 0.2992

N 405806 520806 631402

Partner FE Yes Yes Yes 

Year FE Yes Yes Yes 

R-squared 0.3586 0.4270 0.5677

Notes: (1) Dependent variable is applied tariff; (2) tBNDPRF is the bound rate augmented by 
preferential rate when applicable; (3) Standard errors in italics; (4) *** p<0.01;  (5) Data pooled 

across 2002-2010.

MEXARG BRA

The  positive  and  statistically  significant  coefficient  on  the  interaction  term
tbndprfxI2009 in Argentina and Brazil indicates that these countries did not lower
their tariffs, but they feel the pressure to raise them in the post-crisis period. In the
case of Argentina, for example, the coefficient on  tbndprf increased by 0.026 in
2009 over a pre-crisis coefficient of 0.24, signaling a readiness to increase tariffs
up to the bound levels.

The coefficient on IITxI2009 for Argentina is negative. However, taken into account
the overall impact of IIT post-crisis on the level of the tariff (1.8771-1.2729), one
may  conclude  that  Argentinean  public  finances  effectively  depend  on  tariff
revenues. The same conclusion may be applied for Brazil. We also observe that
the overall  impact  of  IIT  on Mexico has changed after  the crisis.  In fact,  while
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before  the  crisis  the  theory  emphasizing  the  additional  welfare  gains  from
expanding the varieties was verified, after the crisis the theory of  tariff  revenue
dependency was applied.

As  to  the  vertical  specialization  measures,  the  coefficient  of  VS1xI2009 shows
large  negative  one  for  Mexico  and  Brazil.  In  the  post-crisis  period,  the  export
sectors in Brazil’s partner countries seem to have a strong influence on lowering
their tariffs, particularly on products that the partners import from those countries
for intermediate use.4 To a lesser extent, this source of anti-protectionism is also
evident in Argentina.

Table 3.3
Applied Bilateral Tariff with Product Fixed Effect in

Argentina, Brazil and Mexico

tBNDPRF 0.3738 *** 0.3587 *** 0.3939 ***

0.0008 0.0009 0.0006

tBNDPRFxI2009 0.0399 *** 0.0758 *** -0.1093 ***

0.0009 0.0008 0.0009

IIT -0.0366 0.0068 -0.3247 ***

0.0275 0.0196 0.0365

ITTxI2009 -0.4264 *** -0.0038 0.6951 ***

0.0548 0.0381 0.0651

N 403587 520806 631358

Partner FE Yes Yes Yes

Year FE Yes Yes Yes

Product Yes Yes Yes

R-squared 0.3115 0.3337 0.4693

Notes: (1) Dependent variable is applied tariff; (2) tBNDPRF is the bound rate augmented by 
preferential rate when applicable; (3) Standard errors in italics; (4) *** p<0.01;  (5) Data pooled 

across 2002-2010.

MEXARG BRA

Table 3.3 presents the result of the estimation including good fixed effects. The
coefficients  associated  with  the  institutional  variable  tbndprf do  not  present  a
significant  change in  comparison with  the previous specification.  However,  one
may see some changes on the overall  impact  of  IIT on protectionism after  the
crisis. In fact, while a positive impact of IIT in the level of the tariff was the rule in
the previous specification (indicating that weak tax system in these countries relies
almost at all on tariff revenue), when considering product fixed effect this relation
has changed. On this new approach, there is evidence that in Argentina the gains
from trade in similar, but differentiated products appear to overwhelm the need to
use tariff for revenues purposes.

