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Introduction

Trade barriers, though usually considered welfare-reducing, are globally ubiquitous.
In light of the enormous clash between what is and what ought to be, researchers
have begun addressing the question of why countries so consistently pursue such
apparently counterproductivepolicies.

Early formalizations emphasized the divergence between private and social inter-
ests in the formulation of trade policies.1 Empirical work applied a rational cost-
bene� t approach to political organizing and identi� ed characteristics, such as the
degree of industry concentration, trade dependence, and so on, that were important in
determining success in securing (or opposing) protection.2 More recently, research-
ers, such as Stephen P. Magee, William A. Brock, and Leslie Young; Dani Rodrik;
and Gene M. Grossman and Elhanan Helpman, have begun to formally model the
institutional features of democracies, such as political parties, lobbyists, and elec-
tions, in determining the equilibrium structure of protection.3

At the same time the character of trade policies has been changing. Successive
GATT rounds have constrained the ability of countries to impose border impedi-
ments to trade, such as the tariffs or quotas typically modeled by theorists, and actual
protection has shifted toward more bureaucratically controlled forms of contingent
protection, such as antidumping actions. In addition, in the United States at least, the
emphasis of trade policy appears to have shifted from import protection to export
promotion through the removal of barriers to trade in other countries’markets.

I would like to thank Chi Zhang, Ligang Liu, and Sophie Louvel for research assistance. I would also
like to thank Bill Cline, Kim Elliott, Gary Hufbauer, Masahiro Kawai, Peter Orszag, Jeff Schott, Chris
Udry, John Odell, and three anonymous referees for helpful comments on an earlier draft of this paper,
without implicating them in the � nal outcome.

1. See Krueger 1974; and Bhagwati 1982.
2. See Lavergne 1983; Baldwin 1985; and Destler and Odell 1987.
3. See Magee, Brock, and Young 1989; Rodrik 1994; and Grossman and Helpman 1994.
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Cognizant of these changes, researchers have begun to develop a body of literature
analyzing the determinantsof these new policies.The results of David Tre� er’s analy-
sis for U.S. nontariff barriers to trade largely recon� rmed earlier results that the
success or failure to secure protection was strongly correlated with buyer (and seller)
concentration, barriers to entry, and other industry characteristics.4 Thomas O.
Bayard and Kimberly Ann Elliott and Elliott and J. David Richardson classi� ed U.S.
unilateral actions to open foreign markets pursued under the auspices of Section 301
of U.S. trade law as successes or failures, then regressed a number of variables
against these determinations.5 They found that the dependence of a target country on
U.S. trade and the size of the other country’s bilateral surplus with the United States
were positively correlated with success, as was whether the partner’s practice in
question was a transparent border measure.6

I proceed in three steps to analyze the determinants of U.S. bilateral export and
investment policies (recognizing that these alone do not constitute the totality of U.S.
trade policy). First, given the scarcity of bureaucratic resources and political capital,
what determines the priorities of U.S. bilateral export and investment policymaking?
What issues get the attention of the Office of the U.S. Trade Representative (USTR),
and how does it go about prioritizing its activity with respect to trade partners?
Second, once an issue is on the agenda, what determines whether the USTR proceeds
with formal action? Third, what are the determinants of success in resolving these
issues? To this end, bureaucratic attention, action, and success rates are analyzed
statistically.

The results of this analysis indicate that bilateral trade imbalances get the attention
of policymakers, but actual formal trade actions are more closely correlated with the
existence of impediments to trade. Some evidence indicates that Japan is singled out,
beyond what would be expected on the basis of its economic characteristics. The
preponderanceof evidence suggests that this pattern of behavior appears to be invari-
ant to the U.S. administration in office, and that it is ineffectual, at least at the level of
overall bilateral trade and investment � ows. Successful elimination of other coun-
tries’ trade barriers appears to be related to the degree to which other countries’
practices violate internationally accepted norms and to the extent that partner coun-
tries are economically dependent on the U.S. market.

The Machinery of Trade Policy

The Trade Expansion Act of 1962 established a formal interagency process for the
formulation of discretionary U.S. trade policies. Over time this has evolved into three

4. Tre� er 1993.
5. See Bayard and Elliott 1994; and Elliott and Richardson 1996.
6. This approach, while intuitively appealing, has what appears to be an insoluble sample selection

problem, namely that only cases in which observable actions were undertaken are included in the sample.
There is no way to include the cases that did not result in observable actions; indeed there is no way to
de� ne the relevant universe of possible cases. The approach adopted in this paper avoids the sample
selection problem inherent in the Bayard and Elliott and Elliott and Richardson approach at the cost of loss
of industry speci� city.
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organizational tiers.At the bottom of this hierarchy is the Trade Policy Staff Commit-
tee (TPSC) and its associated subcommittees, made up of senior civil servants. Next
is the Trade Policy Review Group (TPRG) at the deputy USTR/under secretary level.
USTR chairs both of these groups (and the associated subcommittees), and although
the bodies make decisions by consensus, in practice USTR dominates the bureau-
cratic process due to informational asymmetries arising from its primary responsibil-
ity for policy implementation.The few issues that cannot be resolved at the TPSC or
TPRG level are raised to the � nal, cabinet-level decision-making group. In the Bush
administration this was the Economic Policy Group chaired by the president, with
the secretary of the treasury serving as chair pro tempore. In the Clinton administra-
tion, formally the � nal tier of the U.S. trade policy decision-making process is the
National Economic Council (NEC), chaired by the president. In practice, NEC Depu-
ties Committees have been convened to consider issues before being sent to the
cabinet-level body. USTR, while not formally chairing these higher level bodies,
remains the most in� uential single voice due to its bureaucratic stake in trade policy
formation and implementation.

These interagency groups cover the entire panoply of U.S. trade policies: multilat-
eral, regional, and bilateral negotiations; implementation of U.S. trade laws, such as
Section 301 of the 1974 Trade Act regarding unfair foreign trade practices, Section
182 (the so-called special 301) on intellectualproperty rights, Sections 1377–1881 of
the 1988 Trade Act regarding foreign trade practices in the telecommunicationssec-
tor, Title VII on foreign government procurement practices, Section 337 of the Tariff
Act of 1930 on unfair practices by foreign exporters, as well as programs such as the
Multi� bre Arrangement and Generalized System of Preferences. Actions under these
laws typicallyoccur through two channels: an industry petitions the U.S. government
through USTR to take some action to achieve redress, or, in the absence of such a
petition, the U.S. government decides to self-initiate action in the national interest.
The one major trade policy that is outside the interagency process (and beyond the
control of USTR) is the implementation of antidumping and countervailing duty
laws, which is handled by the International Trade Commission and the International
Trade Administration of the Department of Commerce.

Table 1 lists all formal unilateral actions completed by the U.S. government to
achieve enhanced foreign market access between 1984 and 1994, as listed in the
USTR’s annual report.7 (These actions were typically formal ‘‘identi� cations’’ of a
particular partner country practice that, under U.S. trade law, would initiate legal
procedures, which could involve the imposition of sanctions against the offending
country’s imports into the United States. In most cases, the disputes were resolved
prior to the imposition of sanctions.) The list is striking in its relative brevity. Con-
trary to its popular image, the U.S. government pursues few formal unilateral ac-
tions, averaging about four per year.

