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Abstract

Are preferential trade agreements (PTAs) stumbling blocks or building blocks towards
multilateral trade liberalization? We address this question by investigating the effects of
the negotiation and implementation of PTAs on the use of antidumping (AD) (i.e., the
most common form of contingent trade protection) by member countries against non-
members. Theoretically derived empirical predictions are supported in the empirical
analysis based on the 15 most intense users of AD. The results demonstrate that both
the negotiation and the implementation of PTAs lead to fewer AD measures against
non-member countries, except for members of active custom-union agreements facing
large import surges.
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1 Introduction

The world has witnessed an astounding proliferation of preferential trade agreements (PTAs)
since the early 1990s. According to the World Trade Organization (WTO), as of May 2017,
the number of notified active PTAs stands at 274, with all WTO members being members of
at least one PTA in force.! This figure is in fact likely to increase in the near future as many
WTO members are currently involved in negotiations for new PTAs. A second major trend
that has dominated international commercial policy over the same period is the dramatic
increase in antidumping (AD) activity. Although the stated objective of AD is to eliminate
the injurious effect of dumping (i.e., exporting a product at less than fair value), its application
in practice has nothing to do with maintaining a “fair” trading environment. AD “is simply a
modern form of protection” (Blonigen and Prusa, 2003), which is nowadays used on a regular
basis by a large number of developed and developing countries.

In this paper, we examine empirically the implications of PTAs for the AD activity of
PTA members against non-member countries. This is an important endeavor for two reasons.
First, there is ongoing concern that PTAs might be “stumbling blocks” rather than “building
blocks” towards multilateral trade liberalization. In this regard, given the worldwide decrease
in applied tariff rates and the prominent role that AD plays in modern commercial policy, it is
of particular importance to understand the ramifications of PTAs for their member countries’
“external” AD activity (i.e., the AD activity of PTA members against non-members). Second,
given the concurrent surge in global AD activity and regionalism, it might be tempting to
interpret a simple correlation as evidence of a causal link.

To guide our empirical strategy, we rely on the theoretical work by Tabakis (2010, 2015) in
order to derive testable predictions. These papers explore the implications of the (symmetric)
formation of, respectively, customs unions (CUs) and free-trade areas (FTAs) for contingent
protection. Both papers employ a dynamic game of trade-policy setting, in which countries
are limited to cooperative multilateral agreements that are self-enforcing and the economic
environment is characterized by exogenous trade-volume volatility. Restricting our attention

to AD measures, which is the focus of our paper, three main testable predictions emerge from

1See https://www.wto.org/english/tratop e/region e/region e.htm.



Tabakis (2010, 2015): (i) the number of AD measures of members against non-members of
an FTA agreement should decrease both during its negotiation and after its implementation
(with the latter effect being stronger); (ii) the number of AD measures of members against
non-members of a CU agreement should decrease during its negotiation; and (iii) the number
of AD measures of members against non-members of a CU agreement should increase following
its implementation for “high” import volumes, whereas the reverse is true for “low” volumes
of imports.

To empirically test these predictions, we carry out an extensive data collection process as
we gather data on six events for a large number of PTAs. In particular, we collect the dates
of the following events for each PTA in our sample: (i) initiation of process; (ii) formal launch
of negotiations; (iii) conclusion of negotiations; (iv) signature of agreement; (v) ratification
of agreement; and (vi) entry into force of agreement. Using then AD data over the period
1980-2015 and different econometric strategies, our results do provide clear support to the
aforementioned theoretical predictions. Both the negotiation and implementation of PTAs
have a significant effect on the extent of AD use of PTA members vis-a-vis non-member
countries. What is more important, PTAs generally have a dampening effect on their members’
AD activity against the rest of the world, except when members of an implemented CU
agreement face substantial import growth, which is in line with the theoretical predictions of
Tabakis (2010). In brief, our results suggest that with one notable exception (i.e., CUs in force
facing a substantial growth of imports), PTAs seem to be building blocks towards multilateral
trade cooperation as far as AD protection is concerned.

Only three papers look (to the best of our knowledge) at the empirical effects of PTAs on
AD. Ahn and Shin (2011) look at the effects of FTAs on the intra-FTA AD filings of major
AD users over 1995-2009, and find that FTAs inversely affect AD investigations within the
boundary of FTA membership. In comparison, Silberberger and Stender (2016) explore the
impact of PTAs on the use of bilateral AD measures over the period 1991-2014, while explic-
itly considering the degree of intra-bloc tariff liberalization. They find that PTAs generally
reduce the likelihood of AD activity among PTA members, but an improvement in the relative
tariff treatment among fellow integration partners leads to a higher likelihood of bilateral AD

activity than an equal improvement among non-integration trading partners. Finally, Prusa



and Teh (2010), which is the paper closest in spirit to ours, investigate the ramifications of
PTAs for both intra-PTA AD filings and AD filings against non-member countries. They
find that AD provisions in PTAs decrease the incidence of intra-PTA AD cases, but increase
the number of filings against non-PTA members. We differ from these papers in two major
respects. First, we distinguish between the negotiation and the implementation phases of
PTAs. Second, we distinguish between FTAs and CUs. As the theoretical models by Tabakis
(2010, 2015) suggest and our empirical analysis verifies, both distinctions are critical in order
to get deeper insights into the ramifications of PTAs for AD protection.

Our paper is also naturally related to the (empirical) literature on whether PTAs are
building blocks or stumbling blocks towards multilateral tariff liberalization. Some studies
provide evidence in support of a building-block effect of PTAs (e.g., Estevadeordal et al.,
2008), whereas others offer evidence showing that PTAs are stumbling blocks towards tariff
liberalization at the multilateral level (e.g., Limao, 2006; Karacaovali and Limao, 2008). Our
work clearly complements these papers. Moreover, it demonstrates that in order to get a
more thorough picture regarding the implications of regionalism for the multilateral trading
system, other policy instruments besides most-favored-nation tariffs should be taken into
consideration.

The remainder of the paper is organized as follows. Section 2 provides a non-technical
presentation of the theoretical framework that can be used to model the issues under inves-
tigation. The empirical predictions that follow from this framework and how they can be
econometrically tested are discussed in Section 3. Section 4 is dedicated to the description
of the data, with an emphasis on the extensive data collection undertaken to systematically
record the various phases (i.e., launch of negotiations, conclusion of negotiations, signature,
ratification, and entry into force) of a PTA. The empirical results are discussed in Section 5,

while Section 6 concludes.

2 Theoretical Framework

As we discussed in the introduction, our main goal in this paper is to empirically examine

the impact of PTAs on their members’ “external” AD activity (i.e., the AD activity of PTA



members against non-member countries). To this end, we rely on the theoretical work by
Tabakis (2010, 2015) to derive testable predictions. Tabakis (2010) looks at the ramifications
of symmetric CU formation for multilateral trade cooperation, while the companion paper,
Tabakis (2015), focuses on FTAs. The analysis in both papers rests on two main assump-
tions, which are common in the literature on trade agreements. First, countries are limited to
self-enforcing multilateral agreements, i.e., agreements that balance for each country its short-
term terms-of-trade gains from defection from the agreed-upon policies against the long-term

2 Second, the economic environment

welfare losses due to its trading partners’ retaliation.
is characterized by exogenous trade-volume volatility. As a result, “special” protection (or
contingent protection—the two terms will be used interchangeably below) becomes an indis-
pensable on-equilibrium-path safety valve, allowing countries to maintain multilateral cooper-
ation amid volatile trade swings. More specifically, a trade agreement should allow countries
to temporarily raise their cooperative level of protection—via using special protection—when
facing significant import-volume surges so that their incentive to defect is kept in check and
multilateral cooperation does not break down.?

Tabakis (2010) demonstrates, in the context of a competing-importers model, that the
parallel initiation of different CU negotiations leads to an easing of multilateral trade ten-
sions, especially with respect to the employment of special protection. Intuitively, this stems
from the market-power effect of CU establishment due to the harmonization of the member
countries’ external trade policies. In particular, a CU, relative to any of its member states
taken individually, enjoys more substantial market power (i.e., a greater ability to affect world
prices) and can, therefore, credibly threaten to punish more harshly any deviation from the
cooperative course.! As a result, as countries enter (symmetrically) into CU talks and the
establishment of different CUs becomes (more) likely, the expected discounted value of future

multilateral cooperation increases. At the same time, countries’ static incentive to defect from

the cooperative agreement remains unaffected as it is only a function of current trade pat-

2See Bagwell and Staiger (2002) for an in-depth analysis of enforcement issues within the context of
GATT/WTO.

3See the seminal work by Bagwell and Staiger (1990) for further elaboration on this result. Bown and
Crowley (2013) provide empirical evidence in support of this theoretical prediction.

4For empirical evidence that terms-of-trade or market-power considerations do play a significant role in
trade policy formulation, see Broda et al. (2008) and Bagwell and Staiger (2011).



terns, upon which the mere initiation of CU talks has no effect. Thus, in comparison with the
pre-CU-negotiations period, a more liberal multilateral trading environment is now feasible
as countries are less inclined to violate multilateral cooperation and revert to protectionist
stances.