4
 A lower cost makes partners more competitive and, in turn, this situation increase the purchases from

Brazilian suppliers and expand their exports.
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Table 3.4
Conditional Logit Model of the Incidence of AD Initiations Before and After 2009

for Argentina Brazil and Mexico

t 0.0444 *** 0.1059 *** 0.0229 ***

0.0186 0.0178 0.0042

VS 3.5078 *** 6.6032 *** 3.7400 ***

1.1251 2.8009 1.0817

VS1 -0.1454 3.5772 *** 4.3331 ***

1.2038 1.6331 1.5355

RBER -1.5047 *** -2.2312 *** 0.0231

0.5875 0.8672 0.0658

Imports 0.0000 0.0000 *** 0.0000

0.0000 0.0000 0.0000

Unit Values -0.0134 -14.0099 *** -64.5921 ***

0.0240 7.2951 21.4922

txI2009 0.0523 *** -0.0089 -0.0033

0.0238 79.4899 0.0462

VSxI2009 -5.4049 *** 0.8666 -5.8989

1.8031 17274.2700 4.7066

VS1xI2009 0.2014 -1.5298 -4.7378

1.9595 10344.7600 6.5183

ImportsxI2009 0.0000 0.0000 0.0000

0.0000 0.0070 0.0000

UnitValuesxI2009 -0.0146 -13.9624 -45.8221

0.0559 49282.1500 102.7704

RBERxI2009 1.2404 *** -0.1363 -0.5507

0.4894 3340.1530 0.5213

N 148284 125851 159138

Partner FE Yes Yes Yes 

Year FE Yes Yes Yes 

Notes: (1) Dependent variable is a binary variable indicating the presence of an AD initiations in 
a particualr HS 6 digit sector;  (2) Standard errors in italics; (3) *** p<0.01.

ARG BRA MEX

The study looks at the incidence of AD initiations using conditional logit models
with  partner,  product  and  year  fixed  effects.  Previous studies  of  trade  defense
measures have restricted their  samples only to sectors in which these kinds of
measures have taken place. In our study, we compare 6-digit HS commodities on
which AD investigations occurred with the overwhelming number of cases in which
these investigations do not exist.

Table 3.4 presents the results of estimating the  AD equation. All the countries in
the sample show a positive relationship between AD initiations and the tariff level.
This could suggest  that  both measures are complementary.  This relationship is
only reinforced after the crisis in Argentina and it indicates that this country may
have  stepped-up  AD  investigations  after  the  crisis  as  a  complement  to  tariff
barriers.

The coefficient on RBER is negative and statistically significant for Argentina and
Brazil. This indicates that an appreciation of their currency against the currency of
their  trading  partners  makes  an  AD  initiation  more  likely  to  occur.  When  this
variable is evaluated in the post crisis period, the study finds that the coefficient
has reduced in Argentina and remains the same in Brazil. Consequently, the crisis
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has not reinforced the relationship between movements in the exchange rate on
the probability of an initiation of an AD procedure.

The  coefficients  on VS are  positive  for  all  countries.  For  the  post-crisis  years,
Argentina is the only country where a change in the relationship between VS and
AD is detected. Specifically, this may indicate that Argentinean exporters are now
more powerful in fighting against AD initiations over their imports.

As to VS1, the coefficient is positive for Brazil and Mexico. Recall that a negative
sign on this variable may indicate that  government favors global  supply  chains
while  a  positive  one  could  indicate  that  foreign  exporters  do  not  have  political
influence on the local economic policy.

While  in  Table  3.4  one  may  observe  that  the  propensity  to  initiate  an  AD  is
positively  related  with  the  level  of  the  tariff  effectively  applied  on  a  particular
product,  it  is  important  to  consider  that  some  problems  of  endogeneity  may
emerge. The strategy in our study is to control for 6-digit HS product-fixed effect.
Our empirical approach assumes that the endogeneity problem could arise due to
a non-observed variable that determines both AD initiations and the level of the
tariff.  Such  non-observed  variable  could  be  the  political  strength  of  domestic
producers of each 6-digit HS product. Therefore, controlling for product, year and
partner  fixed  effects  is  our  last  estimation  and  we  present  the  results  of  this
specification in Table 3.5.

For Argentina, the most important determinant of the probability of an AD initiation
the  RBER.  It  means that  the propensity to  initiate a trade defense measure in
Argentina strongly depends on the level of appreciation of its currency against its
partner’s  countries  and  that  for  years  after  2008  this  relationship  has  been
reinforced. While prior to 2008 the relationship between the level of the tariff and
the probability of initiate an AD procedure is not statistically different from zero,
after  crisis  one  can  observe  a  complementarity  between  both  measures  of
protectionism. 