This gives a misleading impression of bilateral disputes over exports and invest-
ment, however. For every case in which the U.S. government takes formal action,

7. Note that the U.S. government took no formal actions in 1984, hence no listing for that year in
Table 1.
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TABLE 1. Unilateral trade actions, 1984–94

Year Statute Target

1985 a Section 301 Brazil, informatics
1985 Section 301 Japan, tobacco
1985 Section 301 Korea, insurance
1985 Section 301 Japan, semiconductors
1985 Section 301 Korea, intellectual property rights
1985 Section 301 EC, fertilizer
1986 Section 301 EC, agriculture
1986 Section 301 Canada, herring and salmon
1986 Section 301 Taiwan, beer, wine, tobacco
1986 Section 301 Argentina, soybeans
1987 Section 301 India, almonds
1987 Section 301 Japan, semiconductors
1987 Section 301 Brazil, pharmaceutical patents
1987 Section 301 EC, third-country meat directive
1987 Section 301 Brazil, computer software
1988 Section 301 EC, soybeans
1988 Section 301 South Korea, cigarettes
1988 Section 301 South Korea, beef
1988 Section 301 Japan, oranges and orange juice
1988 Section 301 South Korea, wines
1988 Section 301 EC, copper, zinc, and copper alloy
1988 Section 301 Japan, construction
1989 Section 301 EC, canned fruit
1989 Section 301 Thailand, cigarettes
1989 Section 301 Brazil, import licensing
1989 Section 301 Japan, wood products
1989 Section 301 India, investment
1989 Section 301 India, services
1989 Section 301 Norway, toll equipment
1990 Section 301 Canada, beer
1990 Section 301 EC, enlargement
1990 Section 301 Thailand, intellectual property rights
1991 Section 301 EC, meat
1991 Section 301 Thailand, intellectual property rights
1991 Section 301 India, intellectual property rights
1991 Section 301 China, intellectual property rights
1991 Section 301 Canada, softwood lumber
1991 Section 301 China, market access
1991 Title VII Norway, government procurement
1992 Section 301 Taiwan, intellectual property
1992 Section 301 Indonesia, pencil slats
1992 Title VII EC, telecoms
1993 Section 301 Brazil, intellectual property rights
1993 Title VII Japan, construction
1994 Section 1377 Japan, cellular telephones
1994 Section 301 EU, bananas
1994 Section 301 Colombia, bananas
1994 Section 301 Costa Rica, bananas

Sources: USTR, Trade Policy Agenda and Annual Report, various issues.
aThe U.S. government took no formal actions in 1984.
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tens if not hundreds of cases never reach this stage, either because the U.S. govern-
ment is able to reach some resolution with foreign governments that avoids the neces-
sity of formal designation and action, or because policymakersdismiss industry peti-
tions or they dissuade industry from � ling petitions. (The latter might occur if the
policymakers convince industry that redress could be more easily achieved through
alternative channels, such as multilateral negotiation, or the industry’s case is weak
and unlikely to succeed.)8 Yet another possibility is that industry may convincepolicy-
makers to self-initiate in an attempt to distance themselves from the U.S. government
action in the eyes of the foreign government. Like the proverbial tip of the iceberg,
the observable actions in Table 1 only hint at the volume of unobservable activity
beneath the surface.

Distinguishing between attention and action is useful. While the latter can be
observed directly, the former can be usefully proxied through the USTR’s National
Trade Estimate Report on Foreign Trade Barriers. This report mandated by the 1974
Trade Act provides ‘‘an inventory of the most important foreign barriers affecting
U.S. exports of goods and services, foreign direct investment by U.S. persons, and
protection of intellectual property rights. Such an inventory may facilitate negotia-
tions aimed at reducing or eliminating these barriers . . . Information is also included
on actions being taken to eliminate any act, policy, or practice identi� ed in the re-
port.’’9 The report has been published annually (except 1988) since 1984.10 It is
drafted by USTR, and prior to publication it is circulated among TPSC and TPRG
agencies for comment and can thus be regarded as an accurate indication of the
revealed attitudesand interests of the interagency trade policy groups under the lead-
ership of USTR.11 For purposes of analysis, the number of pages in this report de-
voted to individual partner countries will be used as a proxy for the U.S. govern-
ment’s unobservable level of attention to bilateral trade problems.

Hypotheses

The literature on trade policy formation suggests a number of hypotheses regarding
trade con� ict.

8. An example of the former would be when the Bush administration successfully dissuaded the U.S.
Rice Millers Association from � ling a Section 301 complaint against Japanese rice barriers pending the
conclusion of the Uruguay Round of multilateral trade negotiations.USTR officials frequently discourage
industries with weak cases from pressing their cases formally and occasionally decline to accept formal
petitions.

9. USTR 1994, 1.
10. It is unfortunate that the report was only published beginning in 1984, effectively precluding an

examination of the possible trade policy regime change in 1985, as argued by Destler 1995 and Destler and
Odell 1987.

11. It should be noted that this compendium of barriers is not the product of any formal economic
analysis. Rather, it is the product of subjective appraisals by bureaucrats and industry lobbyist submis-
sions.
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1. Trade barriers. The most obvious hypothesis is that the degree of trade con-
� ict is positively related to barriers to trade. Operationally, barriers to trade
will be measured in two ways. The � rst is through the trade-weighted tariff
level (TARIFF).12 A related hypothesis is that con� ict may be linked to the
existence of particularly high tariffs in some sectors or the variability of tariffs
across sectors. To investigate this possibility the standard deviation of tariffs
(STNDTAR) was calculated.13 These measures could be interpreted in two
ways. Most obviously they are measures of actual tariff barriers. However, if
governments act in a consistent manner, they could also be interpreted as
proxies for a variety of other nontariff barriers that governments can impose.
These have become relatively more important as successive GATT rounds
have constrained countries’ use of tariffs.

Nontariff barriers pose a variety of problems for researchers attempting to
estimate their impact.14 One approach is to attempt to measure them inferen-
tially. The usual procedure is to estimate econometrically a model of interna-
tional trade and then to ascribe to trade policy the differences between actual
and predicted trade � ows.15 Conventional ‘‘gravity model’’ regressions were
estimated for U.S. bilateral exports and foreign direct investment (FDI) for
the period 1984 to 1993 and are reported in Table 2. The residuals from these
regressions XRESID and INVRESID are measures of the implicit trade and
investment barriers facing U.S. � rms.16 One would expect a positive partial
correlation between the explicit trade barriers and trade con� ict, holding mar-
ket size constant. The relationship between the implicit barrier measures and
trade con� ict should be a simple positive relationship since the implicit barri-
ers are naturally scaled.

2. Market size. Trade con� ict may be positively associated with market size for
two reasons. First, aggregate market size (measured as gross domestic prod-
uct, GDP) is presumably correlated with market power, and countries with
market power could be expected to bargain strategically, generating con� ict.
Second, the payoff to removing a barrier is greater the larger the market is and
should attract the attention of trade policymakers. Note that the � rst argument
provides a justi� cation for a positive correlation between con� ict and country
size, and the second provides a justi� cation for a positive partial correlation
between con� ict and size, holding trade barriers constant.