This beneficial effect of CU formation on multilateral cooperation is, however, temporary.’
Once the negotiations are over and the CU agreements come into force, countries’ static in-
centive to deviate from the cooperative path also intensifies, and thereby, a more protectionist
trading environment resurfaces. The reason is that the CUs can more effectively manipulate
the terms of trade to their advantage than can any of their member countries when viewed in
isolation. An important finding that emerges from the analysis of Tabakis (2010) is that in
comparison with the pre-CU world (i.e., a world where there are no CU negotiations in the
near horizon), the employment of contingent protection in the post-CU world is more severe
for “high” import volumes, but is less frequent overall in the sense that a higher import-volume
surge is required to warrant its use (on the equilibrium path).

These theoretical results are illustrated in Figure 1, which depicts the most cooperative
level of protection (7¢) than can be sustained multilaterally as a function of the import vol-
ume. Notice that e refers to the common trade shock encountered by all countries in a given
period, while € refers to the critical trade-shock threshold (or, equivalently, import-volume
threshold) above which the employment of contingent protection becomes necessary so that
multilateral cooperation does not break down. Considering the various phases the countries’
trading relationship passes through, % represents the (most cooperative) equilibrium trade-
protection function in the pre-CU world, while 7'A§ refers to the corresponding one during the
CU-negotiations phase. As 7'A§ is to the right of and parallel to the original curve, this implies
that above the threshold €7, the same level of imports will induce lower protectionist pressures
(i.e., fewer AD measures) once countries enter into CU talks. However, once the different CUs
are implemented, the 7¢ curve shifts to the left and becomes steeper (see 7'A§) In particular, as
compared with the pre-CU world, less (more) protectionist trade policies will be implemented

at the multilateral level in the post-CU world for low (high) import volumes.

°Tt is in fact maximized as the successful conclusion of the CU talks and the ensuing implementation of
the CU agreements draw near.



In his follow-up paper, Tabakis (2015) explores the implications of FTA agreements for
special protection in the context of a model similar to the aforementioned one. He shows
that the parallel formation of different FTAs leads to a gradual but permanent easing of trade
tensions at the multilateral level, especially regarding the use of special-protection instruments.
The intuition underlying this finding is straightforward. The FTA agreements induce trade
diversion, lowering the volume of trade between FTA partners and non-partner countries.
This has a dampening effect on countries’ static incentive to defect from the cooperative
course, allowing for a less protectionist international trading environment to come forth. In
fact, a relatively liberal environment can be maintained also during the FTA negotiations, as
the prospective emergence of different FTAs with the accompanying reduction in multilateral
trade barriers raises the expected discounted value of future cooperation, while leaving the
short-term terms-of-trade gains from increased protection unaffected.

Again, these theoretical results can be illustrated in a way similar to the CU case. Figure
2 shows such a representation where the 7¢ curves can be read in the same way as in Figure
1. Crucially though, 7'A§ lies to the right of 7:\(1’, and 7'A§ is farther to the right and flatter than
both 77‘{ and 7:\5 Thus, there is a gradual but continuous easing of protectionist pressures as
countries negotiate and then implement different FTA agreements. Actually, once the FTAs
are established, the decrease in protectionism multilaterally will be even larger as compared

with the FTA-negotiations phase.

3 Empirical Predictions and Methodology

The theoretical framework described in the previous section leads to a number of testable
predictions regarding the interaction between the negotiation and implementation of PTAs
and the use of contingent trade instruments. Among those that qualify as such, AD measures
are the ones that are being used the most extensively around the world thanks to their
flexibility: they are relatively easy to administer, and a case for their introduction is not
that difficult to meet the necessary legal conditions. Countervailing duties and safeguards
also fall in this category, but they are not used as extensively because of the more stringent

conditions that must be fulfilled. For example, Bown and Crowley (2016, Table 5) report



several statistics related to the share of a country’s imports covered by different contingent
measures over the period 1995-2013. Their statistics demonstrate that AD is the favoured
instrument and when countervailing duties and safeguards are used, they often cover the same
products also targeted by AD. It is only for China, the EU, Turkey, and the United States
that other instruments have had a meaningful impact on trade but only in some limited years
(see Table 5 and Figure 10 in Bown and Crowley, 2016) .

Thinking of AD measures as the instrument, the theoretical models by Tabakis (2010,
2015) lead to the following testable predictions:

1. The number of AD measures of members against non-members of an FTA agreement
should decrease both during its negotiation and after its implementation (and even more

so during the implementation phase);

2. The number of AD measures of members against non-members of a CU agreement should

decrease during its negotiation;

3. The number of AD measures of members against non-members of a CU agreement should

decrease (increase) following its implementation for low (high) import volumes.

In order to assess these predictions, we proceed in two steps. First, we evaluate whether
the negotiation and implementation of PTAs affect the introduction of AD measures by PTA
members against non-member countries, without distinguishing between FTAs and CUs. This
serves as a preliminary stage to understand whether there is any prima-facie evidence in the
data of the effects that should manifest as a result of the establishment of PTAs. Notice that
a lack of evidence on the effect of PTA implementation on AD may be due to the somewhat
opposite effects that FTAs and CUs may display (as a function of import volumes), while
there should be a clear effect of PTA negotiation on AD employment since both FTAs and
CUs should lead to fewer AD measures against non-negotiating countries. In the second step,
the three predictions are individually tested by considering the differential effects when FTAs
and CUs are implemented, also allowing for the interacting effect of the two types of PTAs

and the change in import volumes.



In both steps, the dependent variable (AD; ;) is the count of new AD measures that
country ¢ imposes against country j in year t. Given that the dependent variable is a non-
negative integer, we employ a negative binomial estimator for all of our regressions.® The
basic specification we estimate in the first step is

AD; ; = B, PT As negotiation, ,, + B,PT As implemented, , ,+
B3Xiji—s + BaZip—s + BsWis—s + &y + 1t + v + €i s,

(1)
where PT'As negotiation; ., and PT As implemented, ., are our regressors of interest. PT As
negotiation; ., is the count of PTAs that country ¢ is negotiating with any country z # j
at time ¢, with PT'As implemented, ., counting the number of PTAs that are implemented
(i.e., in force) between countries i and z # j in year ¢ (out of those that have entered into
force during the sample period). Notice that the relevant aspect of these variables is that they
measure the involvement of country 7 in PTAs not featuring the trade partner j, as the focus of
our analysis is the effect of PTAs on AD use between members and non-member countries. In
some versions we also control for the level of bilateral imports and their growth (X, ;) and
the macro conditions—real exchange rate and GDP growth—of importing country i (Z;;—s)
and exporting country j (W,,_s).” Year fixed effects (i.e., ¢,) are always included, while
separate importer and exporter fixed effects (i.e., y; and v;) or country-pair (i.e., dyad) fixed
effects are included in different specifications.

In the second step of the econometric analysis, we distinguish the effect of negotiation and
implementation of PTAs depending on whether we consider FTAs or CUs. Thus, our key
regressors will be four: F'T'As negotiation; ., F'T'As implemented, .., CUs negotiation; ,,
CUs implemented; , ;. Furthermore, the specification must account for the differential effect
of FTA versus CU implementation as a function of import volumes. Thus, the implementation
regressors need to be interacted with I'mport growth,;,_; to verify whether the data confirm
that AD measures may actually become more likely as a result of the enforcement of a CU
agreement and a surge of imports.

The possible effects of PTA negotiation and implementation on their members’ external AD

activity are identified through different variation in the data, depending on whether importer

6Compared to the poisson estimator that assumes that the mean and the variance of the dependent variable
are the same, the negative binomial allows for overdispersion (i.e., larger variance), which is what we observe
in our data.

"The subscript s indicates alternative lags of the regressors.
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and exporter or dyad fixed effects are used. The use of country-pair fixed effects makes for the
most demanding specification, as any time-invariant country-pair heterogeneity is absorbed
by the fixed effect and any significance of the coefficients of interest (i.e., 5; and 3,) is derived
by variation within the country pair due to different PTAs in which the importing country is
involved over time (in terms of negotiations or implementations). If this is the cleanest form
of identification, the non-linear nature of the estimator forces us to drop any country pair
in which no single AD measure has ever been introduced by the importing country against
the trade partner in question during the sample period. Some of these country pairs should
be dropped from the estimation because they are such that AD measures are highly unlikely
(e.g., very small exporting country or high inter-industry trade flows). However, country pairs
may be excluded when a zero for AD measures is a “true” zero: it happens to be zero but AD
measures could have occurred. The use of separate importer and export fixed effects provides
an alternative identification strategy, which does not exclude these observations. In this case,
only importing countries that have used AD at some point during the sample (against any
trade partner) are included but this is not a limitation since we do want to restrict the analysis
to active and intense users of AD.

