PROJECT PLAN: TRADE ASSOCIATION
NETWORKS AND GLOBAL NTM TRADE
PoLICY FORMATION

ABSTRACT

This project examines factors that explain the global surge in non-tariff measures (NTMs) after
2000. In particular, the project combines industry-level trade association data with industry-
level data on NTMs to test whether sectors with dense trade associations experience earlier or

more intense NTM proliferation and whether NTMs cluster in supply chain bottleneck industries.

1 INTRODUCTION

The goal of this project is to evaluate the relationship between the concentration of non-
tariff measures (NTMs) over time in certain industries and the concentration of trade associations
in those industries. NTMs describe policy measures, outside of tariffs, that potentially have an
economic effect on international trade in goods. These policy measures can be implemented in a
variety of ways which allows researchers to classify NTMs by type, an important dimension of
data when measuring the implementation of NTMs by industry and by country.

Data on NTMs is tracked by the World Integrated Trade Solution (WITS) database, a
collaboration between the World Bank and the United Nations Conference on Trade and
Development. An important feature of this data is that the WITS NTM data includes information
on the country that has introduced the NTM and the country that the NTM targets, if specified.

Data for trade associations comes from the World Guide to Trade Associations, a book

the Kansas Data Science Consortium has worked to digitize and scrape text data, before
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structuring the trade associations by country and industry.

Using this data, the analysis will examine the trends in use of NTMs, with particular
attention to whether NTMs cluster within certain industries and whether trade association density
in one country and trade association paucity in another country can explain the application of
NTMs between countries.

2 BASELINE OR INITIAL ANALYSIS
The key elements from the NTM data include an harmonized system (HS) product code, which
identifies the product to which each NTM applies. Because the data is historical, the product
code nomenclature changes based on the year in which the NTM is created. A summary of the

frequency is given below:

Nomenclature Code Frequency Percent
H2 1,305,346 291
H3 6,371,635 14.22
H4 26,572,041 59.32
H5 10,545,215 23.54

The trade association data is recorded using International System Industrial Classification

(ISIC) codes, and so initial work will need to be done to attach ISIC codes to each NTM in the
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WITS data. This can be done using concordance tables, also called crosswalks, and those are

prepared by WITS. The ISIC revision used should be ISIC Rev 3. The concordance tables to use
should be H2 to ISIC Rev 3, H3 to ISIC Rev 3, H4 to ISIC Rev 3, and H5 to H4 to ISIC Rev 3.
Once the NTM data has the appropriate ISIC Rev 3 codes attached to each row, the data

can be merged with the trade association data. The merge should be 1-to-1 on country and ISIC
Rev 3 code. This means you will need to collapse and sum the trade association data by country
and ISIC Rev 3 code. Once the data are merged, produce a set of summary statistics and
visualizations that describe the data and the patterns therein.

3 FINAL ANALYSIS

The final analysis should evaluate whether sectors with dense trade associations
experience earlier or more intense NTM proliferation in the categories of interest identified
in the initial analysis. This analysis should be done in the context of trade policy
substitution: as countries reduce tariff levels in accordance with World Trade Organization
policy, they may consider substituting tariff measures with non-tariff measures. Research on
trade policy formation indicates that industries with powerful lobbies may capture some
trade policy formation for the benefit of their industries. Trade associations can act as
powerful lobbies for industries in their countries and may be able to influence whether non-
tariff measures are implemented to provide some protection for domestic producers against
international competition. The final analysis of this project should test to see whether there
is empirical evidence in the data to support the hypothesis across many countries that trade
associations are able to shape trade policy formation. The analysis should use a variety of
regression techniques, where trade associations are the explanatory variable and NTM

presence and intensity is the outcome of interest. A reach goal of this analysis would
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incorporate other industry-specific characteristics as covariates like number of employees,
number of establishments, gross fixed capital formation, value added, wages and salaries, as

well as output.

4 FINAL GOALS & EVALUATION

The final goal of this project is a report and slide deck that summarizes the data work, the
exploratory analysis, and the final statistical analysis to establish whether a relationship exists
between trade association density and NTM density by country and industry. The analysis should
be presented at the Kansas Data Science Consortium conference on May 2™, in Manhattan, KS.
The project report and accompanying script files and should be sent to the project sponsors at the

completion of the semester.

5 RELATED WORK

Abadie, A., Diamond, A., and J. Hainmueller. 2014. Comparative Politics and the Synthetic Control
Method. American Journal of Political Science.

Abadie, A., Diamond, A., and ]J. Hainmueller. 2010. Synthetic Control Methods for Comparative Case
Studies: Estimating the Effect of California’s Tobacco Control Program. Journal of the American
Statistical Association 105(490): 493-505.

Abadie, A. and Gardeazabal, J. 2003. Economic Costs of Conflict: A Case Study of the Basque Country.
American Economic Review 93(1): 113-132.

Aleem, I. and B. Faizi. 2021. “Non-tariff Measures, Overall Protection, and Export Competitiveness:
Evidence from Pakistan and Regional Countries”, PIDE Working Papers 2021: 2. Pakistan
Institute of Development Economics, Islamabad, Pakistan.