3. Market growth. If policymakers are maximizing the present discounted value
of bene� ts, as a corollary to the arguments regarding market size, a positive

12. See the appendix for a description of data sources and estimation techniques.
13. All of the subsequent analysis was also carried out using simple, instead of trade-weighted, tariffs.

The use of this alternative made no qualitative difference (and scarcely any quantitative difference).
14. It would be desirable to have formal measures of nontariff barriers. UNCTAD began compiling

data on industrial country nontariff barriers to support the developing country negotiators in the Uruguay
Round, but these data are available only for a limited number of countries and not useful in this applica-
tion.

15. See Noland 1997 for an example and additional references.
16. These residuals take both positive and negative values. The statistical analysis was also done set-

ting residuals with positive values equal to zero. Truncating the series in this way reduced the correlations
to insigni� cance in all applications.
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correlation will exist between market growth and con� ict (policymakers head-
ing off emerging problems) and a positive partial correlation between growth
and con� ict, holding the level of trade barriers constant. The latter effect
would be particularly pronounced if the barriers took the form of quantitative
restrictions that would become more binding as the economies grew. The
growth of national income over the previous decade (GDPGROWTH) is
taken as a proxy for policymakers’ expectations of future growth.

4. Trade balance. Casual observation of U.S. political discourse suggests that an
inverse relationship exists between bilateral trade balances (TBAL) and trade
con� ict, although in strictly economic terms one can make only a very limited
case for linking national welfare to bilateral balances per se.

TABLE 2. Export and investment regressionsa

Independent variable

Dependent variable

LEXP LINV

Constant 1.58 2 0.29
(3.43)** ( 2 5.27)**

LGDPb 0.26 2 0.01
(8.98)** ( 2 0.13)

LGDPPC 2 0.08 0.08
( 2 2.86)** ( 2 1.73)*

GDPGROWTH 2.09 2 2.43
(4.36)** ( 2 3.22)**

LEXP 1.08
(17.13)**

LINV 0.50
(19.57)**

BORDER 0.56 2 0.63
(3.21)** ( 2 2.75)**

IIT 1.00
(6.38)**

ENGLISH 0.56
(4.90)**

LANDLOCKED 2 1.23 1.03
( 2 9.04)** (4.75)**

LDIST 2 0.16
( 2 3.20)**

R2 0.80 0.70

aValues in parentheses are t statistics.
bDe� nitions: LGDP 5 log gross domestic product; LGDPPC 5 log gross domestic product per capita;

GDPGROWTH 5 gross domestic product growth rate; LEXP 5 log exports; LINV 5 log foreign direct
investment; BORDER 5 dummy variable for common border with United States; IIT 5 Intra-industry
trade index; ENGLISH 5 dummy variable for shared use of English; LANDLOCKED 5 dummy vari-
able for landlocked countries; LDIST 5 log distance.

**p , 0.01.
*p , 0.10.
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5. Exports and investment.Although it might seem logical that if exports and
investment are high there should not be much trade con� ict, some argue that
greater exports or investment might enlarge the potential number of domestic
� rms that might demand further market access. As a consequence, the ex-
pected sign is ambiguous.

6. Intra-industry trade. Analysts at least as far back as Bela Balassa have argued
that intra-industry trade (IIT, measured by the Grubel-Lloyd index adjusted
for trade imbalances) will ameliorate trade con� ict by facilitating adjustment
to increased trade volumes.17 Consequently, for a given level of trade, fewer
trade con� icts should occur the greater the share of intra-industry trade. This
implies a negative partial correlation between IIT and trade con� ict, holding
the volume of trade constant.

7. Regional effects. Some have argued that U.S. trade policy may be subject to
regional effects in which the United States develops unusually serene or acri-
monious relations with particular parts of the world. The argument is some-
times made that the United States singles out Japan for special scrutiny. This
will be discussed in the following section through the use of dummy variables.

These hypothesesare not exhaustive. For example, some analysts have argued that
the Section 301 cases undertaken against Brazil and India in 1989 were motivated by
a desire, on the one hand, to shield Japan from being singled out in the Super 301
process and, on the other hand, to signal displeasure with the two countries’negotiat-
ing stance in the Uruguay Round. Nevertheless, these seven hypotheses are a useful
starting place for the quantitative analysis.

Statistical Analyses

Correlation coefficients between the number of pages devoted to a country in the
National Trade Estimate Report on Foreign Trade Barriers (ATTENTION) and a
binary variable based on Table 1 (ACTION) and the variables discussed earlier for
1984 to 1993 are reported in Table 3.18

Four variables—GDP, exports, FDI, and the trade balance—are all strongly corre-
lated with both ATTENTION and ACTION. All could be considered scale variables:
the larger the partner country or the larger the U.S. exports or investment to that
country, the more attention or action is directed at that partner country. The trade
balance variable correlation implies that the larger the U.S. de� cit is with a country,
the greater the attention and action.

The results for the trade barrier variables are less compelling.A weak correlation
exists between other countries’ tariff levels and attention. Partner tariffs are uncorre-
lated with actions. These results are not particularly surprising since these are simple
correlations, not partial correlations that hold partner country size constant.The stan-
dard deviation of tariffs does not appear to correlate with either attention or action.

17. Balassa 1967.
18. The binary variable ACTION takes the value 1 if a formal action was taken against a particular

country in a particular year and 0 otherwise.
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With regard to the implicit barriers derived from the gravity model (which are
naturally scaled by country size) the export equation residual correlates with atten-
tion, but it has the ‘‘wrong’’ sign—higher than expected exports are positively asso-
ciated with attention. Otherwise, the residuals from the export and investment equa-
tions do not appear to correlate with either attention or action.

To disentangle possible cross-correlations, ATTENTION was regressed against
the explanatory variables in combination. Six speci� cations are reported. In the � rst
regression (4.1), ATTENTION was regressed against the explicit trade barrier vari-
ables (TARIFF and STNDTAR), market size (GDP) and growth (GDPGROWTH),
the trade balance (TBAL), intra-industry trade (IIT), and the levels of exports
(EXPORT) and U.S. direct investment in other countries (FDI). In the second regres-
sion (4.2) the explicit trade barrier variables were replaced with the implicit trade
barrier indicators (XRESID and INVRESID). In the third (4.3) and fourth (4.4) re-
gressions dummy variables for Europe, Asia, Central America and the Caribbean,
and South America were added to speci� cations (4.1) and (4.2). In the � nal two
speci� cations (4.5 and 4.6) a dummy variable for Japan is added.19

19. In theory, the coefficients GDP, GDPGROWTH, EXPORTS, and FDI in the regression with the
implicit trade barrier variables represent only the direct partial, though not total, impact of these variables
on ATTENTION, since the trade and investment residual variables XRESID and INVRESID implicitly
contain elements of partner GDP, GDPGROWTH, EXPORTS, and FDI. Algebraically one can derive the
total impact of these variables by back-substituting the Table 2 speci� cation. In practice, since the coeffi-
cients on XRESID and INVRESID are statistically not different from zero, these indirect effects can safely
be ignored.

