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RESUMEN

Este articulo no trata sobre el libre comercio ni sobre el protec-
cionismo. Se trata del punto donde los dos pueden converger.
Un aspecto distintivo del aumento del proteccionismo durante
la dltima década es que se produce en un contexto de mayor
interconectividad global. Durante las ultimas tres décadas, los
paises de todo el mundo se han integrado mds a través de acuer-
dos comerciales preferenciales (ACP) y cadenas de valor globales
(CVG), al mismo tiempo que han erigido nuevas barreras comer-
ciales. ;Qué explica estas trayectorias contradictorias? La literatura
sobre la economia politica del proteccionismo comercial mues-
tra fdcilmente que los ACP promueven las interdependencias
comerciales; también ofrece argumentos convincentes sobre las
circunstancias en las que los gobiernos se ven obligados a pro-
teger sus economias. Sin embargo, tenemos poca evidencia de
cémo estas dos trayectorias ocurren a la vez. Este articulo ofrece
nueva evidencia de que los mecanismos institucionales como
los ACP, que durante décadas han impulsado la difusién de la
liberalizacién comercial, también pueden convertirse en canales
para la propagacién de proteccionismo menos transparente (por
ejemplo, medidas no arancelarias).

Palabras clave: politica comercial — proteccionismo — incerti-
dumbre - interdependencia — economia global.
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I.- INTRODUCTION

Much of the 20th century literatu-
re on trade liberalization focused on
the role of trade dependence and on
bilateral and multilateral trade agree-
ments in fostering trade openness. In
recent years, the World Trade Orga-
nization (WTO) has been urging its
members “to resist protectionism and
get trade moving again” (WTO, 2016
para.1). However, recent data on trade
policy choices suggest new protectio-
nist measures continue to be adopted.
Most obvious is the “U.S.-China Trade
War,” declared by the U.S. in March
2018 and followed up four months la-
ter by the imposition of hefty tariffs on
along list of Chinese products (Bown
& Kolb,2019)!. Recent academic work
on trade protectionism has concen-
trated on these kinds of bilateral tra-
de conflicts, largely overlooking an
explosion of less visible protectionist
measures in the past decade’.

This paper develops and tests
theory that explains the drivers of

This paper is part of a broader study con-
ducted from the University of Southern
California and Universidad Catdlica del
Uruguay. An expanded version of this paper
will be published as a book: Albertoni, N.
(2023) Trade Protectionism in an Uncertain
and Interconnected Global Economy. New
York, US: Routledge.

For more information about economic
uncertainty during the time of “U.S.-China
Trade War’, see Ahir, Bloom, and Furceri
(2018, 2020) and during COVID-19 pande-
mic, Altig et al. (2020).
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protectionist retaliation over the past
decade. New “murky protectionism’
has arisen in a context of high trade in-
terdependence and significant embe-
ddedness in bilateral and multi-late-
ral trade agreements >. This suggests
that new theory is necessary to explain
why trade-dependent, institutionally
embedded states are adopting protec-
tionist measures at all, and why they
are engaging the specific types of mur-
ky protectionism that we observe. This
question is vital to debates about inter-
national political economy and trade
policy from a theoretical and policy
perspective. We have now entered an
era in which major trade policy choi-
ces and related tensions are erupting
faster than the generation of theories
to explain them. This study of trade
policy trends since 2009 to the present
promises to put the Sino-American
tariff war in perspective and situate it
as part of a deeper and longer pattern
of 2lst-century protectionism (Evenett,

2]

For more details on the term “murky pro-
tectionism’, see Baldwin & Evenett (2009).
To define these new measures that go
beyond the traditional import tariff, Bald-
win & Evenett (2009, p. 4) clarify “murky
protectionism” as policies that “are not
direct violations of WTO obligations; they
are abuses of legitimate discretion which
are used to discriminate against foreign
goods, companies, workers and investors.
Examples include abuses of health and
safety regulations, and clauses in stimulus
packages that confine spending to domestic
producers”



Estudios Internacionales 205 (2023) ® Universidad de Chile

2019)*. Hence, the main goal of this
paper is to increase our understanding
of the rise in interdependent protec-
tionism in the last decade.

One distinctive aspect of this rising
protectionism is that it is occurring
against a backdrop of intense globa-
lization. Paradoxically, through prefe-
rential trade agreements (PTAs) and
global value chains (GVCs), countries
around the globe are becoming more
interconnected even as they erect new
trade barriers toward each other . This
trend starkly contrasts with past pat-
terns of protectionist escalation. The
contemporary literature argues that
the more interconnected countries
are, the less protectionist they are li-
kely to become (Baldwin, 2012; Lamy,
2013; Gawande et al., 2015; Jensen et
al.,2015). However, these same studies

The COVID-19 pandemic has hampered the
flow of global trade, an extraordinary cir-
cumstance that makes for a natural experi-
ment on how drastically slowed trade can
affect the global economy and developing
countries in particular. In a June 2020
report about the effects of COVID-19 on
trade, the WTO suggested that the collapse
in trade now could be far bigger than that
which occurred in response to the 2008
GFC. See WTO (2020a) Trade falls steeply
in first half of 2020, https://www.wto.org/
english/news_e/pres20_e/pr858_e.htm; and
Martin Wolf (2020) The dangerous war on
supply chains. Financial Times (June 23,
2020).

For a more detailed analysis on the debate
about globalization and protectionism, see
Maswood (2021), where he makes the case
that protectionism was behind the rapid
spread of GVCs.
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have barely spoken to this newer con-
tradictory phenomenon where pro-
tectionism and trade liberalization
are occurring simultaneously (Ahir
et al., 2018).

This paper is motivated by this con-
tradiction. I hypothesize that protec-
tionist trends over the last decade re-
veal a possible downside of PTAs and
GVCs. Why are protectionist measu-
res emerging in a context of high and
increasing interdependence? Prelimi-
nary evidence suggests that institutio-
nal mechanisms like PTAs, which for
decades have fueled the diffusion of
trade liberalization, can also become
channels for the spread of protectio-

nism in the form of less observable
6

non-tariff measures

I suggest that the rise of less visi-
ble protectionist measures (Evenett,
2019) has important policy implica-
tions. First, by showing that the deve-
loping world has indeed responded
to protectionism by relying on NTMs
and less transparent tools, we can cap-
ture a pattern of backsliding on tra-
de policy reform in many countries.
As Baldwin (1970) argued long ago in
Non-tariff distortions of international

It is important to highlight that although
PTAs and GVCs are instruments that crea-
tes interdependencies, the way they create
that interdependency is very different. One
is more legal (PTA) and the other one is
more economic (GVC). Hence, the effects
should be expected to occur in very diffe-
rent ways. For instance, effects of GVCs may
be more dynamics than PTAs.
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trade, a decrease in tariff measures over
the last decades is most likely offset by
NTMs; this practice has accelerated at
an alarming pace since the GFC.

As the literature and the real world
have shown, in a context of crisis and
uncertainty, governments face social
and business pressures to cushion
their economies from harsh external
blows (see, e.g., Baldwin 1989). Under
such circumstances, “the likelihood
of ‘copycat’ behavior arises, especially
with respect to discriminatory mea-
sures that go against the spirit, if may-
be not the law, of international trade
norms” (Evenett, 2019, p. 13). My theo-
retical intuition is that PTAs—and to
some extent GVCs too—create tra-
de dependencies, which under con-
ditions of high economic uncertainty,
can increase defensive trade mechanis-
ms between partner countries.