When including dyad fixed effects, we actually estimate these effects instead of employing
the conditional fixed-effects estimator. In the latter case, a conditional likelihood function is
used so that the effects are “conditioned out” of the likelihood function and dropped from
the estimation. Thus, this estimator is not equivalent to what is usually thought of as a
fixed-effects estimator (i.e., there are no different intercepts). In fact, the coefficients of
time-invariant variables would still be identified in conditional fixed-effects estimations. The
inclusion and estimation of dyad fixed effects may give rise to inconsistent estimates due to the
incidental parameter problem in samples with short panels. However, Allison and Waterman
(2002) demonstrate that no such bias emerges.

Before moving to discussing the data and the results, a few observations are in order. First
of all, our key regressors (i.e., PT'As negotiation, ., and PT As implemented, ;) only take
into consideration PTAs that affect a minimum level of imports in the year before initiation
of the negotiations (if not yet in force) or in the year before entry into force. In fact, we

can reasonably expect that the mechanisms discussed in Section 2 are at play only if a PTA



affects a significant amount of trade, else the trade-diversion and market-power effects would
not manifest themselves. Theory is silent on what “significant” actually means in practice. In
the benchmark regressions, we assume this threshold to be 10%, but we discuss the sensitivity
of our results to lower thresholds in the robustness section.®

In terms of the sample, it does not include country pairs that are involved in the negotiation
or the enforcement of PTAs. In fact, our focus is on verifying whether PTAs have an effect
on the use of contingent (i.e., AD) measures between member and non-member countries
depending on how the status of PTA negotiations and implementations varies over time. Our
empirical predictions focus on a comparison of AD patterns before and after the consideration
of PTAs, not a comparison of AD patterns within the PTAs vis-a-vis the AD patterns between

member and non-member countries (although we revisit this choice in the section on robustness

checks).?

4 Data

In order to implement the econometric strategy discussed in the previous section, three sets
of data are needed. Comprehensive details on the various phases of PTAs is the first building
block and the one that proves the most difficult to collect. Data on the use of AD is the
second building block, while trade and macro variables constitute the final set of data. In the
following, we discuss each of these datasets in turn.

Regarding PTAs, our sample includes all trade agreements notified to the GATT/WTO
that satisfy all of the following three conditions: (i) they have entered into force from 1980
onwards and are still active, or they are not yet in force but their negotiation has been
announced “early” to the WTO; (ii) they involve at least one of the 15 most intense users
of AD (to be defined below); and (iii) for their member countries identified by condition (ii),
the intra-PTA import share is at least 0.2%. For these PTAs, we then carry out an extensive
data collection process as we gather for each of them the dates of the following events: (i)

initiation of process (e.g., the launching of a joint feasibility study or the expression of intention

8 As expected, the effects become less precisely estimated when using lower thresholds.
91n the case of negotiating country pairs, we exclude those for which the import share affected by the trade
agreement is at least 1%.
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to explore the possibility of a PTA); (ii) formal launch of negotiations; (iii) conclusion of
negotiations; (iv) signature of agreement; (v) ratification of agreement; and (vi) entry into
force of agreement. The information comes from a wide range of online sources, including (but
not limited to) the WTO, the European Commission, the European Parliament, the Office
of the United States Trade Representative, the Foreign Trade Information System (SICE)
of the Organization of American States, the Asia Regional Integration Center of the Asian
Development Bank, partner countries’ official sources (e.g., the Ministry of Foreign Affairs
of South Korea or the Ministry of Commerce of China), or national legislative bodies (for
ratification dates). As a last resort, we use historical data from newspapers.

Data on the worldwide usage of AD (since 1980) comes mainly from the Global Antidump-
ing Database (Bown, 2015) and are complemented by the data from Moore and Zanardi (2009)
for some countries and years.!? In particular, these sources allow us to construct the dependent
variable, AD; ;., as the count of the AD measures that an importer has introduced against an
exporter in a given year. Since we would expect an effect from PTAs to the use of AD to occur
only for those countries that do make systematic use of this form of contingent protection, we
limit the sample of importing countries to the 15 most intense AD users: the five traditional
users (i.e., Australia, Canada, the EU, New Zealand, and the United States) and the ten most
active new users: Argentina, Brazil, China, India, Mexico, Peru, South Africa, South Korea,
Taiwan, and Turkey.

As for the import data (at a country level), they are taken from the IMF Direction of Trade
Statistics (DOTS) and they serve two purposes. First, we need to control for the size of imports
and their growth as they are known determinants of AD measures. Not less importantly, one
of the empirical predictions stemming from Tabakis (2010) is that the effect of CUs on AD
usage of their members against third countries depends on the volume of imports. Hence,
import growth (between ¢t and ¢ — 1) becomes another key regressor when distinguishing the
effects of FTAs and CUs on AD usage.

Finally, macro controls as (the log of) bilateral real exchange rate and importer and ex-

porter GDP growth rates (between ¢ and ¢ — 3) are included as they have been shown to affect

10For the sample used in the econometric analysis, only the data for Canada before 1995, the EU before
1987 and New Zealand before 1995 are taken from Moore and Zanardi (2009).
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the introduction of AD measures (e.g., see the seminal work by Knetter and Prusa, 2003).
These variables are taken from the World Development Indicators (WDI).

Merging these three sets of data, the sample consists of 15 importing countries and all
of their trade partners over the years from 1980 until 2015, with a later starting year if an
importing country has implemented an AD law more recently or AD data are not available
(see Table Al in the Appendix for details of included years by country). Notice though that
starting from the consideration of all potential trade partners of the 15 importing countries
identified above, import and macro data are missing for many observations and their inclusion

forces us to drop many observations.

5 Empirical Results

The results of the first step of our estimation strategy are presented in Table 1. In this case,
we do not distinguish between FTAs and CUs in their effects on the use of AD against third
countries. Still, it should be the case that higher values of PT'As negotiation, ., lead to fewer
AD measures (i.e., the effects of FTAs and CUs during their negotiation is the same). The
estimated coefficient for PT As implemented; ., should be negative, except if the effect from
members of CUs facing high import growth dominates.

Table 1 includes eight specifications that differ because of fixed effects, of whether control
variables are included or not, and depending on the functional form of PT As negotiation, .,
and PTAs implemented; .; (in logs in the last four columns). Even before discussing the
differences of these modeling strategies, it is obvious that the results are quite robust: the
negotiation and implementation of PTAs between an importing country ¢ and third countries
z # j (in year t) reduces the number of AD measures that country i imposes against trading
partner j (in year t). Thus, it is the case that the data provide broad support for the theoretical
predictions discussed in Section 2.

Looking in detail at the results in Table 1, the first specification includes only year, importer
and exporter fixed effects together with the key regressors of interest. It is clearly the case
that this minimalist version should be augmented by the trade and macro controls that the

literature shows to be important determinants of AD activity. Although their inclusion in
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column (2) forces us to drop many observations due to missing data, it is reassuring that the
smaller sample does not change the sign and significance of the coefficients of interest, even
though they are smaller in absolute terms. Thus, if anything we may underestimate the true
values of the effects when these regressors are included. These control variables do display
the role that we expect from previous findings: large import volumes and import growth
lead to more AD measures, as is the case for an appreciation of the exchange rate of the
importing country (while GDP growth rates do not display a significant role). Columns (3)
and (4) are analogous but they are based on dyad fixed effects. This strategy imposes a loss
of observations also for the minimalist specification (i.e., any country pair without a single
AD measure over the sample is dropped), implying a smaller difference of observations when
the controls are included. Still, the results are very much in line with the previous ones: there
are no significant differences between the estimates in columns (2) and (4), except for a larger
coefficient for the level of imports.

The last four columns re-estimate the same specifications with the key regressors of the
count of PTA negotiations and implementations replaced by the log of one plus the count
of these. This alternative formulation imposes a non-linear effect of PTA negotiation and
implementation and the results confirm this to be the case. Again, the reduced samples due
to the inclusion of control variables do not change the conclusions.

The purpose of Table 1 was to establish prima-facie evidence supporting the theoretical
predictions of Tabakis (2010, 2015) and dispel any concern of sample selection due to the
availability of trade and macro controls. This second aspect is crucial as we move to the
second step where the role of import growth is essential to test the empirical predictions in all
of their details. The results of the second step are reported in Table 2, which does not include
any minimalist specification since import growth is more than just a control variable and
cannot be excluded. Columns (1) and (3) employ year, importer and exporter fixed effects,
while columns (2) and (4) use dyad fixed effects. As for the functional form of the count of
PTAs, in the last two columns we use their log counterparts.

In terms of negotiations, in all specifications it appears that it is the negotiation of CUs that
leads to significant downward pressure on AD measures. The coefficient estimates for FTAs are

always negative but they are imprecisely estimated. Considering the implementation of trade
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agreements, FTAs have a negative effect but it is only significant with the non-linear version
of the regressors. As theory suggests, the interaction between implementation of FTAs and
import growth presents a negative sign denoting a further dampening effect on AD measures
although the coefficients are not statistically significant. Implementation of CUs has an overall
negative effect (although only significant in the first two columns) but the interaction term
with import growth is positive and significant indicating that for large enough trade surges
the market-power effect of CUs dominates and leads to more AD measures. This is in line
with the empirical prediction derived from Tabakis (2010). As for the other regressors, their
significance is very much in line with the results of Table 1, except for import growth that
loses significance when not interacted.