TABLE 3. Attention and action correlation coeffõcients, 1984–93

ATTENTION ACTION

TARIFFa 0.10* 2 0.01
STNDTAR 2 0.09 2 0.07
XRESID 0.10* 2 0.01
INVRESID 2 0.00 0.04
GDP 0.63*** 0.49***
GDPGROWTH 2 0.03 2 0.01
TBAL 2 0.67*** 2 0.33***
EXPORT 0.57*** 0.40***
FDI 0.43*** 0.39***
IIT 0.12** 0.10*

aDe� nitions: TARIFF 5 average percentage tariff; STNDTAR 5 standard deviation of tariffs;
XRESID 5 residuals from Table 2 export regression (in $millions); INVRESID 5 residuals from Table
2 investment regression (in $million); GDP 5 gross domestic product (in $millions); GDPGROWTH 5
growth rate of GDP; TBAL 5 trade balances (in $millions); EXPORT 5 U.S. exports (in $millions);
FDI 5 foreign direct investment (in $millions); IIT 5 index of intra-industry trade.

***p , 0.01.
**p , 0.05.
*p , 0.10.
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The results reported in Table 4 are striking: ceteris paribus, for every $1 billion of
U.S. trade de� cit, the USTR devotes roughly a third of a page in its annual compen-
dium to trade problems in that country. This coefficient estimate is highly robust and
is obtained for all six speci� cations reported in Table 4. Beyond the trade balance

TABLE 4. Pooled time-series cross-section regressions on attention, 1984–93

Independent
variable

Dependent variable: ATTENTION

(4.1) (4.2) (4.3) (4.4) (4.5) (4.6)

GDPa 0.01 0.01 0.01 0.01 0.01 0.01
(3.65)*** (3.69)*** (3.63)*** (3.68)*** (3.61)*** (3.66)***

GDPGROWTH 4.56 4.63 4.58 4.67 4.58 4.67
(2.04)** (1.85)* (2.04)** (1.86)* (2.04)** (1.85)*

TBAL 2 0.30 2 0.29 2 0.30 2 0.29 0.30 2 0.29
( 2 4.60)*** ( 2 4.24)*** ( 2 4.55)*** ( 2 4.20)*** ( 2 4.53)*** ( 2 4.18)***

IIT 2.09 1.95 1.99 1.85 1.99 1.84
(1.58) (1.40) (1.30) (1.18) (1.29) (1.18)

EXPORT 2 0.08 2 0.08 2 0.08 2 0.08 2 0.08 2 0.08
( 2 1.56) ( 2 1.58) ( 2 1.56) ( 2 1.56) ( 2 1.55) (1.56)

FDI 0.07 0.06 0.07 0.06 0.07 0.06
(2.29)** (2.10)** (2.28)** (2.14)** (2.27)** (2.13)**

TARIFF 1.20 1.04 1.04
(0.25) (0.21) (0.21)

TARIFF STND 2 3.55 2 6.45 2 6.34
( 2 0.09) ( 2 0.01) ( 2 0.02)

XRESIDS 2 2.05 2 2.07 2 2.07
( 2 1.28) ( 2 1.28) ( 2 1.28)

INVRESIDS 2 1.19 2 1.20 2 1.20
( 2 1.20) ( 2 1.20) ( 2 1.19)

Europe 2 0.10 2 0.08 0.07 2 0.08
( 2 0.20) ( 2 0.17) (0.20) ( 2 0.16)

Asia 2 0.11 2 0.07 2 0.40 2 0.07
( 2 0.21) ( 2 0.15) ( 2 1.08) ( 2 0.15)

Caribbean 0.39 0.22 2 0.74 0.22
(0.54) (0.30) ( 2 0.00) (0.30)

South America 2 0.05 0.02 2 0.25 0.02
( 2 0.08) 0.05 ( 2 0.58) (0.05)

Japan 1.58 2 0.02
(3.62)*** ( 2 0.02)

R2 .21 .22 .21 .22 .21 .22

aDe� nitions: GDP 5 gross domestic product (in $millions); GDPGROWTH 5 growth rate of GDP;
TBAL 5 trade balances (in $millions); IIT 5 index of intra-industry trade; EXPORT 5 U.S. exports (in
$millions); FDI 5 foreign direct investment (in $millions); TARIFF 5 average percentage tariff; TAR-
IFF STND 5 standard deviation of tariffs; XRESIDS 5 residuals from Table 2 export regression (in
$millions); INVRESIDS 5 residuals from Table 2 investment regression (in $millions); Europe, Asia,
Caribbean, South America, Japan 5 dummy variables.

*** p , 0.01.
** p , 0.05.
* p , 0.10.
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result, the results in Table 4 indicate that ATTENTION is strongly positively corre-
lated with partner GDP and GDP growth.

ATTENTION appears to be completely uncorrelated with either implicit or ex-
plicit trade barriers, nor do any signi� cant regional effects emerge from these results.
The results also indicate that ATTENTION is positively correlated with FDI, though
not correlated with exports. ATTENTION also appears uncorrelated with intra-
industry trade, although for a shorter, more recent time period (1989–93) IIT was
strongly negatively correlated with ATTENTION.20 Moreover, the coefficient of de-
termination fell from around 0.6 in the regressions over the more recent subsample
reported in Noland to approximately 0.2 for those in Table 4, suggesting that the
determinants of ATTENTION may have become more systematic in the latter part of
the sample.21 These observations suggest that the determinants of ATTENTION may
have changed (and become more systematic) over time, a topic that will be taken up
in a subsequent section.

A similar set of regressions on the ACTION variable is reported in Table 5. The
striking results here are that ACTION is strongly correlated with tariffs and the stan-
dard deviation of tariffs. The Japan dummy is also positive and signi� cant in both
speci� cations, indicating that more actions are taken against Japan than its economic
characteristics would appear to warrant. Intra-industry trade (IIT) is also positively
and robustly correlated with ACTION. This is a bit surprising since one might expect
that cross-penetration would be associated with low adjustment costs and little trade
friction. It could also be a proxy for rivalry, however. The other variables, including
the trade balance, are uniformly insigni� cant.22

To summarize, the simple correlation analysis suggests that USTR targets large
countries with bilateral trade surpluses for their attention and action. However, the
multiple regression analysis, which identi� es the impact of variables, holding others
constant, suggests a somewhat different picture: attention is driven by country size,
growth, and the existence of bilateral trade imbalances, but formal actions are more
closely tied to the existence of observable impediments to trade.

Does Badgering Your Trade Partner Make a Difference?

The analysis thus far has focused on the determinants of bilateral disputes over trade
and investment policies. The question naturally arises as to whether the attention and
action actually make any difference in observed outcomes. The XRESID and
INVRESID variables provide a convenient way of testing whether bilateral trade
con� ict has any effect on target country behavior or observed trade � ows. To test this
proposition, lagged values of ATTENTION and ACTION were regressed against
XRESID and INVRESID and the year-to-year change in XRESID and INVRESID.

20. Noland 1996.
21. Ibid.
22. Again, this contrasts with Noland 1996 where the trade balance is a signi� cant explanator of

ACTION. The possibility of regime shift is discussed in a subsequent section.
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In other words, do ATTENTION and ACTION in� uence either the level of implicit
trade barriers in partner countries or subsequent change in the level of these barriers?