In the case of GVCs, the goal of
this paper is to introduce a prelimi-
nary analysis on their potential effects
on trade protectionism, since it is still
very challenging to precisely measure
GVCs (Gaulier et al., 2019). As I elabo-
rate further in this paper, GVCs refer
to a mode of international production
sharing, where production is broken
into separate activities and tasks are ca-
rried out in different countries”. Hence,
given their complex structure, there

7 This is the reason why this paper does not
elaborate in detail the expected results on
GVCs and potential causal mechanisms.
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is considerable debate about how to
properly measure GVCs (Hummels et
al., 2001; Gaulier et al., 2019)3.

The share of intermediate goods
traded between two countries is nor-
mally used as a proxy measure for their
participation in a GVC. Intermedia-
te goods are those that fall between
raw materials, services inputs, and fi-
nished goods. They are, in other words,
parts and components or semifinished
goods (World Bank, 2020). Gaulier et
al. (2019) show that in the last decade,
“the share of intermediate goods in
world trade in nominal terms is fairly
well correlated to various GVC indica-
tors based on international input-ou-
tput matrices” (p. 1). Hence, I use the
exchange of intermediate goods as
the best approximation to measure
the potential “GVC interconnection”
between two countries (Escaith et al.,
2010; De Backer & Miroudot, 2014).

Keeping this in mind, I compile a
novel dataset that captures how global
trade has been further slowed by the
rise of protectionist policy interven-
tions over the past decade. The signifi-
cance of this paper is the empirical do-
cumentation of a possible damage that
closed markets and trade nationalism

8 Authors such as Dar, A., et. al. (2020),
Osgood, I. (2018), have done an important
work on how GVC integration has created
new alliances within and across countries
lobbying for openness and against protec-
tionism.
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can inflict on the global economy and
on developing countries themselves.

I show that although the proli-
feration of PTAs may have changed
the way that countries trade among
themselves (Baldwin, 2012; Gawande
et al., 2015), these institutions have
not prevented the increased reliance
on non-tariff measures (NTMs). I also
explore whether the same mechanis-
ms may occur where potential GVC
linkages exist. The paper begins with
a brief historical review that contex-
tualizes the current trade juncture. A
following section reviews the political
economy literature on trade, with an
emphasis on those works that helped
to shape my hypotheses. A third sec-
tion presents my research design, mo-
del,and results. I conclude with a sum-
mary of my findings and reflect on
the path forward for future research
on this subject.

Since the launching of the Gene-
ral Agreement on Tariffs and Trade
(GATT) treaty in 1947, the global eco-
nomy has experienced four major re-
cessions, in 1975, 1982, 1991, and 2009.
The COVID pandemic has generated
a fifth recession, however, it is too soon
to speak to this phenomenon. To date,
as Kose et al. (2020, p. 3) note,“the 2009
GFC global recession, set off by the
global financial crisis, was by far the
deepest and most synchronized of the
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four recessions””. With the failure to

create an International Trade Organi-
zation in 1948, the GATT sufficed as

the multilateral trade forum until 1995

when the WTO was founded, and the

GATT was incorporated into it. Iro-
nically, it was at this same time that

countries formally started to negotiate

trade agreements among themselves.
For example, as 0f 1972, just 12 regional

trade agreements had been notified to

the GATT; by the end of the 1990s, this

number had increased to 81 . Since

then, the number of PTAs has grown

consistently, a trend defined in the li-
terature as a “new wave of regionalism”
(Mansfield & Milner, 1999, p. 589).

The 2009 recession was the first to
occur after countries had created a wi-
despread network of preferential trade
agreements and global value chains,
the latter becoming a main locus of
production'. The Great Recession

Itis important to highlight that, as different
authors suggest (e.g., Evenett,2019; Wise, C.,
Elliott Armijo, & Katada, 2015; Reinhart
and Rogoff, 2009), we are still trying to
understand the consequences of the 2009
crisis.

WTO, Regional Trade Agreements, <https://
www.wto.org/english/tratop_e/region_e/
region_e.htm>.

The International Monetary Fund (IMF)
defines a global recession as “a decline in
annual per capita real world GDP (PPP
weighted), backed up by a decline or wor-
sening for one or more of the following
macroeconomic indicators: Industrial pro-
duction, trade, capital flows, oil consump-
tion, unemployment rate, per capita invest-
ment, and per capita consumption” (See
Davis, 2009, par. 2).

10

1



NICOLAS ALBERTONI

The Risk of Murky Trade Protectionism in an Interconnected and Uncertain Global Economy

triggered high levels of economic un-
certainty and motivated governments
rely on PTAs to hedge against further
risks in a more interconnected world.
From a trade policy perspective, the
different debates about the real con-
sequences of the 2009 recession are
still underway. As Reinhart and Rogoff
(2009, p.1) claim, it was a different kind
of recession because “the essence of
the this-time-is-different syndrome is
simple. It is rooted in the firmly held
belief that financial crises are things
that happen to other people in other
countries at other times; crises do not
happen to us, here and now. We are
doing things better, we are smarter,
we have learned from past mistakes.
The old rules of valuation no longer
apply” Following Reinhart and Rogoff
(2009), we would also expect that the
ways in which countries were affected
by and responded to protectionism
and recession following the GFC also
shifted. Could it be that countries are
protecting their markets in “smarter
ways” because they may “have learned
from past mistakes”?

A full understating of current pa-
tterns of international trade requires
a broader conception of trade restric-
tions. As Evenett (2019, p. 6) states, “an
up-to-date definition of protectionism
would refer to all government acts that
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actually discriminate in favor of local
commercial interests over one or more
foreign rivals whatever the form of
international commerce or the form
of policy instrument used” Following
Evenett’s (2019) approach, an accurate
assessment of recent trade protectio-
nism requires a new method of measu-
rement, which will be explained below.

This paper takes the rise of protec-
tionism in the last decades as a fait
accompli. As Witt (2019) and several
others have pointed out, trade protec-
tionism has growth even before the
GFC and has never recovered since,
impacting in stopped trade growth
since then. As such, my focus is not to
prove the existence of this phenome-
non but to delineate and identify the
factors that have driven and perpetua-
ted it. In 2017 (before the start of the
U.S.-China trade war), the WTO secre-
tariat lamented that “G20 economies
may have opted in favor of implemen-
ting less traditional and transparent
measures to curtail trade, the secreta-
riat may have had more difficulties in
gaining access to the relevant infor-
mation and/or G20 economies imple-
mented fewer such measures during
this particular review period” (WTOa,
2017, p. 6).
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THEORY DEVELOPMENT

The Logic Behind Protectionist
retaliation and the role of PTAs and
GVCs

Under Bretton Woods, the world
saw sustained trade liberalization for
half a century. However, since the com-
pletion of the Uruguay Round in 1994
and the incorporation of the Gene-
ral Agreement on Tariffs and Trade
(GATT) into a newly created World
Trade Organization (WTO) in 1995, the
world has experienced a rapid prolife-
ration of PTAs, which have radically
changed the internal logic of the glo-
bal trading system. PTAs, for instance,
have transformed the ways in which
countries trade among themselves
(Egger et al., 2011) and how they im-
plemented liberalizing policies with
closer trading partners (Cieslik & Ha-
gemejer, 2011). In a similar way, GVCs
have overhauled the ways in which
countries and their large multinatio-
nal corporations produce internatio-
nally. The ways these institutional tra-
de and production mechanisms have
also become channels for the spread of
protectionism are subtle and enshrou-
ded in high levels of economic uncer-
tainty. This book is motivated precisely
by this contradiction. I hypothesize
that protectionist trends over the last
decade reveal a possible downside to
the proliferation of PTAs and GVCs,
as these have become the institutional
locus for less observable, non—tariff
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measures. In other words, economic
interdependence in the context of
high economic uncertainty can devol-
ve into a spiral of protectionism becau-
se “many governments simultaneously
face pressure to reflate national econo-
mies and defend national commercial
interests” (Evenett, 2019, p. 26).