In conclusion, the estimates of Tables 1 and 2 provide clear support for the theoretical
predictions discussed in Section 2. The negotiation and implementation of PTAs has an effect
on the extent of AD use of PTA members vis-a-vis third countries. The more interesting part
is that the mechanisms at play (i.e., market power and trade diversion) lead to fewer AD

measures, except when CU member countries face substantial import growth.

5.1 Robustness Checks

Tables 1 and 2 already include various robustness checks and demonstrate that our results
are not sensitive to different modeling choices. They address the issue of sample selection due
to available data, they rely on different econometric strategies (i.e., sets of fixed effects), and
they consider different functional forms for the count variables related to PTA negotiations
and implementations. However, all the results presented so far are based on PTAs that affect
at least 10% of the import volume of the importing country (in the year before enforcement
or before the start of negotiations when the agreement is not yet in force by the end of 2015).
The choice of this threshold is based on the interest to consider PTAs that can be expected
to have meaningful trade effects. Still, this threshold is simply assumed and we need to verify
whether the results are sensitive to this assumption.

Thus, we re-estimate our specifications using a threshold of 5%. In such case, we would
expect the results to become weaker and probably less statistically significant as “smaller”

PTAs are now included. Table 3 presents the results of such an exercise, only reporting
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estimates based on the use of dyad fixed effects, as they lead to the most demanding of the

! The first two columns parallel Table 1 with the second column employing

specifications.!
the log version of the PTA count variables; the remaining two columns mirror Table 2, again
with the linear and non-linear formulation of the key regressors. Overall, the results are very
much in line with our previous conclusions but with smaller coefficients (in absolute terms)
and/or lower levels of significance for our main regressors of interest (while the coefficients
for the other variables do not present any significant change). And if we were to lower the
threshold further to 1% (results not reported to save on space but available upon request),
the main results would still survive. In conclusion, it does not seem that the threshold plays a
crucial role in verifying that the empirical predictions discussed in Section 3 are borne out in
the data although the point estimates of the effects are somewhat reduced when considering
lower thresholds.

Finally, we re-estimate our results without excluding the country pairs negotiating or en-
forcing a PTA. At the end of Section 3, we argued that these observations should be excluded
since the theoretical models by Tabakis (2010, 2015) only lead to empirical predictions on the
pattern of AD between member and non-member countries of a PTA. Still, we can include the
observations so far discarded although we are agnostic on how negotiations and implemen-
tations of PTAs affect the parties involved in the PTAs. Table 4 proposes the same type of
specifications as in Table 3 with these extra observations (almost 2,400) and dummy variables
that control for country pairs that are members of the same PTA (PT'A dummy; ;) or are ne-
gotiating a PTA (Negotiation dummy; ;+). The results show that the conclusions we reached
earlier are still valid (if anything, the results are possibly stronger in terms of significance),
while confirming that PTA members introduce fewer AD measures against each other but are
more prone to protectionist measures (against each other) during the years when their PTA

is negotiated.!?

Specifications not reported are available upon request.
12These conclusions are still valid even when interaction terms between our key regressors and the new
dummy variables are added to these regressions (results available upon request).
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6 Conclusions

This paper has explored the implications of PTAs for their member countries’ external AD
actions (i.e., the AD measures of members against non-member countries). We have relied
on the theoretical work by Tabakis (2010, 2015) to guide our empirical strategy. Three main
testable predictions regarding PTAs and AD measures emerge from these papers: (i) the num-
ber of AD measures of members against non-members of an FTA agreement should decrease
both during its negotiation and after its implementation; (ii) the number of AD measures of
members against non-members of a CU agreement should decrease during its negotiation; and
(iii) the number of AD measures of members against non-members of a CU agreement should
increase following its implementation for “high” import volumes, whereas the reverse is true
for “low” volumes of imports. To empirically test these predictions, we have first constructed
a dataset containing extensive information regarding the negotiation, signature, ratification,
and implementation of a large number of PTAs. Using then AD data over the period 1980—
2015 and different econometric strategies, we have provided clear evidence in support of the
aforementioned predictions. PTAs have, in general, a dampening effect on their member coun-
tries’ AD activity against the rest of the world, except when members of an implemented CU
agreement face large import surges. These results highlight a building-block effect of PTAs
on multilateral trade cooperation (at least as far as AD protection is concerned).

In conclusion, this paper offers yet further evidence that strategic interactions—either
across countries or between a given country’s policies—play a pivotal role in trade policy for-
mulation (see, e.g., Bown and Crowley, 2007; Tabakis and Zanardi, 2017). In particular, we
have demonstrated that a country’s decision to engage in regionalism has important ramifi-
cations for its AD activity vis-a-vis third countries. What is more significant, our analysis
highlights the importance of taking into consideration other policy instruments besides most-
favored-nation tariffs in order to get a more complete picture regarding whether PTAs are

building blocks or stumbling blocks towards multilateral trade cooperation.
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Table 1: Step 1

1) 2) 3 (4) (5) (6) (7) 8
In(1+PTAs negotiation) and In(1+PTAs implemented)
PTAs negotiation; , -0.078°  -0.062°  -0.062°  -0.0600  -0.250 -0.216  -0.193°  -0.213"
(0.016) (0.017) (0.018) (0.019) (0.056) (0.059) (0.061) (0.064)
PTAs implemented; ,; -0.076  -0.048"  -0.061"  -0.048" = -0414"7  -0295 -0.358" = -0.3137
(0.024) (0.024) (0.026) (0.024) (0.119) (0.114) (0.122) (0.118)
Import growth; j ye.1 0.1737" 0.208"" 0.166" 0.200""
(0.058) (0.065) (0.059) (0.066)
In(Imports); j+1 0.567 0.7147" 0.564"" 0.7147"
(0.044) (0.075) (0.044) (0.075)
In(Real exchange rate); 1 0.357 0.285 0.3727" 0.299"
(0.117) (0.121) (0.116) (0.119)
Importer GDP growth; yt-3 0.571 -0.072 0.593 -0.077
(0.475) (0.487) (0.476) (0.490)
Exporter GDP growth; y1-3 -0.019 -0.088 -0.007 -0.078
(0.456) (0.472) (0.455) (0.471)
Year FE Yes Yes Yes Yes Yes Yes Yes Yes
Importer FE Yes Yes No No Yes Yes No No
Exporter FE Yes Yes No No Yes Yes No No
Dyad FE No No Yes Yes No No Yes Yes
Observations 36,826 23,604 14,768 11,548 36,826 23,604 14,768 11,548
Pseudo R? 0.27 0.28 0.20 0.23 0.27 0.28 0.21 0.23

Notes: The dependent variable is the count of AD measures introduced by country i against country j in year t. PTAs are included in the regressors if they affect
at least 10% of the import value of the importing country. The table reports the estimated coefficients of negative binomial regressions with standard errors
clustered at country-pair level; ***, ** * denote significance at the 1%, 5%, and 10% level, respectively.
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Table 2: Step 2

@ (2) 3 4)
In(1+negotiation) and
In(1+implemented)
FTASs negotiation; ; ¢ -0.031 -0.030 -0.083 -0.099
(0.021) (0.024) (0.067) (0.080)
CUs negotiation; -0.0977"  -0.089"  -0.4027"  -0.371
(0.025) (0.026) (0.091) (0.095)
FTAs implemented; , ; -0.050 -0.049 -0507°  -0.524"
(0.044) (0.050) (0.222) (0.236)
FTAs implemented; . X Import growth; ; yt-1 -0.035 -0.014 -0.090 0.017
(0.069) (0.079) (0.231) (0.225)
CUs implemented, -0.0537  -0.054" -0.093 -0.148
(0.021) (0.020) (0.127) (0.122)
CUs implemented; . x Import growth; j g1 01257 0.0917" 03457  0.288""
(0.028) (0.029) (0.066) (0.073)
Import growth; j ye.1 0.072 0.140" 0.027 0.088
(0.063) (0.066) (0.068) (0.072)
In(Imports); j+1 05697 07077 05587  0.687
(0.044) (0.076) (0.043) (0.074)
In(Real exchange rate); 1 0.357 0.285 0.3937" 0.316"
(0.118) (0.123) (0.121) (0.127)
Importer GDP growth; yt-3 0.530 -0.084 0.700 0.098
(0.475) (0.489) (0.475) (0.493)
Exporter GDP growth; y1-3 -0.106 -0.166 -0.195 -0.239
(0.452) (0.464) (0.460) (0.474)
Year FE Yes Yes Yes Yes
Importer FE Yes No Yes No
Exporter FE Yes No Yes No
Dyad FE No Yes No Yes
Observations 23,604 11,548 23,604 11,548
Pseudo R® 0.28 0.23 0.28 0.23