The results are reported in Table 6. The evidence is mixed. ATTENTION and
ACTION are never signi� cant within a year, nor doATTENTION and ACTION have
a signi� cant effect on the year-to-year change in the implicit barriers. However,
when the cumulative effects of ATTENTION and ACTION over a four-year period
are taken together, both ATTENTION and ACTION have a statistically signi� cant

TABLE 5. Pooled time-series cross-section regressions on actions, 1984–93

Independent
variable

Dependent variable: ACTION

(5.1) (5.2) (5.3) (5.4) (5.5) (5.6)

GDPa 2 0.00 2 0.00 2 0.00 2 0.00 2 0.00 2 0.00
( 2 0.29) ( 2 0.28) ( 2 0.32) ( 2 0.40) ( 2 0.30) ( 2 0.38)

GDPGROWTH 1.83 1.77 2.04 1.85 2.40 ( 2 0.38)
(0.83) (0.76) 0.91 (0.77) (1.10) 2.35

TBAL 2 0.02 2 0.02 2 0.02 2 0.02 2 0.02 2 0.93
( 2 0.61) ( 2 0.56) ( 2 0.61) ( 2 0.52) (0.49) 2 0.02

IIT 2.32 2.24 2.04 2.82 2.08 2.80
(2.83)** (2.65)** (1.98)* (2.74)** (2.08)* (2.83)

EXPORT 0.02 0.02 0.02 0.02 0.02 0.02
(0.63) (0.61) (0.55) (0.60) (0.50) (0.54)

FDI 2 1.54 2 0.00 2 0.00 2 0.00 2 0.00 2 0.00
( 2 0.09) ( 2 0.07) ( 2 0.04) ( 2 0.02) ( 2 0.06) ( 2 0.03)

TARIFF 1.89 2.11 2.05
(4.01)** (3.85)** (3.71)**

TARIFF STND 4.57 5.13 5.62
(2.83)** (2.91)** (3.11)**

XRESIDS 0.33 0.39 0.38
(0.30) (0.32) (0.31)

INVRESIDS 0.06 0.08 0.04
(0.09) (0.10) (0.05)

Europe 0.07 0.37 0.07 0.38
(0.18) (1.06) (0.20) (1.09)

Asia 2 0.19 0.31 2 0.40 0.11
( 2 0.52) (0.95) ( 2 1.08) (0.34)

Caribbean 2 0.70 2 0.68 2 0.74 2 0.70
( 2 0.00) (0.00) ( 2 0.00) ( 2 0.00)

South America 2 0.29 0.13 2 0.25 0.14
( 2 0.65) (0.37) ( 2 0.58) (0.39)

Japan 1.58 1.60
(3.62)** (3.69)**

Log likelihood 2 107.86 2 117.02 2 104.69 2 114.05 2 97.93 2 107.05
Cases correct (percentage) 0.89 0.88 0.89 0.88 0.90 0.89

aFor de� nitions of independent variables, see Table 4.
** p , 0.01.
* p , 0.05.
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impact. Unfortunately, the pattern of this impact appears inconsistent:ATTENTION
and ACTION over the previous four years increase FDI higher than would otherwise
have been expected but reduce exports lower than what would have been predicted.

These results are not particularly satisfying, and it could be argued that attention or
actions typically focus on a particular industry or practice and may not have an
appreciable impact on the overall level of exports or investments.23 To address this
concern the descriptions of partner country trade practices in the National Trade
Estimates were broken down into nine issue areas: import policies (including tariffs
and quotas); standards, testing, and certi� cation requirements; government procure-
ment; export subsidies; intellectual property rights; countertrade; services; invest-
ment; and other trade policies.Apanel data set was then constructed indicatingwhether
each of these was raised as an issue with a particular country in a particular year.
Altogether this yielded a sample of 1,508 observations.

Successful resolution of an issue was de� ned as its removal from the agenda the
following year. Table 7 reports signi� cance tests by country and by policy of the
likelihood of success against the null hypothesis of failure (that is, the larger the

23. It might also be argued that the gravity model that underlies the proxies for implicit trade and
investment barriers is too crude to measure these accurately.

TABLE 6. Regressions on implicit trade barriers

Dependent variablea Independent variableb R2 F-test

XRESIDt ATTENTIONt2 1 0.001 0.56
ATTENTIONt2 1 to t 2 4 0.075 7.04*
ACTIONt 2 1 0.001 0.65
ACTIONt 2 1 to t 2 4 0.018 3.78*

INVRESIDt ATTENTIONt2 1 0.001 0.51
ATTENTIONt2 1 to t 2 4 0.115 11.29*
ACTIONt 2 1 0.002 0.44
ACTIONt 2 1 to t 2 4 0.024 4.95*

XRESIDt 2 XRESIDt2 1 ATTENTIONt2 1 0.000 0.00
ATTENTIONt2 1 to t 2 4 0.010 0.50
ACTIONt 2 1 0.000 0.55
ACTIONt 2 1 to t 2 4 0.000 0.00

INVRESIDt 2 INVRESIDt2 1 ATTENTIONt2 1 0.000 0.00
ATTENTIONt2 1 to t 2 4 0.003 0.26
ACTIONt 2 1 0.000 0.00
ACTIONt 2 1 to t 2 4 0.000 0.00

aFor de� nitions of dependent variables, see Table 5
bDe� nitions: ATTENTIONt 2 1 5 pages in National Trade Estimates in period t2 1; ATTEN-

TIONt2 1 to t 2 4 5 periods t 2 1 through t2 4; ACTIONt2 1 5 trade actions in period t2 1;
ACTIONt 2 1 to t2 4 5 trade actions in periods t2 1 through t2 4.

*p , 0.01.
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TABLE 7. Resolution of disputes by issue and by country (all cases)a