In other words, PTAs and GCVs
have increased countries’ interconnec-
tivity and bilateral trade flows (Gereffi,
2014; Baccini & Diir,2012). At the same
time, the last decade has been marked
by countries’ economic and trade un-
certainty and resort to trade protectio-
nism (Ahir et al., 2018). The WTO has
mostly concentrated on the regulation
of tariff measures while domestic tra-
de policy has increasingly emerged
in less observable non-tariff measures
(“trade policy substitution”) (Beverelli
et al., 2019; Grundke and Moser, 2019;
Evenett, 2019). For decades, the mecha-
nisms that have fueled the diffusion of
trade liberalization under the WTO
(PTAs and GVCs), can also become
channels for protectionism (based on
less observable non—tariff or murkier
measures). I argue that countries have
changed the way they respond to pro-
tectionism, which impacts both coun-
tries’ bilateral relations.



NICOLAS ALBERTONI

The Risk of Murky Trade Protectionism in an Interconnected and Uncertain Global Economy

Insights from the Recent Literature

Goldberg and Pavcnik (2016, p. 1)
provocatively ask, “does trade policy
still matter?” They note that over the
last two decades, international trade
research has shifted its focus from tra-
de policy to other forms of trade fric-
tion. They also challenge this idea by
examining a large body of evidence
and conclude that:

The perception that trade policy is
no longer relevant arises to a large
extent from the inability to preci-
sely measure the various forms of
non-tariff barriers that have repla-
ced tariffs as the primary tools of
trade policy. Better measurement is
thus an essential prerequisite of po-
licy-relevant research in the future.
Despite measurement challenges
and scant evidence on the impact
of actual policy changes, existing
evidence when properly interpre-
ted points to large effects of trade
policy on economically relevant
outcomes, especially when trade
policy interacts with other develo-
pments, e.g., technological change
(p.10).

Another key theme in the literature
has been to discern how the prolife-
ration of protectionist policies since
2008 has affected key economic sectors.
To elaborate on this point, Yi (2009,
p. 2) argues that a “massive reorien-
tation of trade flows towards multi-
ple-step supply chains” has played an

important role in spurring protectio-
nist dynamics. Bems et al. (2009, para.
4) are even more specific:

Vertical specialization transmission
mechanism is subtle...growing
vertical specialization implies that
more cross-border transactions oc-
cur between separate stages of the
production process. If the elasticity
of substitution across stages is very
low, then shocks to production in
one country could be transmitted
forcefully to other stages under-
taken elsewhere... if demand shoc-
ks are concentrated on goods that
are vertically specialized, then tra-
de is highly sensitive to changes
in demand.

At the same time, Bems et al. (2009,
para.2) assert that “while all these chan-
nels seem plausible and many analysts
have asserted that they have played an
important role in the trade collapse,
there has been, to date, little evidence
supporting the notion” Gawande et al.
(2015), using trade policy data for seven
large emerging market countries (Ar-
gentina, Brazil, China, India, Mexico,
South Africa, and Turkey), find that
participation in global value chains is

“a powerful economic factor determi-
ning trade policy responses” (p. 102).
And yet, Blanchard et al. (2016) dispute
this claim. They show that GVCs have
increased the share of firms that rely
on international supply and lobby for
international trade openness. My theo-
retical intuition is that PTAs—and to

17
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some extent GVCs—create trade de-
pendencies, which under conditions
of high economic uncertainty can spill
over into defensive trade mechanisms
between partner countries.

On the effect that PTAs can have
with regard to trade policy, the litera-
ture on the political economy of PTAs
has been concentrated mostly on why
countries negotiate and sign PTAs
(Baldwin, 1993; Chase, 2003; Manger,
2009; Baccini & Dur, 2012). More re-
cently, the focus has been on the effect
PTAs have on signatory countries in
terms of trade flows (Baier & Bergs-
trand, 2007) and other areas of po-
litical concern, such as their ability
to reduce bilateral conflict between
PTA members (Hafner-Burton, 2005;
Mansfield et al., 2008; Mansfield &
Reinhardt, 2008). Some more recent
studies report contradictory findings.
For instance, Kono (2007), in investiga-
ting the effect of PTAs in 30 countries
from 1988 t0 1998, found that they have
“important but contradictory condi-
tional effects: they promote multila-
teral liberalization when members’
intra- and extra-FTA comparative ad-
vantages are similar but impede such
liberalization when these comparati-
ve advantages are different. FTAs can
thus, depending on the circumstances,
either help or hinder broader trade
liberalization” (p. 165). Nevertheless,
most of the studies on this topic have
concentrated more on the positive as-
pects of PTAs (Lim3o,2016). For exam-
ple, according to Young (2017), PTAs
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can foster various levels of integration,
including “deep” integration.

Another area of political concern
is whether PTAs can reduce bilateral
conflict between PTA members (Haf-
ner-Burton,2005; Mansfield et al.,2008;
Mansfield & Reinhardt,2008). On the
role played by interdependence, aca-
demic studies to date have generally
concentrated on the positives of inter-
dependence (through PTAs or GVCs).
This argument goes back to the in-
ternational political economy (IPE)
and peace research agendas, both of
which state that increased economic
and political interdependence redu-
ces the likelihood of conflict between
countries (Copeland, 1996). Although
realist theorists like Waltz (2000, p.14)
insist that interdependences “multi-
plies the occasion for conflict” neither
side in this IPE debate has sufficient-
ly considered how interdependence
can create and encourage channels of
protectionism. But, only a few authors
have studied rising protectionism in
the context of heightened interdepen-
dence (Blanchard et al., 2016; Bems
et al., 2009; Yi, 2009, Manger, 2009).
I concur with Yi (2009)—one of the
few to take up this challenge—who
argues that “massive reorientation of
trade flows towards multiple-step su-
pply chains” has played an important
role in current protectionist dynamics
(p.2).

Governments generally pursue
policies that maximize their support
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from influential political groups. Eve-
nett (2019, p.26) reminds us that “many
governments simultaneously face pres-
sure to reflate national economies and
defend national commercial interests?”
Studies have shown that uncertainty
exacerbates this scenario, leading one
country in a group of two or more
trading nations to impose a gradua-
lly rising tariff on the others (Bald-
win & Evenett, 2009). Eventually, this
added cost on imported goods indu-
ces retaliation from the other nations.
This retaliation can encourage either
liberalization or a protectionism, with
market characteristics acting as the
deciding factor. At the same time, the
very threat of retaliation may play a
key role in triggering trade liberali-
zation (Gould & Woodbridge, 1998).