Notes: The dependent variable is the count of AD measures introduced by country i against country j in year t. PTAS
are included in the regressors if they affect at least 10% of the import value of the importing country. The table
reports the estimated coefficients of negative binomial regressions with standard errors clustered at country-pair
level; *** ** * denote significance at the 1%, 5%, and 10% level, respectively.
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Table 3: Robustness of included PTAs

@ (2) 3 (4)
In(1+X) In(1+X)
PTAs negotiation; , -0.028" -0.084
(0.014) (0.055)
PTAs implemented; ,; -0.0457  -0.273"
(0.021) (0.110)
FTASs negotiation; ; ¢ 0.006 0.079
(0.016) (0.063)
CUs negotiation; -0.0817"  -0.267
(0.024) (0.083)
FTAs implemented; , ; -0.035 -0.347"
(0.031) (0.139)
FTAs implemented; ;. X Import growth; ; yt-1 0.003 0.085
(0.044) (0.169)
CUs implemented,; -0.055" -0.105
(0.021) (0.174)
CUs implemented; .+ X Import growth ; .1 0.0817"  0.2997
(0.030) (0.080)
Import growth; j ye.1 02147 02077 0.136" 0.061
(0.065) (0.065) (0.069) (0.081)
In(Imports); j+1 07317 07387 07177 0715
(0.077) (0.077) (0.074) (0.074)
In(Real exchange rate); 1 0.289" 0.305 " 0.273" 0.277"
(0.121) (0.120) (0.121) (0.123)
Importer GDP growth; yt-3 0.058 0.150 0.007 0.269
(0.502) (0.512) (0.506) (0.518)
Exporter GDP growth; y1-3 -0.072 -0.075 -0.118 -0.164
(0.475) (0.475) (0.460) (0.468)
Year FE Yes Yes Yes Yes
Dyad FE Yes Yes Yes Yes
Observations 11,548 11,548 11,548 11,548
Pseudo R® 0.23 0.23 0.23 0.23

Notes: The dependent variable is the count of AD measures introduced by country i against country j in year t. PTAS
are included in the regressors if they affect at least 5% of the import value of the importing country. The table
reports the estimated coefficients of negative binomial regressions with standard errors clustered at country-pair
level; *** ** * denote significance at the 1%, 5%, and 10% level, respectively.
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Table 4: Robustness of included country pairs

@ (2) 3 (4)
In(1+X) In(1+X)
PTAs negotiation; , -0.0517  -0.166
(0.016) (0.055)
PTAs implemented; ,; -0.0457  -0.258"
(0.019) (0.094)
FTASs negotiation; ; ¢ -0.027 -0.065
(0.019) (0.065)
CUs negotiation; -0.080°  -0.3177
(0.023) (0.087)
FTAs implemented; , ; -0.030 -0.366
(0.030) (0.154)
FTAs implemented; ;. X Import growth; ; yt-1 0.022 0.067
(0.061) (0.203)
CUs implemented,; -0.067  -0.178"
(0.017) (0.102)
CUs implemented; .+ X Import growth ; .1 0.0987"  0.295
(0.030) (0.078)
Import growth; j ye.1 022377 0216 0.145" 0.105
(0.061) (0.062) (0.065) (0.070)
In(Imports); j+1 07007 07017  0.695°  0.688"
(0.070) (0.070) (0.070) (0.069)
In(Real exchange rate); 1 03107 03197  0.3007° 03317
(0.114) (0.112) (0.115) (0.117)
Importer GDP growth; yt-3 0.087 0.097 0.021 0.205
(0.447) (0.446) (0.448) (0.450)
Exporter GDP growth; y1-3 -0.022 -0.014 -0.064 -0.155
(0.433) (0.431) (0.427) (0.430)
PTA dummy; . 044277 -04297  -043877 -0.4117
(0.169) (0.171) (0.167) (0.172)
Negotiation dummy; 0.346" 0.336" 0.322" 0.335"
(0.155) (0.155) (0.155) (0.158)
Year FE Yes Yes Yes Yes
Dyad FE Yes Yes Yes Yes
Observations 13,921 13,921 13,921 13,921
Pseudo R® 0.23 0.23 0.23 0.23

Notes: The dependent variable is the count of AD measures introduced by country i against country j in year t. PTAS
are included in the regressors if they affect at least 10% of the import value of the importing country. The table
reports the estimated coefficients of negative binomial regressions with standard errors clustered at country-pair
level; *** ** * denote significance at the 1%, 5%, and 10% level, respectively.
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Table Al: Sample period of included importing countries

Country First year Last year
Argentina 1989 2015
Australia 1989 2015
Brazil 1988 2015
Canada 1980 2015
China 1997 2015
European Union 1980 2015
India 1992 2015
Mexico 1987 2015
New Zealand 1982 2015
Peru 1992 2015
South Africa 1992 2015
South Korea 1986 2015
Taiwan 1983 2015
Turkey 1989 2015
USA 1980 2015
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V\Il:)c:::r]g 05-04 Kyong-Dong KIM Why Korea Is So Prone To Conflict: An Alternative Sociological Analysis
V\Il:)c:::r]g 05-05 Dukgeun AHN Why Should Non-actionable Subsidy Be Non-actionable?
V\Il:ggérg 05-06 Seung-Joo LEE Case Study of L’Oréal: Innovation and Growth Strategy
V\Il:)c:::r]g 05-07 Seung-Joo LEE Case Study of BMW: The Ultimate Driving Machine
V\Il:)c:::r]g 05-08 Taejong KIM Do School Ties Matter? Evidence from the Promotion of Public Prosecutors in Korea
Working Paradigms and Fallacies:

Paper 05-09 Hun Joo PARK Rethinking Northeast Asian Security
Working WOOCHAN KIM - . .

. - ?
Paper 05-10 TAEYOON SUNG What Makes Group-Affiliated Firms Go Public?
BERNARD S. BLACK

Working 05-11 WOOCHAN KIM Does Corporate Governance Predict Firms' Market Values?

Paper HASUNG JANG Time Series Evidence from Korea

KYUNG-SUH PARK

Working 05-12 Kun-Ho Lee Estimating Probability of Default I_:or the Foundation IF_%B A_pproach In Countries That

Paper Had Experienced Extreme Credit Crises
V\g;;?g 05-13 Ji-Hong KIM Optimal Policy Response To Speculative Attack
Working 05-14 Kwon Jung Coupon Redemption Behaviors among Korean Consumers: Effects of Distribution

Paper Boon Young Lee Method, Face Value, and Benefits on Coupon Redemption Rates in Service Sector
Working Kee-Hong B.ae Family Control and Expropriation of Not-for-Profit Organizations:

06-01 Seung-Bo Kim . . L
Paper . Evidence from Korean Private Universities
Woochan Kim

Working . How Good is Korean Health Care?

Paper 06-02 Jaeun Shin An International Comparison of Health Care Systems
V\g;?g 06-03 Tae Hee Choi Timeliness of Asset Write-offs
Working . Conflict Resolution Case Study:

-04 PARK . . .

Paper 06-0 Jin The National Education Information System (NEIS)
Working DYNAMIC COMPETITIVE PARADIGM OF MANAGING MOVING TARGETS;

Paper 06-05 YuSang CHANG IMPLICATIONS FOR KOREAN INDUSTY
V\g;r;?g 06-06 Jin PARK A Tale of Two Government Reforms in Korea
V\g;?g 06-07 Ilho YOO Fiscal Balance Forecast of Cambodia 2007-2011
V\g;?g 06-08 Ilho YOO PAYG pension in a small open economy
working | - 6 o Kwon JUNG IMPULSE BUYING BEHAVIORS ON THE INTERNET

Paper Clement LIM
V\é‘;r:;?g 06-10 Joong H. HAN Liquidation Value and Debt Availability: An Empirical Investigation
Working 06-11 Brandon Julio, Woojin Kim Uses of Funds and the Sources of Financing:

Paper Michael S. Weisbach Corporate Investment and Debt Contract Design
Working Toward People-centered Development:

Paper 06-12 Hun Joo Park A Reflection on the Korean Experience
V\l/%r:;r:g 06-13 Hun Joo Park The Perspective of Small Business in South Korea
V\l/%r:;r:g 06-14 Younguck KANG Collective Experience and Civil Society in Governance
Working 06-15 Dong-Young KIM The Roles of §overnment Offlc_lal_s as Policy Entrepreneurs