Country

Issue

IPb STAND GP XSUBS IPR COUNT SERV INV OTHER Total

Argentina 0.00 N/Ac 0.50 N/A 0.00 N/A 0.00 N/A 0.71 0.26
Australia 0.00 0.00 0.00 0.00 0.35 N/A 0.00 0.00 0.00 0.16
Austria 0.00 0.00 N/A N/A 0.00 N/A N/A N/A N/A 0.31
Brazil 0.00 N/A 0.00 0.37 0.00 0.58 0.00 0.30 0.00 0.27
Canada 0.00 0.25 0.00 0.00 0.31 N/A 0.00 0.00 0.30 0.16
Chile 0.00 0.00 N/A 0.00 0.00 N/A N/A 0.00 0.00 N/A
China 0.00 0.00 N/A 0.00 0.00 N/A 0.00 0.00 0.00 N/A
Colombia 0.00 0.47 N/A 0.00 0.00 0.58 0.30 0.00 0.37 0.23
Costa Rica 0.00 N/A N/A N/A N/A N/A N/A N/A 0.00 N/A
Dominican Rep. 0.00 N/A N/A N/A N/A N/A N/A N/A N/A N/A
Ecuador 0.00 N/A N/A N/A N/A N/A N/A N/A N/A N/A
Egypt 0.00 N/A N/A N/A 0.00 N/A 0.00 0.00 N/A N/A
EU 0.00 0.31 0.31 0.30 0.00 N/A 0.00 0.00 0.24 0.19
Finland 0.33 0.71 N/A N/A 0.41 N/A 0.00 0.00 0.28 0.33
Guatemala 0.00 0.00 N/A N/A 0.00 N/A 0.00 0.00 N/A N/A
Hong Kong N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
India 0.00 0.00 0.00 0.35 0.00 0.58 0.00 0.00 0.00 0.15
Indonesia 0.00 0.00 0.37 0.50 0.30 N/A 0.00 0.00 0.00 0.20
Israel 0.00 0.00 0.00 0.45 0.71 N/A N/A N/A N/A 0.28
Japan 0.00 0.00 0.00 0.43 0.00 N/A 0.00 0.00 0.00 0.15
Korea 0.00 0.00 0.00 0.30 0.00 N/A 0.00 0.00 0.28 0.11
Malaysia 0.00 N/A N/A N/A 0.30 N/A 0.30 0.00 N/A 0.30
Mexico 0.00 0.00 0.30 N/A N/A N/A 0.00 0.30 N/A 0.22
New Zealand 0.00 N/A N/A 0.45 0.33 N/A N/A 0.00 N/A 0.28
Norway 0.31 N/A 0.00 N/A N/A N/A 0.37 N/A 0.00 0.60
Philippines 0.00 0.00 0.00 0.35 0.00 N/A 0.00 0.30 0.43 0.18
Poland 0.00 N/A N/A N/A 0.00 N/A 0.00 N/A N/A N/A
Russia 0.00 0.00 N/A N/A 0.00 N/A N/A 0.00 0.00 N/A
Singapore 0.00 N/A N/A N/A 0.35 N/A 0.00 N/A N/A 0.23
South Africa 0.00 N/A 0.47 0.00 0.00 N/A N/A 0.58 0.71 0.34
Sweden 0.32 N/A 0.00 N/A N/A N/A N/A 0.00 0.50 0.37
Switzerland 0.30 N/A N/A N/A N/A N/A N/A N/A 0.73 0.66
Taiwan 0.00 0.00 0.00 0.71 0.30 N/A 0.00 0.31 0.32 0.24
Thailand 0.00 0.33 0.47 0.26 0.00 N/A 0.30 N/A N/A 0.25
Turkey 0.00 0.71 0.00 0.00 0.00 N/A N/A N/A 1.16* 0.31
Venezuela 0.00 0.40 0.00 0.00 0.31 N/A 0.33 0.30 0.71 0.30
Total 0.08 0.29 0.23 0.29 0.18 0.85* 0.22 0.20 0.30 0.22

aSuccess is de� ned as resolution of the issue in the following year.
bDe� nitions: IP 5 import policies; STAND 5 standards; GP 5 government procurement; XSUBS 5

export subsidies; IPR 5 intellectual property; COUNT 5 countertrade; SERV 5 barriers in the services
sector; INV 5 barriers to investment; OTHER 5 other barriers.

cN/A 5 not applicable.
*p , 0.25.
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� gure in Table 7, the more successful USTR was in resolving issues).24 As can be
seen in Table 7, in no case could the null hypothesis of failure be rejected in favor of
success at the conventional 10 percent level of statistical signi� cance. When the test
was relaxed to the weaker 25 percent level of signi� cance—in two cases: the ‘‘other
policies’’ issues area with respect to Turkey and countertrade for all countries—the
null hypothesis could be rejected.

This formulation could be too stringent. Success is de� ned as resolution of an
issue within the following year. As seen in Table 6, it might be possible that the effect
of attention or action in regard to a foreign practice might have an eventual impact
that would not be apparent within a year. In response the test was reformulated, with
success de� ned as the resolution of an issue at any point of time after its appearance
on the agenda.A variant of this approach would be to de� ne the sample as the set of
issues identi� ed in the � rst report (1984) and de� ne success as the resolution of these
issues at any point in the succeeding years. These results are reported by country in
Table 8.

Under these reformulations, the null hypothesis of failure can be rejected for Swit-
zerland in both samples and for Finland in the 1984 subsample, at the 10 percent
level for the EU and Venezuela in the 1984 subsample, and for a number of countries
when the signi� cance level is relaxed to 25 percent.25 Indeed, under this more gener-
ous formulation, the null hypothesis can be rejected for the sample as a whole at the
25 percent level. Interestingly, in the case of Japan, which the results of Table 5
suggest may have been singled out for bilateral trade action, the null hypothesis of
failure cannot be rejected for either sample.

The tests can also be calculated by issue area as shown in Table 9. The null hypoth-
esis of failure can be rejected in both samples for countertrade; at the 10 percent level
for export subsidies under both formulations; and at the 10 percent level for stan-
dards, testing, certi� cation requirements, and other barriers when the sample is lim-
ited to issues raised in 1984.26

Given that USTR has had some success measured against these more relaxed
standards, the obvious question is what determines the variability of the probability
of success across issues and countries. In the case of the different issue areas, it
appears that the existenceof internationalnorms embodied in the GATT/World Trade
Organization (WTO) system is associated with success. Issues such as export subsi-
dies and countertrade where the international rules have been fairly clear appear to
lend themselves to successful resolution, whereas international obligations toward
issues such as government procurement and intellectual property were, until the Uru-
guay Round, less well-de� ned and less amenable to successful resolution.

Regarding partner countries, the literature suggests a variety of possible determi-
nants of outcomes. From a bargaining perspective, John McMillan and Elliott and

24. In the cases where USTR had no successes, the t statistic is reported as 0.0, though strictly speaking
it is unde� ned. Cases in which particular policies were not at issue are labeled ‘‘not applicable.’’

25. In the cases of Switzerland and the 1984 Finland subsample there were only successes, so the
conditional variance is unde� ned. In this case the value of t statistic has been listed as in� nite.

26. As in the case of Switzerland in Table 8, all counter-trade cases were successfully resolved.
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TABLE 8. Resolution of disputes by countrya

Country
Case A:
All cases

Case B:
1985 subsample

Argentina 0.73 0.82*
Australia 0.47 0.67
Austria 0.43 0.00
Brazil 0.93* 1.11*
Canada 0.72 0.80*
Chile 0.00 0.00
China 0.00 N/A
Colombia 0.95* 0.82*
Costa Rica 0.00 N/A
Dominican Rep. 0.00 N/A
Ecuador 0.00 N/A
Egypt 0.00 N/A
EU 0.83* 2.00**
Finland 1.30* INF.b