Hypotheses, Model and Data

In Table 1,1 present my hypotheses
concerning the dynamic of rising in
interdependent protectionism in the
last decade. The first set of hypotheses
concerns how countries respond to
protectionism and the effect of PTAs
and GVCs on such responses.

First, I hypothesize that, when a
country is adversely affected by ano-
ther country’s protectionist measures,
it will systematically respond to that
country with retaliatory protectionist
measures. Hence,in Hypothesis 1,1 test
whether an increase in import restric-
tions by country B on country A at
time #-1 has a positive effect on import
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restrictions by A on B at time . Howe-
ver, at least theoretically, the existence
of PTAs between two countries redu-
ces the possibilities of protectionist
escalation. In other words, a PTA—ce-
teris paribus—lowers the probability
and severity of bilateral protectionist
dynamics. In line with the literature
on trade interdependence, we would
expect that the more interconnected
countries are, the less protectionist
they are likely to become (e.g., Bald-
win, 2012; Gawande et al., 2015; Rodrik,
2009; Jensen et al., 2015; Lamy, 2013).
Hence, in Hypothesis 2, I posit that
PTAs and GVCs are negatively corre-
lated with protectionist responses. In
Hypothesis 3,1 test the extent to which
GVCs decrease the likelihood of a pro-
tectionist response.

HYPOTHESIS 1: Countries will
retaliate against those nations
that initially target them with
a protectionist measure (Direct
Retaliation).

HYPOTHESIS 2: Preferential Tra-
de Agreements (PTAs) are negati-
vely correlated with protectionist

responses (Conditional Effect of
PTAs).

HYPOTHESIS 3: Global Value
Chains (GVCs) are negatively co-
rrelated with protectionist respon-
ses (Conditional Effect of GVCs).
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A second group of hypotheses tests
how trade policy responses vary when
they are divided between tariff and
non-tariff measures. In Hypotheses 4
and S, I posit that countries connected
by PTAs or GVCs will retaliate more
with less transparent non-tariff mea-
sures. Thus, PTAs and GVCs are ne-
gatively correlated with protectionist
tariff responses (Hypothesis 4), while
positively correlated with non-tariff
responses (Hypothesis 5).

HYPOTHESIS 4: Preferential Tra-
de Agreements (PTAs) are positi-
vely correlated with protectionist
non-tariff responses and negatively

correlated with tariff responses
(Conditional Effect of PTAs).

HYPOTHESIS 5: Global Value
Chains (GVCs) are positively corre-
lated with protectionist non-tariff
responses and negatively correla-

ted with tariff responses (Condi-
tional Effect of GVCs).

I test these expectations via large-n
quantitative analysis using directed
dyad-year data at the state and indus-
try level. Ultimately, I compiled two
datasets, one based on new data and
another where I have merged this new
data with existing data, as discussed
below. The main dataset used for my
models derives from Global Trade
Alert (GTA), which provides informa-
tion on state-to-state—dyad-year—in-
terventions undertaken since 2008 that
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are most likely to affect foreign tra-
de. This includes “state interventions
affecting trade in goods and services,
foreign investment and labor force
migration”” GTA was launched in
2009 when it was “feared that the glo-
bal financial crisis would lead govern-
ments to adopt widespread 1930s-style
beggar-thy-neighbor policies” (Evenett
& Fritz, 2020, p. 1). Since it was laun-
ched, many studies have relied on GTA
data (Evenett et al., 2011; Evenett et al.,
2011; Boffa & Olarreaga, 2012; Henn &
McDonald, 2014; Georgiadis & Grib,
2016; Evenett, 2019). It is relevant to
note that GTA documents both trade
liberalization and protectionist mea-
sures, which lets us measure both sides
of trade policy mechanisms and offers
control variables to test the real weight
of both types of measures when we
consider them as explanatory variables.

To test my hypotheses, I use a la-
gged model, as it does not assume
contemporaneous influence; rather,
influence is lagged so that a focal
country is influenced by its trading
partners’ network after those trading
partners have implemented protectio-
nist policies that affect the focal coun-
try. Hence, what the lagged influence
model considers is the time that the
focal country may take (e.g., quarters
within one year) before it decides to
retaliate.

12 Global Trade Alert, https://www.globaltra-
dealert.org/.
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First, to test my hypotheses con-
cerning the likelihood of responses
(Hypothesis 1), the conditional effects
of PTAs and GVCs in that response
(Hypothesis 2, Hypothesis 3), and the

difference between the likelihood of
tariff and NTMs responses (Hypothe-
sis 4, Hypothesis 5), the models can
be stated as:

YaBut =@+ B1YBay -1 + foPT A —1 + B2GV CaB—1 + BsXAB,—1 + €AB.i—1 (1)
YaBranat = ¢+ B1YBAw -1 + B2PT A -1 + B2GVCaAB -1 + B5XABt—1 + €ABt—1 (2)
YaByrt = @+ B1YBa,y -1 + B2 PTAap -1 + BoGV CaRi—1 + B5XaB -1 +€aB,1—1 (3)

The main difference between these
is the dependent variable. YABall,t re-
presents all protectionist restrictions
by country A on country B at time
t, which is measured by the share of
bilateral trade affected by protectio-
nist measures in a given year. YAB-
warifi,} represents protectionist tariff
restrictions by country A on country
B at time ¢, and YAB~mm,t represents
protectionist non-tariff restrictions by
country A on country B at time ¢. For
the three equations, YBAall,-1 repre-
sents the protectionist restrictions by
country B on country A at time #I;
PTAAB,t represents the number of tra-
de agreements in place between A and
B; and GVCAB,t represents whether
trade between A and B is interconnec-
ted through a global value chain. XA-
B,t are control variables consisting of
political and economic data regarding
A and B such as population weighted
distance, normally used for gravity
models. The share of trade positively
affected is shown by liberalizing me-
asures by B on A in time #1, bilateral
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investment treaty between A and B, re-
lative economic difference (B’s GDPp-
/A’s GDPpc),common colonizer,com-
mon official language, among others
control measures; whereby a is the
intercept and ¢ is an error term.

Based on GTA, in order to measure
the dependent variable, the following
possible outcomes are used:

DV1: All protectionist measures
by A on B in time t—the share of
bilateral trade affected (Hypothesis
1, Hypothesis 2,and Hypothesis 3);

DV2a & DV2b: Number of Trans-
parent and Non-Transparent pro-
tectionist measures directed by A
toward B in time /—continuous
variable (Hypothesis 4 and Hypo-
thesis 5);

DV3a & DV3b: Proportion of
Transparent and NonTransparent
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protectionist measures in total me-
asures directed by A toward B in
time /—percentage (Hypothesis 4
and Hypothesis 5).