Paper in Consensus Building Process
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Working 06-16 Ji Hong KIM Military Service : draft or recruit
Paper
working |6 17 Ji Hong KIM Korea-US FTA
Paper
V\Il:)c:::r]g 06-18 Ki-Eun RHEE Reevaluating Merger Guidelines for the New Economy
Workin Taejong KIM
Pa erg 06-19 Ji-Hong KIM Economic Assimilation of North Korean Refugees in South Korea: Survey Evidence
P Insook LEE
Working ON THE STOCK RETURN METHOD TO DETERMINING INDUSTRY
06-20 Seong Ho CHO
Paper SUBSTRUCTURE: AIRLINE, BANKING, AND OIL INDUSTRIES
Working DETECTING INDUSTRY SUBSTRUCTURE:
Paper 06-21 Seong Ho CHO - Case of Banking, Steel and Pharmaceutical Industries-
Working 06-22 Tae Hee Choi Ethical Commitment, Corporate FlnanC|aI. Factors: A Survey Study of Korean
Paper Companies
V\g;r;:g 06-23 Tae Hee Choi Aggregation, Uncertainty, and Discriminant Analysis
Working 07-01 Jin PARK Ten Years of Economic Knowledge Cooperation
Paper Seung-Ho JUNG with North Korea: Trends and Strategies
Working 07-02 BERNARD S. BLACK The Effect of Board Structure on Firm Value in an Emerging Market:
Paper WOOCHAN KIM 1V, DiD, and Time Series Evidence from Korea
Working FTA Trade in Goods Agreements:
Paper 07-03 Jong Bum KIM ‘Entrenching’ the benefits of reciprocal tariff concessions
Working 07-04 Ki-Eun Rhee Price Effects of Entries
Paper
V\g;;?g 07-05 Tae H. Choi Economic Crises and the Evolution of Business Ethics in Japan and Korea
Working Kwon JUNG o Extending the Fit Hypothesis in Bra_md Extensions: _ _
07-06 . Effects of Situational Involvement, Consumer Innovativeness and Extension Incongruity
Paper Leslie TEY . .
on Evaluation of Brand Extensions
Working 07-07 Younguck KANG Identifying the Potential Influences on Income Inequ?llty Changes in Korea — Income
Paper Factor Source Analysis
. W HAN KIM . . .
Working 00C Home-country Ownership Structure of Foreign Institutional Investors and Control-
Paper 07-08 TAEYOON SUNG Ownership Disparity in Emerging Markets
P SHANG-JIN WEI p Dispanty ging
V\g:;:g 07-09 Ilho YOO The Marginal Effective Tax Rates in Korea for 45 Years : 1960-2004
V\g:;:g 07-10 Jin PARK Crisis Management for Emergency in North Korea
V\g:;:g 07-11 Ji Hong KIM Three Cases of Foreign Investment in Korean Banks
V\g:;:g 07-12 Jong Bum Kim Territoriality Principle under Preferential Rules of Origin
Workin THE EFFECT OF TARGET OWNERSHIP STRUCTURE ON THE TAKEOVER
Pa erg 07-13 Seong Ho CHO PREMIUM IN OWNER-MANAGER DOMINANT ACQUISITIONS: EVIDENCE
P FROM KOREAN CASES
Working Seong Ho CHO - .
Paper 07-14 Bill McKelvey Determining Industry Substructure: A Stock Return Approach
V\g:;:g 07-15 Dong-Young KIM Enhancing BATNA Analysis in Korean Public Disputes
Working 07-16 Dong-Young KIM The Use of Integrated Assessmer_lt to Support Myl-tl—Stakeholder negotiations for
Paper Complex Environmental Decision-Making
Working 07-17 Yuri Mansury Measuring the Impact of a Cata§troph|<_: Event: Intggratmg _Geographlc Information
Paper System with Social Accounting Matrix

* The above papers are available at KDI School Website <http://www.kdischool.ac.kr/new/eng/faculty/working.jsp>.
You may get additional copy of the documents by downloading it using the Acrobat Reader.