Guatemala 0.00 N/A
Hong Kong N/A N/A
India 0.50 0.38
Indonesia 0.72 0.00
Israel 0.73 N/A
Japan 0.35 0.00
Korea 0.54 0.63
Malaysia 1.09* 1.00*
Mexico 0.71 0.82*
New Zealand 1.10* 0.87*
Norway 1.41* 0.87*
Philippines 0.72* 0.73
Poland 0.00 N/A
Russia 0.00 N/A
Singapore 0.58 N/A
South Africa 0.91* 0.00
Sweden 0.87* 0.00
Switzerland INF. INF.
Taiwan 0.93* 1.22*
Thailand 1.29* 1.00*
Turkey 0.39 N/A
Venezuela 1.21* 1.58**
Total 0.70* 0.89*

aSuccess is de� ned as resolution of the issue by terminal year.
bINF. 5 in� nity.
** p , 0.10.
* p , 0.25.
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Richardson have argued that success is likely to be correlated with the costs and
bene� ts of compliance from the partner countries’ standpoint.27 The argument is that
if the partner does not comply, the United States may retaliate by restricting access to
the U.S. market. Partner export dependence on the U.S. market (de� ned as the share
of exports to the United States in partner country income) could be interpreted as a
proxy for the implicit threat behind U.S. demands. Elliott and Richardson argue that
the bilateral balance could be interpreted as reciprocity: the United States is more
likely to get compliance in countries in which it runs a bilateral de� cit, and the
likelihood of carrying out the threat is greater. Bayard and Elliot suggest that some
countries that have been ‘‘bullied’’—singled out for more than their share of Section
301 cases—may be less compliant.28

To test these propositions, the success rates underlying Table 8 were regressed
against a set of variables plausibly relating to the costs and bene� ts of compliance.
(Again, this approach is not exhaustive: there are obviously other noneconomic con-
siderations that may strongly in� uence outcomes.) The explanatory variables in-
cluded LEXPRAT, the logarithm of the share of partner country exports to the United
States in partner country income, a measure of partner country dependence on the
U.S. market; LIMPRAT, the logarithm of the share of imports from the United States
in partner country GDP, arguably a measure of U.S. dependence on the foreign mar-
ket or of reciprocity of access; and LINVRAT, the logarithm of the share of U.S. FDI
in partner country income. Also included were GDP and GDP per capita in logs.
Presumably the United States would have less success with larger targets and possi-
bly less with richer ones. Also included were the trade balance, Elliott and Richard-

27. See John McMillan 1990; and Elliott and Richardson 1996.
28. Bayard and Elliott 1994.

TABLE 9. Resolution of disputes by issuea

Policy Case A: All cases Case B: 1985 subsample

Import policy 0.36 0.47
Standards 0.88* 1.50**
Government procurement 0.52 0.58
Export subsidies 1.17** 2.04**
Intellectual property 0.58 0.72
Countertrade INF.b INF.
Services barriers 0.71* 0.61
Investment barriers 0.61 0.96*
Other barriers 1.08* 1.56**
Total 0.70* 0.89*

aSuccess is de� ned as resolution of the issue by terminal year.
bINF. 5 in� nity.
** p , 0.10.
* p , 0.25.
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son’s measure of reciprocity, and the usual variables relating to the existence of trade
barriers.29 The results are reported in Table 10.30

These results conform to expectations in certain respects and are surprising in
others. Partner country dependence on the U.S. market (LEXPRAT) is the single
most robust explanator in variations in success rates across countries. The share of
imports from the United States in partner country income (LIMPRAT) is highly
signi� cant in regressions (10.1) and (10.2) (the regressions that use success rates for
the entire sample as the dependent variable) though less so in regression (10.4) and
not at all in (10.3), the regressions on the 1984 subsample success rates. Oddly, the
trade balance (TBAL) is positively associated with success: the larger the U.S. bilat-
eral trade balance, the more likely the United States was to be successful in removing
a barrier. This is the opposite of what one would expect if the trade balance were
measuring reciprocity (or the lack thereof) and raises questionsabout possible simul-
taneity biases in these regressions.

Country size as measured by GDP was not signi� cantly correlated with success in
any of the speci� cations, though per capita income was positively correlated with
success in all four, that is, the richer the country, the greater the likelihood of success
in removing a trade barrier. One possible explanation for this is that richer developed
countries had more signi� cant obligations under GATT during the sample period,
and GDP per capita may be acting as a proxy for the commitment to liberal trading
practices and the existence of GATT remedies for disputes.

Implicit trade barriers were never correlated with success in removing barriers,
and explicit barriers were marginally negatively correlated in two cases.

Do Elections Matter?

One strand of the theoretical literature on endogenouspolicy formation (e.g., Magee,
Brock, and Young) models trade policy formation in a democracy as a process in
which competing parties announce their positions, industry lobbies make donations
on the basis of their internal calculation of gain, and the parties use the donations to
sway imperfectly informed voters. In another strand of the literature (e.g., Grossman
and Helpman) the role of direct competition and elections is discounted, and instead
the incumbent political party selects from a menu of detailed policy choices to maxi-
mize political support among lobbies. Grossman and Helpman are able to derive an
equilibrium structure of protection as a function of the state of industry organization,
trade dependency, and the elasticity of import demand or export supply. These mod-

29. The regressions were also estimated with regional dummy variables (includinga dummy for Japan,
which, according to Table 5, has been ‘‘singled out’’ for trade actions) included among the regressors, but
these variables were never signi� cant, and, for the sake of brevity, these regressions are not reported.

30. These are ordinary least squares regressions. In theory the estimated parameters may be biased due
to the truncation of the dependent variable at zero and one. Maximum likelihood regressions were esti-
mated in an attempt to address this issue but yielded parameter estimates that were not robust to changes in
estimation algorithms.
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TABLE 10. Determinants of success

Independent
variable

Dependent variable

Case A success rate Case B success rate

(10.1) (10.2) (10.3) (10.4)

Constant 2 0.27 2 0.19 2 0.44 2 0.65
( 2 0.82) ( 2 0.80) ( 2 0.81) ( 2 1.60)

LEXPRATa 0.26 0.29 0.45 0.47
(3.18)*** (3.97)*** (2.52)** (3.14)***

LIMPRAT 2 0.37 2 0.38 2 0.40 2 0.37
( 2 3.06)*** ( 2 4.45)*** ( 2 1.60) ( 2 2.25)**

LFDIRAT 0.11 0.10 0.12 0.04
(1.65) (3.04)*** (0.83) (0.65)

LGDP 0.03 0.02 0.08 0.06
(1.14) (0.82) (1.50) (1.31)

LGDPCAP 0.06 0.06 0.13 0.16
(1.81)* (2.36)** (2.11)** (3.35)***

TBAL 0.01 0.01 0.02 0.01
(1.94)*** (2.57)** (1.64) (1.93)*

XRESID 0.05 2 0.24
(0.28) ( 2 0.82)

INVRESID 0.00 2 0.20
(0.01) ( 2 0.87)

TARIFF 0.00 2 0.01
(0.04) ( 2 1.99)*

2 0.00 0.01
TARIFF STND ( 2 1.88)* (1.09)

R2 .62 .68 .54 .63

aDe� nitions: LEXPRAT 5 log of exports to the United States as share of partner country income;
LIMPRAT 5 log of imports from the United States as share of partner country income; LFDIRAT 5 log
of U.S. FDI in partner country income; LGDP 5 log of GDP; LGDPcap 5 log of GDP per capita; for all
other de� nitions, see Table 4.