The measure of PTAs is based on
Diir et al. (2014), which contains bila-
teral data on PTAs from 1948 to 2018
for 203 countries. PTAs have expan-
ded in number and have diversified
in content. Around 40 PTAs had been
negotiated by the 1990s; 303 had been
negotiated as of January 2020". Fo-
llowing the World Bank’s definition,
Diir et al. (2014) provide a more gene-
ral description of international trade
agreements as “all the agreements that
have the potential to liberalize trade”
(p. ™. This definition is used in this
paper, as it is one of the most widely
used definitions in the literature (Ho-
fmann et al.,2019; Ruta, 2017). As said,
when referring to a PTA, this includes
free trade agreements, customs unions,
or partial free trade agreements, which
can take bilateral (two countries), plu-
rilateral (many countries), plurilateral
with a third country (e.g., EU-Austra-
lia Trade Agreement), or region-region
(e.g., EU-Mercosur Trade Agreement)
forms. The diversity of PTA classifi-
cations complicates the inherent me-
aning of PTA, since a PTA could be
one of many trade agreements. As

13 TO, Regional Trade Agreements, <https://
www.wto.org/english/tratop_e/region_e/
region_e.htm>

14 For other studies on why the term PTA is
preferred , see, for instance, Hofmann et al.
(2019) and Ruta (2017).
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mentioned above, as of June 2020, 303
PTAs that had been formally notified
to the WTO. Of these, 94% are flexi-
ble integration agreements (e.g., Free
Trade Agreements or Partial Scope
Agreements), and the remaining 6%
are considered to be deep integration
agreements (e.g., Customs Union).

The measure of GVCs is based on
the combination of Global Trade
Alert data and BACI-CEPII trade data,
which contains estimates of the com-
position of trade between countries. I
use the share of intermediate goods
between two countries as a proxy for
embeddedness in GVCs.

For each pair of countries A and B—
exporter and importer—the data in-
cludes the product, HS 2012 code, with
an estimate of how much that product
accounts for total exports from expor-
ter A to importer B”. As mentioned,
the classification by Broad Economic
Categories (BEC, para. 1) is also used,
which provides “a means for interna-
tional trade statistics to be analyzed
by broad economic categories such
as food, industrial supplies, capital
equipment, consumer durables and

15 The raw data is publicly available at <http://
www.cepii.fr>. BACI-CEPII uses HS 2002
version, so I merged it with the equivalent
code in HS 2012 version (4 digits). See: UN
Statistics Division, Correlation and Conver-
sion Tables Used in UN Comtrade, <https://
unstats.un.org/unsd/trade/classifications/
correspondence-tables.asp>.
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consumer non-durables”®. Hence,
the main variable obtained from BA-
CI-CEPII trade data is a percentage
that estimates the proportion that a
certain product contributes to total
exports from country A to country
B. Then, combining this percentage
with the data provided by GTA, we
can obtain which product is affected
by each protectionist measure imple-
mented from A to B and the percenta-
ge of trade affected between A and B”.
Finally, to avoid endogeneity issues,
these shares of intermediate goods are
calculated using pre-crisis, 20052007,
trade values.

The control variables include trade
liberalizing measures which are the
share of exports positively affected by
liberalizing measures and the Bilateral
Investment Treaties (BITs) between A
and B'%, from the IPE Data Resour-
ce, the Relative Economic

16 UN Statistics Division, Classification by
Broad Economic Categories, < https://uns-
tats.un.org/unsd/tradekb/knowledge-
base/50089/classification-by-broad-econo-
mic-categories-rev4>.

17 Based on these new measures, further stu-
dies can apply this to the share of trade
between A and B of total trade of A, to get
a“back-of-the-envelope” calculation for the
income effects of retaliation. This will be
further discussed in this paper.

18 UNCTAD (2018) International Investment
Agreements Database, <http://investmen-
tpolicyhub.unctad.org/IIA/liasByCoun-
try#iialnnerMenu>. For more details on
BITs as a control variable see: Neumayer &
Spess (2005); Graham & Tucker (2017); Gra-
ham (2019).
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Difference—B’s log GDPpc / A’s log
GDPpc”. Data are additionally drawn
from the GeoDist Database CEPII,
which uses the population-weighted
distance that is typically used in gra-
vity models, common colonizer, and
common official language®. See in
appendix (Table A1) the summary sta-
tistics of all the variables considered
for this analysis.

Results

The first set of hypotheses presen-
ted in this paper predict that, in gene-
ral terms, when a country is adversely
affected by another country’s protec-
tionist measures, it will systematica-
lly respond to that country by adop-
ting its own protectionist measures in
return (Hypothesis 1). However, the
existence of PTAs (Hypothesis 2) and
GVCs (Hypothesis 3) decrease the li-
kelihood of protectionist responses.

Table 1 shows that, holding all
other variables constant, a one-deci-
mal-point increase in the share of bi-
lateral trade affected by import res-
trictions by B on A in time #I results

19 The International Political Economy Data
Resource (IPE) compiles data from 89 IPE
data sources into a single dataset (Graham
& Tucker,2017). See <https://doi.org/10.7910/
DVN/X093TV>

20 Mayer, T. & Zignago, S. (2011) Notes on
CEPII’s distance measures: the GeoDist
Database CEPII Working Paper 2011-25,
http://www.cepii.fr/CEPIl/en/bdd_modele/
presentation.asp?id=6.
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in a 0.043 (4.3%) import restriction
increase by A on B in time t (Model 1).
This positive correlation is statistically
significant even when controlling for
other bilateral characteristics such as
liberalizing measures by B on A in
time £, a bilateral investment treaty
between A and B, population-weigh-
ted distance—the gravity model—the
relative economic difference, B’s log

GDPpc / A’s log GDPpc, common co-
lonizer,and common official language
(Model 2), and when including coun-
tries A and B fixed effect and time fixed
effect (Model 3). These results support
Hypothesis 1, which states that coun-
tries will retaliate against nations that
initially target them with a protectio-
nist measure, which is known as Direct
Retaliation.

Table 1 - DV1a: All Protectionist Measures by A on B in Time t
DV1a: Share of bilateral trade affected (log)

DV1a: Share of bilateral trade affected (log)

Model 3
Model 1 Model 2 Aé‘Bﬁxeq’
effect and time
fixed effect
All protectionist 0.043%* 0.070%** 0.020**
measures by B on A in (0.011) (0.010) (0.010)
time #1 (Share of
bilateral trade
affected) (log)
Trade agreements 0.094 % -0.110%** -0.050%**
between A and B (0.012) (0.010) (0.010)
% of intermediate -0.604 -0.090* -0.070
goods in total trade (0.040) (0.040) (0.040)
between A and B
(GVC proxy variable)
CONTROL NO YES YES
VARIABLES
Constant 0.200%** -0.390%** 9.670%**
(0.001) (0.01) (0.344)
R2 0.01 0.06 0.39
Adj. R2 0.01 0.06 0.39
Num. obs. 53831 50077 50077

4 < 0,001, **p < 0,01, *p < 0,05
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Second, Table 2 shows that the exis-
tence of a PTA between A and B is ne-
gatively correlated with protectionist
responses. In other words, if a PTA
exists, retaliation is weaker strong than
would otherwise be the case. Some-
thing similar happens when a GVC
exists between A and B. This negative
correlation for both variables is sta-
tistically significant even when con-
trolling for other bilateral characteris-
tics. Countries A and B and year fixed
effects were controlled for because
some countries may implement more
import restrictions than the average of
countries simply to trade more than
others, which is the case with the U.S.
and China. Other countries may be
targeted with additional protectionist
measures related to political concerns
and pressures, like the economic sanc-
tions imposed on countries such as
Iran and Cuba.