With regard to Brazil, Table 3.5 shows that the propensity to initiate an AD depends
on the level of the tariff and the RBER. It indicates that tariff and non-tariff barriers
are complementary and that the propensity to initiate an AD in Brazil depends on
the level of appreciation of its currency against its partner’s countries. Besides, the
impact of these variables on the probability of initiating an AD remains the same
after the crisis.
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Table 3.5
Conditional Logit Model of the Incidence of Antidumping Initiations with Product

Fixed Effects for Argentina, Brazil and Mexico

t -0.0008 0.1708 *** 0.1604 ***

0.0303 0.0456 0.0392

RBER -1.5824 *** -2.6676 *** 0.0207

0.5957 0.9227 0.0783

Imports 0.0000 0.0001 *** 0.0000

0.0000 0.0000 0.0000

Unit Values -0.0052 -1.8700 -42.1161 ***

0.0067 4.4753 25.4968

txI2009 0.0563 *** -0.0409 -0.0397

0.0274 63.9757 0.0508

ImportsxI2009 0.0000 0.0000 0.0000

0.0000 0.0127 0.0000

UnitValuesxI2009 -0.0025 1.7309 -27.9655

0.0349 11457.6900 85.7151

RBERxI2009 1.3088 *** 0.2594 -0.5714

0.5224 2865.8620 0.5071

N 11831 5644 6911

Partner FE Yes Yes Yes 

Year FE Yes Yes Yes 

Product FE Yes Yes Yes 

Notes: (1) Dependent variable is a binary variable indicating the presence of an AD initiations in 
a particualr HS 6 digit sector;  (2) Standard errors in italics; (3) *** p<0.01.

ARG BRA MEX

In Mexico AD initiations and tariff appear to be complementary and the lower prices
for product imported from partners are more likely to lead to AD initiation. Both
effects are not reinforced after the crisis.

4. CONCLUDING REMARKS

This paper explores the macro and microeconomic determinants of tariff and AD
barriers in Argentina, Brazil and Mexico using pre- and post-2008 GR trade and
protection data. The study finds that institutional incentives appear to have kept
applied tariff in control. In fact, in spite of that all countries have plenty of space to
raise tariff, they did not strongly use it. 

It also finds that IIT is associated with an increase in tariffs with the exception of
Mexico. This could indicate that the countries strongly depend on tariff as a source
of government revenue. After the crisis, the overall impact of IIT on tariff level is
positive thus reinforces the dependence on tariff revenues.

The positive coefficients for Argentinean and Brazilian VS measures indicate that
exporters  of  these  countries  are  not  powerful  enough to  avoid  the  increase  in
federal government revenues. The estimations show that the crisis did not change
the relationship between the level of VS and the tariff. Thus, we observe some
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heterogeneity across the countries since Mexican exporters were successfully in
demanding protectionism.

The negative coefficient associated with the VS1 (i.e. the proportion of a sector’s
exports  used  as  intermediates  by  exporters  in  other  countries)  suggests  that
governments are enthusiastic to favor their  exporters by reducing tariffs on the
inputs used by (upstream) home exporters in order to enhance their competitive
position with foreign users. The negative coefficient could also support the idea that
foreign  exporters  have  influence  in  determining  trade  liberalization  in  the  LAC
analyzed.

As  to  AD  determinants,  tariff  and  non-tariff  protectionist  measures  are
complementary. The evidence for Argentina points out that this country may have
further  increased  AD  investigations  after  the  crisis  as  a  complement  to  tariff
measures.

Finally, the coefficient on RBER is negative and significant for Argentina and Brazil.
This indicates that an appreciation of their currency against the currency of their
trading partners makes an AD initiation more likely to occur. When this variable is
evaluated in the post-crisis period, the study finds that the coefficient has been
reduced in Argentina and it remains the same in Brazil. Consequently, the crisis
has not reinforced the relationship between movements of the exchange rate on
the probability of an initiation of an AD procedure.
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