Working Paper Series

Category Serial # Author Title
Working . Promoting Inter-Regional Cooperation between Israel and Palestine:
Paper 07-18 Yuri Mansury A Structural Path Analysis Approach
V\Il:)c:::r]g 07-19 Ilho YOO Public Finance in Korea since Economic Crisis
Workin Li GAN
9 07-20 Jaeun SHIN Initial Wage, Human Capital and Post Wage Differentials
Paper QiLl
Working 07-21 Jin PARK Public Entity Refqrm during the Roh Admmlstratlon:
Paper Analysis through Best Practices
V\Il:)c:::r]g 07-22 Tae Hee Choi The Equity Premium Puzzle: An Empirical Investigation of Korean Stock Market
V\g;r:;?g 07-23 Joong H. HAN The Dynamic Structure of CEO Compensation: An Empirical Study
V\L(;r;(;?g 07-24 Ki-Eun RHEE Endogenous Switching Costs in the Face of Poaching
Working 08-01 Sun LEE Effects of Price Comparison Site on Price and Value Perceptions in Online Purchase
Paper Kwon JUNG
V\{D(;r;?g 08-02 Ilho YOO Is Korea Moving Toward the Welfare State?: An IECI Approach
Working 08-03 I1lho YOO DO CHILDREN SUPPORT THEIR PARENTS' APPLICATION FOR THE REVERSE
Paper Inhyouk KOO MORTGAGE?: A KOREAN CASE
V\{D(;r:;?g 08-04 Seong-Ho CHO Raising Seoul’s Global Competitiveness: Developing Key Performance Indicators
V\{D(;r;?g 08-05 Jin PARK A Critical Review for Best Practices of Public Entities in Korea
V\g;r;:g 08-06 Seong-Ho CHO How to Value a Private Company? -Case of Miele Korea-
V\g;r;:g 08-07 Yoon Ha Yoo The East Asian Miracle: Export-led or Investment-led?
V\g;?g 08-08 Man Cho Subprime Mortgage Market: Rise, Fall, and Lessons for Korea
Workin Woochan KIM
Pa erg 08-09 Woojin KIM Value of shareholder activism: evidence from the switchers
P Kap-sok KWON
V\g;r;?g 08-10 Kun-Ho Lee Risk Management in Korean Financial Institutions: Ten Years after the Financial Crisis
Working 08-11 Jong Bum KIM Korea’s Institutional Framework for FTA NegoFla}tlons and Administration: Tariffs and
Paper Rules of Origin
Working Strategy, Structure, and Channel of Industrial Service Leaders:
-12 Y HAN . .
Paper 08 uSang C G A Flow Chart Analysis of the Expanded Value Chain
V\gpl):?g 08-13 Younguck KANG Sensitivity Analysis of Equivalency Scale in Income Inequality Studies
V\g;r:;?g 08-14 Younguck KANG Case Study: Adaptive Implementation of the Five-Year Economic Development Plans
- - - - Py -
Working 08-15 Joong H. HAN Is Lending by Banks and Non banks_ Dlﬁgrent. Evidence from Small Business
Paper Financing
V\g;;?g 08-16 Joong H. HAN Checking Accounts and Bank Lending
- - p
Working 08-17 Seongwuk MOON How Does the Managemer)t of Researc_h Impact the Dlsclpsure of Knowledge. Evidence
Paper from Scientific Publications and Patenting Behavior
Working How Korea’s Rapid Export Expansion Began in the 1960s:
Paper 08-18 Jungho YOO The Role of Foreign Exchange Rate
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Working Paper Series
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BERNARD S. BLACK
Working WOOCHAN KIM . R
Paper 08-19 HASUNG JANG How Corporate Governance Affects Firm Value: Evidence on Channels from Korea
KYUNG SUH PARK
Working 08-20 Tae Hee CHOI Meeting or Beating Ana!ysts Forecasts: Empirical Evidence of Firms' Characteristics,
Paper Persistence Patterns and Post-scandal Changes
Working 08-21 Jaeun SHIN Understanding the Role of Private Health In_suranct'e in the Universal Coverage System:
Paper Macro and Micro Evidence
V\|/D<;rrl)<;?g 08-22 Jin PARK Indonesian Bureaucracy Reform: Lessons from Korea
V\|/D<;rrl)<;?g 08-23 Joon-Kyung KIM Recent Changes in Korean Households' Indebtedness and Debt Service Capacity
Working 08-24 Yuri Mansury What Do We Know about the Geog_raphlc Pattern of Growth across Cities and Regions
Paper in South Korea?
Working 08-25 Yuri Mansury & Why Do Megacities Coexist with Small Towns? Historical Dependence in the Evolution
Paper Jae Kyun Shin of Urban Systems
V\g;;?g 08-26 Jinsoo LEE When Business Groups Employ Analysts: Are They Biased?
Working 08-27 Ch.EOI S. EUN Mean-Variance Convergence Around the World
Paper Jinsoo LEE
- - — —
Working 08-28 Seongwuk MOON How Does_ Jop Design Affect P_rod_uctlwty and Egrnlngs.
Paper Implications of the Organization of Production
V\g;;?g 08-29 Jaeun SHIN Smoking, Time Preference and Educational Outcomes
Working Reap the Benefits of the Latecomer:
Paper 08-30 Dong Young KIM From the story of a political, cultural, and social movement of ADR in US
V\g;;?g 08-31 Ji Hong KIM Economic Crisis Management in Korea: 1998 & 2008
Working 08-32 Dong-Young KIM Civility or Creativity?: Application o_f Dispute Systerqs Design (DSD) to Korean Public
Paper Controversies on Waste Incinerators
V\g:;:g 08-33 Ki-Eun RHEE Welfare Effects of Behavior-Based Price Discrimination
V\g:;:g 08-34 Ji Hong KIM State Owned Enterprise Reform
V\g:;:g 09-01 Yu Sang CHANG Making Strategic Short-term Cost Estimation by Annualized Experience Curve
Working When Conflict Management is Institutionalized:
Paper 09-02 Dong Young KIM A Review of the Executive Order 19886 and government practice
Working Managing Mortgage Credit Risk:
Paper 09-03 Man Cho What went wrong with the subprime and Alt-A markets?
V\g:;:g 09-04 Tae H. Choi Business Ethics, Cost of Capital, and Valuation
Workin Woochan KIM
Pa erg 09-05 Woojin KIM What makes firms issue death spirals? A control enhancing story
P Hyung-Seok KIM
Working 09-06 Yu Sang CHANG Limit to Improvement: Myth or Reality? Empirical Analysis of Historical Improvement
Paper Seung Jin BAEK on Three Technologies Influential in the Evolution of Civilization
V\gg‘;?g 09-07 Ji Hong KIM G20: Global Imbalance and Financial Crisis
V\g;rpl):?g 09-08 Ji Hong KIM National Competitiveness in the Globalized Era
Workin Hao Jiang
Pa erg 09-09 Woochan Kim Contract Heterogeneity, Operating Shortfalls, and Corporate Cash Holdings
P Ramesh K. S. Rao
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V\Il:)c:::r]g 09-10 Man CHO Home Price Cycles: A Tale of Two Countries
V\Il:ggérg 09-11 Dongcul CHO The Republic of Korea’s Economy in the Swirl of Global Crisis
V\Il:)c:::r]g 09-12 Dongcul CHO House Prices in ASEAN+3: Recent Trends and Inter-Dependence
Working 09-13 Seung-Joo LEE Case Study of POSCO -
Paper Eun-Hyung LEE Analysis of its Growth Strategy and Key Success Factors
Working Woochan KIM The Value of Foreign Blockholder Activism:
09-14 Taeyoon SUNG . .
Paper - Which Home Country Governance Characteristics Matter?
Shang-Jin WEI
V\g;r:;:g 09-15 Joon-Kyung KIM Post-Crisis Corporate Reform and Internal Capital Markets in Chaebols
V\{D(;r;?g 09-16 Jin PARK Lessons from SOE Management and Privatization in Korea
V\g;r;:g 09-17 Tae Hee CHOI Implied Cost of Equity Capital, Firm Valuation, and Firm Characteristics
Working Avre Entrepreneurs and Managers Different?
-1 K N . .
Paper 09-18 won JUNG Values and Ethical Perceptions of Entrepreneurs and Managers
V\{D(;r;?g 09-19 Seongwuk MOON When Does a Firm Seek External Knowledge? Limitations of External Knowledge
V\{D(;r;?g 09-20 Seongwuk MOON Earnings Inequality within a Firm: Evidence from a Korean Insurance Company
V\g;r;:g 09-21 Jaeun SHIN Health Care Reforms in South Korea: What Consequences in Financing?
Working 09-22 Younguck KANG Demand Analysis of Public Education: A Quest for New Public Education System for
Paper Next Generation
Working 09-23 Seo.ng_HO CHO Valuation and Underpricing of IPOs in Korea
Paper Jinsoo LEE
V\é(;r:é?g 09-24 Seong-Ho CHO Kumho Asiana’s LBO Takeover on Korea Express
Working 10-01 Yun'-Yeong KIM Identification of Momentum and Disposition Effects Through Asset Return Volatility
Paper Jinsoo LEE
Working Four Faces of Silver Consumers:
Paper 10-02 Kwon JUNG A Typology, Their Aspirations, and Life Satisfaction of Older Korean Consumers
Working 10-03 Jinsoo LEE Corporate Governance and
Paper Seongwuk MOON International Portfolio Investment in Equities
V\g’:;:g 10-04 Jinsoo LEE Global Convergence in Tobin’s Q Ratios
Working 10-05 Seongwuk MOON Competition, Capability Buildup and Innovatlop: The Role of Exogenous Intra-firm
Paper Revenue Sharing
V\g:;:g 10-06 Kwon JUNG Credit Card Usage Behaviors among Elderly Korean Consumers
Working 10-07 Yu—S_ang CHANG Forecasting Road Fatalities by the Use of Kinked Experience Curve
Paper Jinsoo LEE
V\l/%r:;r:g 10-08 Man CHO Securitization and Asset Price Cycle: Causality and Post-Crisis Policy Reform
Working 10-09 Ma_n CHO Asset Market Correlation and Stress Testing: Cases for Housing and Stock Markets
Paper Insik MIN
Working 10-10 Yu-Sang CHANG Is Forecasting Future Suicide Rates Possible?
Paper Jinsoo LEE - Application of the Experience Curve -
Working 10-11 Seongwuk MOON What Determines the Openness of Korean Manufacturing Firms to External
Paper Knowledge?
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Workin Joong Ho HAN
Pa erg 10-12 Kwangwoo PARK Corporate Taxes and Securitization
P George PENNACCHI
V\Il:)c:::r]g 10-13 Younguck KANG Housing Policy of Korea: Old Paradigm, New Approach
V\Il:)c:::r]g 10-14 11 Chong NAM A Proposal to Reform the Korean CBP Market
Working 10-15 Younguck KANG Balanced Regional Growth Strategy bas_ed on the Economies of Agglomeration:
Paper the Other Side of Story
V\Il:)c:::r]g 10-16 Joong Ho HAN CEO Equity versus Inside Debt Holdings and Private Debt Contracting
Working 11-01 Yeon-Koo CHE Economic Consequences of Speculative Side Bets:
Paper Rajiv SETHI The Case of Naked Credit Default Swaps
Working Tae Hee CHOI . . .
Paper 11-02 Martina SIPKOVA Business Ethics in the Czech Republic
Working 11-03 Sunwoo HWANG Anti-Takeover Charter Amendments and Managerial Entrenchment: Evidence from
Paper Woochan KIM Korea
Working 11-04 Yu ﬁzggOCFEAéNG The Speed and Impact of a New Technology Diffusion in Organ Transplantation:
Paper vun Seok JUNG A Case Study Approach
Working 11-05 Jin PARK The Direction of Inter-Korean Cooperation Fund
Paper Jiwon LEE Based on ODA Standard
V\{D(;r;?g 11-06 Woochan KIM Korea Investment Corporation: Its Origin and Evolution
Working Dynamic Capabilities at Samsung Electronics:
11-07 - LEE . . . .
Paper 0 Seung-Joo Analysis of its Growth Strategy in Semiconductors
V\g;r;:g 11-08 Joong Ho HAN Deposit Insurance and Industrial Volatility
Working Transformation from Conflict to Collaboration through Multistakeholder Process:
Paper 11-09 Dong-Young KIM Shihwa Sustainable Development Committee in Korea
- - - PEp——
Working 11-10 Seongwuk MOON How will Openness to External Knowledge Impact Service Innovation? Evidence from
Paper Korean Service Sector
Working 11-11 Jin PARK Korea’s Technical Ass1stanc.:e for Bettf:r Governance:
Paper A Case Study in Indonesia
Working How Did Korea Catch Up with Developed Countries in DRAM Industry? The Role of
Paper 12-01 Seongwuk MOON Public Sector in Demand Creation: PART 1
Workin Yong S. Lee
Pa erg 12-02 Young U. Kang The Workplace Ethics of Public Servants in Developing Countries
P Hun J Park
V\l/)c;::;?g 12-03 Ji-Hong KIM Deposit Insurance System in Korea and Reform
Workin Yu Sang Chang Technology Improvement Rates of Knowledge Industries following Moore’s Law?
Pa erg 12-04 Jinsoo Lee -An Empirical Study of Microprocessor, Mobile Cellular, and Genome Sequencing
P Yun Seok Jung Technologies-
V\gg‘;?g 12-05 Man Cho Contagious Real Estate Cycles: Causes, Consequences, and Policy Implications
Working 12-06 Younguck KANG INTERGOVERNMENTAL TRANSFER AND THE FLYPAPER EFFECT
Paper Dhani Setvawan — Evidence from Municipalities/Regencies in Indonesia —
Working Civil Petitions and Appeals in Korea
12-07 Y k KAN L . A .
Paper 0 oungue G . Investigating Rhetoric and Institutional settings
Working 12-08 Yu Sang Chang Alternative Projection of the World Energy Consumption
Paper Jinsoo Lee -in Comparison with the 2010 International Energy Outlook
V\l/%r:;r:g 12-09 Hyeok Jeong The Price of Experience
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V\Il:)c:::r]g 12-10 Hyeok Jeong Complementarity and Transition to Modern Economic Growth
Working Yu S_ang CHANG When Will the Millennium Development Goal on Infant Mortality Rate Be Realized?
Paper 13-01 Jinsoo LEE - Projections for 21 OECD Countries through 2050-
P Hyuk Ju KWON ) 9
Workin Stronger Property Rights Enforcement Does Not Hurt Social Welfare
9 13-02 Yoon-Ha Yoo -A Comment on Gonzalez’ “Effective Property Rights, Conflict and Growth (JET,
Paper 2007
Working 13-03 Yu Sang CHANG Will the Stop TB Partnership Targets on TB Control be Realized on Schedule?
Paper Changyong CHOI - Projection of Future Incidence, Prevalence and Death Rates -
Working 13-04 Yu Sang CHANG Can We Predict Long-Term Future Crime Rates?
Paper Changyong CHOI — Projection of Crime Rates through 2030 for Individual States in the U.S. —
V\g;r;:g 13-05 Chrysostomos Tabakis Free-Trade Areas and Special Protection
V\{D(;r;?g 13-06 Hyeok Jeong Dynamics of Firms and Trade in General Equilibrium
V\g;r;:g 13-07 Hyeok Jeong Testing Solow's Implications on the Effective Development Policy
V\g;r;:g 13-08 Jaeun SHIN Long-Term Care Insurance and Health Care Financing in South Korea
Working 13-09 lichong Nam Investment Incentives for Nuclear Generators and Competition in the Electricity Market
Paper of Korea
V\g;r;:g 13-10 lichong Nam Market Structure of the Nuclear Power Industry in Korea and Incentives of Major Firms
Working 13-11 Ji Hong KIM Global Imbalances
Paper
V\g;r;:g 14-01 Woochan KIM When Heirs Become Major Shareholders
V\g;?g 14-02 Chrysostomos Tabakis Antidumping Echoing
- - - —
Working 14-03 Ju Ho Lee Is Ko'rea Number One |r! Humaj Capital Accumulatlion. :
Paper Education Bubble Formation and its Labor Market Evidence
V\gpl):?g 14-04 Chrysostomos Tabakis Regionalism and Conict: Peace Creation and Peace Diversion
Working Making Education Reform Happen:
Paper 14-05 JuHoLee Removal of Education Bubble through Education Diversification
Working 14-06 Sung Joon Paik Pre-employment VET Investment St_rategy in Developing Countries
Paper - Based on the Experiences of Korea -
Working JuHo Lee From Multiple Choices to Performance Assessment:
Paper 14-07 Josh Sung-Chang Ryoo Theory, Practice, and Strate
P Sam-Ho Lee . ' 9y
Working . Changes in the effect of education on the earnings differentials between men and women
14- Paik .
Paper 08 Sung Joon Pai in Korea (1990-2010)
Working 14-09 Shun Wang Social Capital ar_1d Rotating Lab_or Associations:
Paper Evidence from China
Workin Recasting the North Korean Problem:
Pa erg 14-10 Hun Joo Park Towards Critically Rethinking about the Perennial Crisis of the Amoral Family State
P and How to Resolve It
V\g:;?g 14-11 Yooncheong Cho Justice, Dissatisfaction, and Public Confidence in the E-Governance)
V\g;;?g 14-12 Shun Wang The Long-Term Consequences of Family Class Origins in Urban China
V\gg;?g 14-13 Jisun Baek Effect of High-speed Train Introduction on Consumer Welfare
V\gg‘;?g 14-14 Jisun Baek Effect of High Speed Trains on Passenger Travel: Evidence from Korea
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V\Il:)c:::r]g 15-01 Tae-Hee Choi Governance and Business Ethics - An International Analysis
Working 15-02 Jisun Baek The Impact of Improved Passenger Tran§p_ort System on Manufacturing Plant