When controlling for fixed effects,
GVCs do not seem to be as strong as
PTAs in restraining protectionist dy-
namics. This may be signaling that
GVCs are highly concentrated in a few
central countries. Many countries do
not play a relevant role in GVCs. Some
of them do not have much potential
for forging GVC ties, as is the case
with Argentina. Others, though, have
important GVC ties, such as Mexico.
This second set of results supports
Hypothesis 2, which suggests that
PTAs are negatively correlated with
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protectionist responses, known as the
Conditional Effect of PTAs.

The second set of hypotheses con-
centrates on the relationship between
tariffs and NTMs within the institutio-
nal context of PTAs and GVCs. Hypo-
theses 4 and S predict that countries
with high trade interdependence—
with PTAs and GVCs—retaliate more
with non-tariff measures than with ta-
riff measures. For this set of hypothe-
ses, two different dependent variables
were considered to verify the robust
ness of the results. First, is the number
of transparent (DV2a) and non-trans-
parent (DV2b) protectionist measures
levied by A on B in time ¢, the conti-
nuous variable.

Table 2 also shows that, holding all
other variables constant, one unit of in-
crease in the number of import restric-
tions by B on A in time #1 increases the
number of tariff restrictions by A on Bin
time # by 0.230 (Model 1a). The number
of non-tariff restrictions in time t also
increases by 0.490 (Model 1b). Second, it
shows that when we use an interaction
term between having a PTA and being
affected by a protectionist measure in
t1, there is a negative relationship with
tariff retaliation (Model 2a). This means
that when a PTA exists between A and
B,and B implements a protectionist me-
asure toward A, the latter responds, not
with tariff measures (Models 2a and 4a),
but rather with non-tariff protectionist
measures (Models 2b and 4b). This same
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pattern holds with GVCs (Models 3a, 4a,
3b,and 4b).In other words, havinga PTA
or GVC is negatively correlated with ta-
riff responses, while positively correla-
ted with non-tariff responses (Models

3b and 4b).

These results are consistent with
the expectations of Hypotheses 4 and
S: both PTAs and GVCs are negative,
statistically significant predictors of
tariff responses, but positive, statisti-
cally significant predictors of nonta-
riff responses. In the appendix (Table
A2), I present a robustness check of

the previous results by considering
the proportion of transparent and
non-transparent protectionist measu-
res in total measures by A on B in time
tas the dependent variable.I find very
similar results regarding the effect of
GVCs in both Transparent (Model 3a)
and Non‘Transparent (Model 3b) pro-
tectionist measures, even when consi-
dering different control variables (Mo-
dels 4a and 4b). Additionally, I find
similar results regarding the effect of
PTAs in both Transparent (Model 2a)
and Non-Transparent measures (Mo-

del 2b).

Table 2 — The Relationship Between Tariff and Non-tariff Measures with
PTAs and GVCs (DV2a and DV2b)

DV2a: Tariff protectionist measures by A on B in time ¢

DV2b: Non-tariff protectionist measures by A on B in
(number of measures) (log)

time ¢ (number of measures) (log))

Model 12 Model 2a Model 3a Model 4a Model 1b Model 2b Model 3b Model 4b

Protectionist 0.230"* 0.230%** 0.230*** 0.181%** 0.4907** 0.486* 0.520%** 0.500%**
measures by Bon A (0.000) (0.000) (0.000) (0.000) (0.004) (0.004) (0.010) (0.010)
in time t-1 (number
of measures) (log)
Interaction term: -0.041* -0.040* 0.130** 0.141%
Trade agreements * (0.020) (0.020) (0.048) (0.050)
Protect. measures
intl
Interaction term: -0.224% -0.360** 0.010"** 0.010%**
96 of intermediate (0.030) (0.031) (0.001) (0.001)
goods (GVC) *
Protect. measures
intl
CONTROL NO NO NO YES NO NO NO YES
VARIABLES
Constant 0.1107** 0.110%** 0.1137* -0.482%** 0.3527% 0.352%* 0.360%** 3.01

(0.000) (0.000) (0.002) (0.024) (0.005) (0.005) (0.005) (0.060)
R2 0.23 0.23 0.24 0.28 0.20 0.20 0.20 0.26
Adj.R2 0.23 0.23 0.24 0.28 0.20 0.20 0.20 0.26
Num. obs. 51872 51872 51872 50441 51872 51872 51872 50441

**p < 0,001, *p < 0,01, *p < 0,05
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Analysis

In a context of high economic un-
certainty——like that experienced in
the wake of the 2008-09 GFC and the
COVID-19 pandemic—countries are
more likely to increase protectionism.
Moreover, during hard times, coun-
tries tend to protect themselves against
those countries with which they have
the strongest trading relationship?'.

However, when governments im-
plement restrictive trade measures
against strong trade partners, this es-
calates protectionism. While bilateral
trade flows are most negatively affec-
ted, there can be multiple effects in the
sense that this signals a general mood
of protectionism.

My quantitative results at the coun-
try level show that trade protectionism
over the past decade has assumed the
followings features. First, in general
terms, when a country is adversely
affected by a protectionist measure
adopted by another country, it will
systematically respond to that coun-
try by adopting protectionist measu-
res in return. However, the existence
of PTAs and GVCs decreases the li-
kelihood of a protectionist response.
Second, countries with high trade in-
terdependence via PTAs will retaliate

21 Trade interconnectivity normally increases
bilateral trade flows between countries
with such interconnectivity (PTAs and
GVCs) (Urata & Okabe, 2010).
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more with non-tariff measures which
are less transparent. The message here
is that trade policy makers need to find
the optimal balance between giving
in to protectionist domestic pressures
and mitigating against an upward pro-
tectionist spiral with its main trading
partners. While striving to maintain
some balance many countries appear
to have embraced murkier and less
transparent trade policy measures.

Let me caution that this quanti-
tative analysis constitutes a tentative
first step, meaning that there are limi-
tations to this analysis in its current
form. In particular, the main focus of
this analysis is on dyadic dynamics ra-
ther than triadic ones, though this re-
search could be extended to an analy-
sis of triadic dynamics. In fact, while
this paper makes an important con-
tribution by conducting a large-N bi-
lateral analysis of potential retaliatory
responses, this may not only be a story
of countries A and B, but also coun-
try C. Global trade, in other words, is
essentially a network in which many
factors and countries interact at the
same time. Although such a network
analysis lies beyond the scope of this
paper, it is the next logical step in re-
searching the rise of murky protec-
tionism in the last decade. Further re-
search could also employ relational
event approaches, in which systemic
effects can be better captured to gain
a stronger grasp of how the system is
faring as a whole (Butts & Marcum,
2017). That is, an analysis of the whole
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system, may offer a richer explanation
than the sum of its parts. A second li-
mitation to this analysis, due to data
restrictions, is the relatively short time
period under consideration, i.e., the
decade since the 2008-09 GFC. To be
clear, there is no data available before
2008 at the different levels of analysis
used in this paper.