*** p , 0.01.
** p , 0.05.
* p , 0.10.
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els imply signi� cantly different things about trade policy. The Magee-Brock-Young
view of the world implies that trade policy may change dramatically with changes in
government.The Grossman-Helpman model suggests that political capture gives rise
to an unchanging(or at least slowly changing) equilibrium trade policy. Moreover, as
noted earlier, some evidence suggests that the determinants of trade con� ict may
have changed over time. The obvious question is whether changes in administration
mark regime changes or whether the estimated coefficients are stable across presiden-
cies.31

Table 11 summarizes statistical tests of coefficient stability for the regressions
reported in Tables 4 and 5. (The relatively small sample size and the way success is
de� ned preclude similar regime-change tests for the Table 10 results.) Again, the
results are mixed. In the case of the Table 5 regressions on ACTION, the Bush
administration appears to be indistinguishable from both the Reagan administration
that preceded it and the Clinton administration that followed. However, with respect
to the ATTENTION regressions reported in Table 4, the hypothesis of coefficient
stability between the Bush and Reagan years is decisively rejected. In the test of
Bush against Clinton, the hypothesis of no regime change could not be rejected.
Obviously, multiple interpretations can be made of these results. One is that, al-
though the pattern of formal trade actions has remained stable for more than a
decade, the more informal process proxied by ATTENTION changed signi� cantly in
the late 1980s. Another possibility is that it has changed again under the Clinton
administration,but the relative lack of observations for the Clinton subsample means
the power of the second set of tests may be low. When the requisite data are available,
it would obviouslybe desirable to extend the panel for subsequent years of the Clinton
administration as a check on the robustness of these results.

Conclusions

Trade policy affects everyone in a society. In the United States, it is the outcome of
complex, private multiparty negotiations,much of which occurs beyond public scru-
tiny. The result is that it is difficult to divine the priorities and motivations of policy-
makers in this important arena. In this paper I have gone beyond the previously used
measures of observable outcomes to model the determinants of U.S. bilateral export
and investment policy attention, action, and success.

The evidence suggests that bilateral trade imbalances get the attention of policy-
makers, but formal actions are more closely correlated with the existence of formal
barriers to trade. Some evidence suggests that Japan is the target of a greater than
expected number of trade actions. (At the same time the null hypothesis that with
respect to Japan these actions were inefficacious could not be rejected.) The question

31. Regressions were also estimated with a dummy variable for election years to test whether trade
con� ict was linked to elections. The estimated coefficients results were either insigni� cant or negative
(less attention in election years).
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of why bilateral imbalanceswould be so strongly correlated with attention is unclear.
Certainly such surpluses can act as a political lightning rod, and the trade policymak-
ers may go after surplus countries under political pressure. Yet in the absence of a
compelling case for why such balances are economically meaningful, this response
should be viewed as a failure on the part of economic policymakers. So, too, is the
emphasis on trade barriers as a cause of bilateral imbalances: if policymakerswant to
reduce trade imbalances, macroeconomic policy would appear more efficacious. In-
deed, the emphasis on trade barriers as the cause of bilateral imbalances and the
subsequent failure to achieve the mistakenly expected results could drive policymak-
ers to adopt increasingly undesirable policies.

I have also analyzed the determinants of success in eliminating partner country
barriers. With respect to different kinds of barriers, some evidence indicates that
success is positively associated with the extent of international norms against the
disputed practice. With respect to countries, success is positively related to the de-
gree of partner country dependence on the U.S. market as well as a variety of other
factors.

However, these bilateral trade policies do not appear to have a signi� cant, distinct
impact on the level of exports or investment or on the growth of export and invest-
ments. This is not to say that U.S. bilateralism is totally ineffective; perhaps U.S.
pressure changes behavior in particular sectors, but these effects are simply too small
or too random for the econometric model to capture. The model also implicitly takes

TABLE 11. Tests of coeffõcient stability

F-test

Reagan vs. Bush
Regression 4.1 9.74*

4.2 9.33*
4.5 6.86*
4.6 12.02*

Regression 5.1 5.92
5.2 5.93
5.5 4.40
5.6 4.15

Bush vs. Clinton
Regression 4.1 1.30

4.2 0.26
4.5 1.49
4.6 0.58

Regression 5.1 4.51
5.2 4.01
5.5 3.48
5.6 2.89

* p , 0.01.
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target country behavior as given; perhaps in the absence of such behavior by the U.S.
partner country, behavior would be vastly different, leading to signi� cantly different
outcomes. A more sophisticated model that would treat partner country behavior as
endogenous would obviously be a signi� cant step forward.

A � nal issue is whether elections matter to trade policy. Although it might appear
obvious that they do, some have argued that incumbents and lobbyists will behave
the same way regardless of which party is in power, yielding a unique equilibrium set
of policies.This propositionwas tested formally by examining U.S. trade policy over
the period 1984 to 1993, and the preponderance of evidence suggests that behavior is
invariant across administrations.Statistically, the behavior of the � rst Clinton admin-
istration was indistinguishablefrom that of its predecessor.

Appendix

Data on tariffs were provided by the USTR. Data for some countries were missing, and the
USTR data were supplemented by data from the WTO. Data on exports, investment, the trade
balance, and attention are from USTR, National Trade Estimate Report on Foreign Trade
Barriers, various issues. Data on GDP, GDP per capita, and GDP growth are from the World
Bank, World Development Report, various issues. Data on trade actions were compiled from
USTR, Trade Policy Agenda and Annual Report, various issues. The trade data used to com-
pute the intra-industry trade index are from the U.S. Department of Commerce, International
Trade Administration, U.S. Foreign Trade Highlights, various issues. Distance is de� ned as
the great circle distance between Chicago and partner country economic centers as listed in
Frankel.32 The gravity regressions in Table 2 were estimated using a generalized instrumental
variables estimator: the endogenous variables were regressed on the instruments, and the re-
gressions were estimated using the constructed values of the endogenous variables and cor-
rected for heteroscedasticity. The two equations were then jointly reestimated. The instru-
ments were log population, log distance, an English-language dummy, a landlocked-country
dummy, and a common-borderdummy.

The sample for these regressions(and the subsequentanalysis) consists of the United States’
� fty largest trade partners, less oil-exportingcountries, leaving a sample of thirty-sevencoun-
tries, accounting for approximately 90 percent of U.S. trade and investment: Argentina, Aus-
tralia, Austria, Brazil, Canada, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador,
Egypt, European Union, Finland, Guatemala, Hong Kong, India, Indonesia, Israel, Jamaica,
Japan, Korea, Malaysia, Mexico, New Zealand, Norway, Philippines, Poland, Russia, Sin-
gapore, SouthAfrica, Sweden, Switzerland,Taiwan, Thailand,Turkey, and Venezuela. In some
parts of the analysis Russia is dropped due to missing data. The time period for these regres-
sions is 1984 to 1993. It would be possible to add 1994 to the sample, but changes in the
composition of the EU together with the relative sizes of the cross section and time-series
dimensions of the panel mean that more information would be lost (through losing indepen-
dent observationsfor the new entrants) than gained (by adding one additional sample year).

The regressions in Table 4 were estimated using a conventional � xed-effects panel esti-
mator. The regressions in Table 5 are probits. As indicated in footnote 29 the regressions in
Table 10 are ordinary least squares; results from maximum likelihood estimations regressions
were not robust to minor changes in search algorithm parameters.

32. Frankel 1993.
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