Paper Productivity
Working 15-03 Shun Wang The Unintended Long-ter_m Consec_luences of Mao’s Mass_ Send-Down Movement:

Paper Marriage, Social Network, and Happiness
Working . Information and Communication Technology and the Authoritarian Regime:

Paper 15-04 Changyong Choi A Case Study of North Korea
Working 15-05 Wonhyuk Lim AlIB Business Strategy Decisions:

Paper William P. Mako What Can It Do Differently to Make a Difference?

Ju-Ho Lee
Working 15-06 Kiwan Kim Can Bureaucrats Stimulate High-Risk High-Payoff Research?
Paper Song-Chang Hong
JeeHee Yoon
V\g;;?g 15-07 Seulki Choi Geographical Proximity with Elderly Parents of Korean Married Women in 30-40s
Working 15-08 Taejun Lee An Analysis of Retirement Financial Service P_rowd_ers Approach to Using Websites to

Paper Augment Consumer Financial Acumen
V\g’:;?g 15-09 Sung Joon Paik Education and Inclusive Growth — Korean Experience
V\g;;?g 15-10 Sung Joon Paik Policies to Attract High Quality Foreign Students into Korea
Working Changyong Choi =

- i 5} .= Ak u)al A 2] A FEGALe] Ald el

Paper 15-11 June Mi Kang S ODA R vl 4 A 48 AR (KSP) Abell 17
Working WooRam Park - . . .

Paper 15-12 Jisun Back Firm’s Employment Adjustment in Response to Labor Regulation
Working Jisun Baek . . L .

Paper 15-13 WooRam Park Higher Education, Productivity Revelation and Performance Pay Jobs
Wp°arr'f;'r’g 15-14 sung Joon Paik TFFHY YEN T TE - B8 A - A Abe)] 24
Working 15-15 Sunme Lee Exploring Utility, Attitude, Intention to Use, Satisfaction, and Loyalty in B2C/P2P Car-

Paper Yooncheong Cho Sharing Economy
V\g:;:g 15-16 Chrysostomos Tabakis Endogenous Sequencing of Tariff Decisions
V\g:;:g 15-17 Tae Hee Choi Business Ethics - Evidence from Korea
Working 16-01 Hyeok Jeong Korea’s Age-Skill Profile from PIAAC: Features and Puzzles

Paper Ju-Ho Lee

M. Jae Moon
. Ju-Ho Lee . .
Working . Skills and Wages of Public Employees
Paper 16-02 Jin Park Investigating Korean Bureaucracy through PIAAC
P Jieun Chung gating Y 9
Jung Hee Choi
Working 16-03 Taciun Lee The Role of Psychological Processing and Government-Public Relationship in

Paper ) Managing the Public’s Communicative Actions of Problem-Solving
Working Shun Wang S 5

Paper 16-04 Wenia Zhou Do Siblings Make Us Happy?

Junghee Choi
Working 16-05 Booyuel Kim The Impact of Project-Based Learning on Teacher Self-efficacy
Paper Ju-Ho Lee
Yoonsoo Park
Working 16-06 Hun Joo Park Glocalization, Brain Circulation, and Networks: Towards A Fresh Conceptual

Paper In Wan Cho Framework for Open Human Resource Development System in South Korea
Working 16-07 Changyong Choi Economic Reform and Export-Oriented Industrialization: An Applicable Model for

Paper Balazs Szalontai LDCs?
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Hyuncheol Bryant Kim
Working 16-08 Jaehyun Jung Long-term Effects of Male Circumcision on Risky Sexual Behaviors and STD
Paper Booyuel Kim Infections: vidence from Malawian Schools
Cristian Pop-Eleches
Working Collusion in a telecom market in which the entrant raises the price in return for a
16-09 llchong Nam . L . .
Paper discount in interconnection charges by the incumbent
V\|/D<;rrl)<;?g 16-10 Ji Hong Kim New Direction of Industrial Policy in Korea
Workin Ju-Ho Lee
Pa erg 16-11 Ho-Young Oh An Empirical Analysis on the Geography of Korea’s High-Tech Jobs and Start-Ups
P Sang Hoon Jee
V\l/;;r:;?g 16-12 Shun Wang Business Cycles, Political Connectedness, and Firm Performance in China
Working . . A Study on the Korean Family Structure through Daegu Family Registry 1681~1876;
16-13 Seulki Choi . -
Paper Pre-modern Nuclear Family Theory revisited
V\g;;?g 16-14 Siwook Lee International Trade and Within-sector Wage Inequality: the Case of South Korea
Workin Dawoon Jung
Pa erg 16-15 Booyuel Kim The effect of health facility births on newborn mortality in Malawi and Ethiopia
P Hyuncheol Kim
Workin Booyuel Kim
Pa erg 16-16 Hyuncheol Kim Peer Effects in the Demand for Male Circumcision
P Cristian Pop-Eleches
Working 16-17 Jisun Baek How Does the Impact of Tobacco Control Policies Change Over Time?: Evidence from
Paper WooRam Park South Korea
Working 16-18 Gae Hee Song The Role of NGOs in Settling North Korean Migrants into South Korean Society:
Paper Soonhee Kim Perceived Assistance and Realities
Working 16-19 Soonhee Kim Citizen Participation and Transparency in Local Government: Does Online or Offline
Paper Jooho Lee Participation Matters?
Workin Junesoo Lee
Pa erg 16-20 Yvonne D. Harrison Nonprofits Dealing with Adversity through Failure Management
P David F. Andersen
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