In the context of economic crisis
and post-crisis, governments tend to
implement more protectionist mea-
sures in hopes of redirecting demand
toward domestically produced goods.
Although the period studied goes up
to 2018, other studies have shown that
the recovery of global trade after the
GFC is still weak compared to the
marked acceleration in global trade
in the previous two decades prior to
the GFC (Wozniak & Galar, 2018). It
is thus possible that much of the reta-
liation captured here is specific to the
GFC and inapplicable to other less tur-
bulent economic contexts. As such, it
cannot be claimed that the findings of
this analysis are generalizable to other
economic periods.

Although this large-N analysis
helps us understand big-picture trends,
there may be specific or unique coun-
try characteristics that affect the ways
that governments are responding to
protectionism, as well as the precise
forms of their retaliation. In other
words, the quantitative analysis in
this paper must be complemented by
a more in-depth, robust examination
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of individual country cases that reach
well beyond the analysis offered in
this paper.

Conclusions

As this paper showed, trade poli-
cy is still very relevant, but we need
to more clearly speficy why this is
so0. In this vein, I have identified new
factors such as murky trade policies
that are impacting trade relations be-
tween countries in the last decade. In
doing so, this paper seeks to better
understand the past, but also provide
a roadmap of sorts for the kinds of
commercial policy reforms that will
be essential for the successful revival
of world markets following the CO-
VID-19 downturn.

This paper was finished during a pe-
riod of intense flux. In terms of theory
expansion, the main contribution of
this research is my analysis of how
three main variables have interacted
with ongoing trade policy dynamics
in the last decade and that can conti-
nue being studied by further studies.
By this, I refer to a plausible political
economy “trilemma” between trade
protectionism, trade interconnectivi-
ty (e.g., PTAs and GVCs), and uncer-
tainty (mostly generated by economic
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crises)*. Something that can be stu-
died with more details by further stu-
dies. More specifically, I have explored
how rising trade interconnectivity via
PTAs and GVCs can also generate an
unexpected increase in non-transpa-
rent protectionism, given the context
of exceedingly high economic uncer-
tainty. In such times, countries protect
themselves from trade partners with
which they have strong commercial
ties through less observable, non-tariff
protectionist measures. These patterns
have important implications for the
relationship between PTAs and GVCs,
as well as for political economy and
policy trends overall.

I do not dispute the robustness
of existing research indicating a co-
rrelation between PTAs, GVCs, and
trade openness measured by tariff le-
vels and, to some extent, by the more
traditional non-tariff barriers such as
antidumping measures. Rather, what
is demonstrated in this paper is that
trade interconnectivity, generated
by PTAs and GVCs in the context of
high economic uncertainty, induces
governments to substitute transpa-
rent trade barriers with less transpa-
rent ones. These results are in line with

22 This paper puts special attention on two
variables of this possible trilemma: trade
protectionism and trade interconnectivity.
Although, important studies have mentio-
ned how the GFC impacted on economic
uncertainty (Ahir, Bloom, & Furceri 2020;
Pacces, 2010) further studies can focus more
on how uncertainty interacts with trade
protectionism and trade interconnectivity.
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the “optimal obfuscation” that Kono
(2006, p. 369) talks about in a semi-
nal work in which he finds that “de-
mocracy leads to lower tariffs, higher
core NTBs, and even higher quality
NTBs .... [D]emocracy promotes ‘op-
timal obfuscation’ that allows politi-
cians to protect their markets while
maintaining a veneer of liberalization”
Keeping Kono’s framework in mind, I
suggest that PTAs and GVCs also pro-
mote the “optimal obfuscation” that
he talks about.

To conclude, the contribution of
this paper is threefold: first, it fills a
gap in our knowledge about the re-
cent rise of protectionism in the global
economy. Second, it identifies a new
murky protectionism in the form of
opaque and pernicious non-tariff ba-
rriers, a topic that has been under-re-
searched and demands attention. A
central element of this paper is that it
bridges academics and trade policyma-
king and contributes to the search for
commercial policy reforms that will
be essential for the successful revival
of world markets post-COVID-19. The
pandemic, which will perhaps have an
unprecedented impact on the global
economy and multilateralism, is cau-
sing even more uncertainty in inter-
national markets (Baker et al., 2020;
Albertoni & Wise,2020; Pinna & Lodi,
2021).

On a final note, this study offers a
cautionary tale about trade protectio-
nism in an era of high interconnectivity
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and economic uncertainty. From a po-
licy perspective, it shows how relevant
itis to direct our attention toward the
increased need for trade transparen-
cy, something that multilateral insti-
tutions have acknowledged without
promoting consistently in ongoing
policy debates. The escalation of tra-
de protectionism during and after a
COVID-19 economic recession may be
the (unfortunate) catalyst for pushing
this topic higher up on the multilate-
ral policy agenda.
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APPENDIX

Table A1 - Descriptive Statistics

VARIABLE NAME MIN. MEAN MAX.
All protectionist measures by A on B in time 0 0.192 0.693
t (share of bilateral trade affected, log)
All protectionist measures by B on A in time 0 0.106 0.693
SHARE OF TRADE t1 (share of bilateral trade affected, log)
AFFECTED BY Non-transparent (non—tariff) protectionist 0 0.145 0.693
MEASURES measures by A on B in time t (share of
bilateral trade affected)
Transparent (tariff) protectionist measures by 0 0.085 0.693
A on B in time t (share of bilateral trade
affected)
No of all protectionist measures by A on B in 0 5.43 1661
time t
NO OF ALL No of all protectionist measures by B on A in 0 4.87 1661
PROTECTIONIST time &1
MEASURES No of Non-transparent (non-tariff) 0 5.15 1660
protectionist measures by A on B in time t
No of Transparent (tariff) protectionist 0 0.47 74
measures by A on B in time t
Preferential trade agreement (PTA) A and B 0 0.006 2
REGRESSORS OF
INTEREST GVC proxy variable: Percentage of interme- 0 0.007 0.57
diate goods in total trade between A and B
Liberalizing measures by B on A in time t-1 0 0.99 79
Bilateral Investment Treaty between A and B 0 0.004 1
Population-weighted distance (gravity 35 6449 19649
del
CONTROLS mode)
Relative Economic Difference (B’s GDPpc / 0.51 0.70 0.94
A’s GDPpc)
Common colonizer 0 0.05 1
Common official language 0 0.13 1

Note: Given the high concentration in zero values in the main variables qf interest, I use log (x+1) tmnsﬁwmatian, which is u/idely
used among data scientists (Bellégo & Pape, 2019).
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Table A2 - The Relationship Between Tariff and NTMs with PTAs and

GVCs (DV3a and DV3b)
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Table A2 supplements previous re-
sults by considering the proportion of
transparent and non-transparent pro-
tectionist measures in total measures
by A on B in time t as the dependent
variable. I find very similar results re-
garding the effect of GVCs in both
transparent (Model 3a) and Non-ITrans-
parent (Model 3b) protectionist me-
asures, even when considering di-
fferent control variables (Models 4a
and 4b). Additionally, I find similar

results regarding the effect of PTAs
in both Transparent (Model 2a) and
Non-Transparent (Model 2b). However,
this statistical significance diminishes
when the control variables are inclu-
ded (Models 4a and 4b). These results
are mostly consistent with the expecta-
tions of Hypothesis 5: GVCs are negati-
ve, statistically significant predictors of
tariff responses, while they are positive,
statistically significant predictors of
nontariff responses.

Table A3 — Examples of NTMs Contemplated Under the UNTAD’s MAST
Classification and GTA Datasets

Name

Description and examples

Sanitary and phytosanitary measures

Measures that are applied to protect human or
animal life from risks arising from: additives,
contaminants, toxins or disease-causing orga-
nisms in food. A requirement limiting the use
of hormones and antibiotics in the production
of meat. A sample test on imported oranges to

check for the residue level of pesticides.

Technical barriers to trade

Measures referring to technical regulations,and
procedures for assessment of conformity with
technical regulations and standards. Restric-
tions on toxins in children's toys. Refrigerators
need to carry a label indicating their size, weight

and electricity consumption level.
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Contingent trade-protective measures

Measures implemented to counteract particular
adverse effects of imports in the market of the
importing country contingent upon the ful-
filment of certain procedural and substantive
requirements. Country A imposes an anti-dum-
ping duty on imports of biodiesel products
from country B, to offset an injurious dumping
by country B found to exist via an investigation.
Country A imposes a countervailing duty on
imports of semiconductors from country B, to
offset the subsidies granted by country B on the
production of semiconductors found to exist

via an investigation.

Non-automatic licensing, quotas, prohibitions

& quantity-control

Control measures generally aimed at restraining
the quantity of goods that be imported. Only
hotels and restaurants are allowed to import al-
coholic drinks. A quota of 100 tons of tuna fish

can be imported any time of the year.

Pre-shipment inspection and other formalities

Live animals need to be cleared at a designated
customs office for inspection. Requirement that
goods must be shipped directly from the country

of origin, without stopping at a third country.

Price-control measures

Measures implemented to control or affect the
prices of imported goods. A minimum import
price is established for fabric and apparel. Im-
ports of fresh blueberries may enter free of duty
between 1 January to 31 May, while in other

months seasonal duties apply.

Export-related measures

Exportrelated measures are measures applied
by the government of the exporting country on
exported goods. Exports of processed sea food
products must be inspected for sanitary condi-
tions. Exports of cultural heritage objects -sculp-

tures or other precious works- are prohibited.

Source: UNCTAD, Classification of NTMs, <https:/unctad.org/en/Pages/DITC/Trade-Analysis/
Non-Tariff-Measures/NTMs-Classification.aspx>.
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Trade policy outcomes are the re-
sults of various countries’specific trade
measures, which can be divided into
tariff (taxes on trade) and non-tariff
instruments. Import tariff measures
are taxes imposed, in percentage terms,
on the value of a good. For example, a
10% tariff means that importers must
pay 10% of the appraised value of a
good to the importing government
before selling their product in that
government’s domain®. While tariff
measures are easy to identify and de-
fine, non-tariff measures (NTMs) are
just the opposite. NTMs require more
detailed definition and differentiation.
The United Nations Conference on
Trade and Development (UNTAD)
Multi-Agency Support Team (MAST)*
says “NTMs are policy measures other
than ordinary customs tariffs that can
potentially have an economic effect on
international trade in goods, changing
quantities traded, or prices or both. A
detailed classification is therefore cri-
tical in order to clearly identify and
distinguish among the various forms
of NTMs” >,

23 OAS SICE, Foreign Trade System Dictio-
nary of Trade Terms, <http://www.sice.oas.
org/Dictionary/TNTM_e.asp#TNTM>.
More information on the UN MAST
Group’s classification of non-tariff measu-
res can be found at: < https://unctad.org/en/
Pages/DITC/Trade-Analysis/Non-Tariff-Me-
asures/MAST-Group-on-NTMs.aspx>.

25 UNCTAD, Classification of NTMs, <https://
unctad.org/en/Pages/DITC/Trade-Analysis/
Non-Tariff-Measures/NTMs-Classification.
aspx>.
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This definition, which relates to the
taxonomy of NTMs, is the one used
throughout this paper. I will further
complement this definition of NTMs
with details found in the Global Tra-
de Alert (GTA) dataset, as measures
such as import tariff increases, factors
affecting the flow of workers across
borders, and factors affecting capital
flows are not included in the MAST
classification. The International Mo-
netary Fund (IMF) has noted that the
GTA database “has the most compre-
hensive coverage of all types of tra-
de-discriminatory and trade-liberali-
zing measures, although it begins only
in2008” (IME 2016, p. 76). Unlike tariff
measures, NTMs are categorized into
many different types. All of these in
some way affect trade flows from one
country to another. Table A3 presents
general examples of what we can find
under the MAST classification.

To define these new measures that
go beyond the traditional import tariff,
Baldwin & Evenett (2009, p. 4) clarify

“murky protectionism”as policies that
“Are not direct violations of WTO obli-
gations; they are abuses of legitimate
discretion which are used to discri-
minate against foreign goods, compa-
nies, workers and investors. Examples
include abuses of health and safety
regulations, and clauses in stimulus
packages that confine spending to do-

mestic producers”?.

26 Also see Curran, L., & Eckhardyg, J. (2018);
Eckhardt, J. (2013).
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Considering these definitions of ta-
riff and NTMs, the Global Trade Alert
database, a freely available dataset that
I will use for the quantitative analysis
in this paper, includes the following
measures that “discriminate against fo-
reign commercial interests* in their
list of trade interventions and catego-
rizes them as transparent (non-mur-
ky) or non-transparent®®. Table 1.5
shows the list of all intervention types

considered by the Global Trade Alert
database and their level of transparen-
cy. As mentioned, this list is based on
United Nations’ MAST classification
of non-tariff measures and supplemen-
ted by additional categories not found
in MAST (such as import tariff increa-
ses,and measures affecting the flow of
foreign direct investment)®.

Table A4 - Interventions and their Level of Transparency

Non-Transparent

Consumption subsidy

Capital injection and equity stakes

Financial assistance in foreign market

Financial grant

Import incentive

In-kind grant

Interest payment subsidy

Loan guarantee

Price stabilization

26 Global Trade Alert, <https://www.globaltra-
dealert.org/>.

27 In my quantitative analysis this categoriza-
tion is used as a dummy variable (1 when it
is nontransparent, and 0 when it is transpa-
rent).
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29 For a more detailed analysis of each instru-
ment, see Evenett & Fritz (2017), pp. 37-41.
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Production subsidy

State aid

State loan

Tax or social insurance relief

Import ban and licensing requirement

Internal taxation of imports

Local labor, operations and sourcing

Localization incentive

Trade balancing measure

Intellectual property protection

Control on personal and commercial transactions, and

investments

Controls on credit operations

Repatriation & surrender requirements

Entry and ownership rule

Financial incentive

Treatment and operations

Competitive devaluation

Trade payment measure

Import-related non-tariff measure

Public procurement access
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Public procurement localization and preference margin

Public procurement

Labor market access

Post-migration treatment

Export ban, licensing requirement, subsidy

Exportrelated non-tariff measure

Foreign customer limit

Tax-based export incentive

Trade finance

Transparent

Import tariff

Sanitary and phytosanitary measure

Technical barrier to trade

Anti-circumvention

Anti-dumping

Anti-subsidy

Import monitoring

Safeguard

Special safeguard

Import quota
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Import tariff quota

Instrument unclear

Export quota

Export tariff quota

Export tax

Source: Global Tarde Alert, 2019
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