Atkin, David, and Amit K. Khandelwal. 2020. "How distortions alter the impacts of international
trade in developing countries." Annual Review of Economics 12 (2020): 213-238.

Baccini, Leonardo. 2019. "The economics and politics of preferential trade agreements." Annual
Review of Political Science 22 (1): 75-92.

Baccini, Leonardo, Pablo M. Pinto, and Stephen Weymouth. 2017. "The distributional consequences
of preferential trade liberalization: Firm-level evidence." International Organization 71(2): 373-

395.

KDSC Trade Association and NTM Density | 4



Bischoff, Ivo. 2003. Determinants of the Increase in the Number of Interest Groups in Western
Democracies: Theoretical Considerations and Evidence from 21 OECD Countries. Public Choice.
114(1-2): 197-218.

Blaydes, Lisa. 2008. “Authoritarian elections and elite management: Theory and evidence from
Egypt”,

Princeton University Conference on Dictatorships, New Jersey.

Bown, Chad P. and Ralf Peters. 2018. The Unseen Impact of Non-Tariff Measures: Insights From a
New Database. United Nations Conference on Trade and Development.

Bown, Chad P. and Patricia Tovar. 2011. Trade liberalization, antidumping, and safeguards:
Evidence from India's tariff reform. Journal of Development Economics, 96(1): 115-125.

Disdier, A. C., Fontagne, L, and Cadot, O. 2015. North-South standards harmonization and
international trade. World Bank Economic Review, 29(2), 327-352.

Coates, Dennis, Bonnie Wilson, and Jac Heckelman, 2007. "Determinants of Interest Group
Formation," Working Papers 2007-03, Saint Louis University, Department of Economics.

De Mesquita, Bruce Bueno, Alastair Smith, Randolph M. Siverson, and James D. Morrow. 2005. The
Logic of Political Survival. MIT press.

Eibl, Ferdinand, and Adeel Malik. 2016. "The politics of partial liberalization: cronyism and non-
tariff protection in Mubarak's Egypt." CSAE Working Paper, Department of Economics, University
of Oxford.

Findlay, R. and Wellisz, S. 1982. Endogenous Tariffs, the Political Economy of Trade Restrictions, and
Welfare. In: Bhagwati, J. and Srinivasan, T., Eds., Import Competition and Response. University of
Chicago Press, Chicago.

Gawande, Kishore, and Usree Bandyopadhyay. (2000). "Is protection for sale? Evidence on the
Grossman-Helpman theory of endogenous protection." Review of Economics and Statistics 82 (1):
139-152.

Ghodsi, Mahdi, Julia Grubler and Robert Stehrer. (2016). “Import Demand Elasticities Revisited”,
Working Paper 132, The Vienna Institute for International Economic Studies, Vienna, Austria.

Goldberg, Pinelopi Koujianou, and Giovanni Maggi. 1999 "Protection for sale: An empirical
investigation." American Economic Review 89 (5): 1135-1155.

Grossman, Gene M., Helpman, Elhanan. 1994. Protection for sale. The American Economic Review 84
(4), 833-850.

Hallward-Driemeier, Mary, and Lant Pritchett. 2015. "How Business Is Done in the Developing

World: Deals versus Rules." Journal of Economic Perspectives, 29 (3): 121-40.

KDSC Trade Association and NTM Density | 5



Haque, Nadeem ul,, and Amin Hussain. 2021. “A Small Club: Distribution, Power, and Networks in
Financial Markets of Pakistan. PIDE Working Papers 2021: 3. Pakistan Institute of Development
Economics, Islamabad, Pakistan.

IMF. 2013. “Pakistan—2013 Article IV Consultation Under Request for an Extended Arrangement
under the Extended Fund Facility”, IMF Country Report No. 13/287. Washington, D.C.

Kee, H.L., A. Nicita and M. Olarreaga (2008), ‘Import demand elasticities and trade distortions’, The
Review of Economics and Statistics, Vol. 90, No. 4, pp. 666-682.

Kelejian, Harry. 1971. Two stage least squares and econometric systems linear in parameters but
nonlinear in the endogenous variables. Journal of the American Statistical Association 66, 373-
374.

Kenyon, Thomas, and Megumi Naoi (2010). "Policy uncertainty in hybrid regimes: evidence from
firm-level surveys." Comparative Political Studies 43 (4): 486-510.

Khwaja, Asim ljaz and Atif Mian. 2005. Do Lenders Favor Politically Connected Firms? Rent
Provision in an Emerging Financial Market, Quarterly Journal of Economics, 120 (4).

Khwaja, Asim Ijaz, Abid Qamar, and Atif Mian. 2008. Value of Business Networks. Manuscript.

Kono, Daniel Y. 2006. "Optimal obfuscation: Democracy and trade policy transparency." American
Political Science Review 100 (3): 369-384.

Krueger, Anne O. 2002. Political Economy of Policy Reform in Developing Countries. MIT press.

Kruse, Hendrik W., Inma Martinez-Zarzoso, and Leila Baghdadi. 2021 "Standards and political
connections: Evidence from Tunisia." Journal of Development Economics 153: 102731.

Levitsky, Steven and Lucan A. Way. (2010). Competitive Authoritarianism: Hybrid Regimes After the
Cold War. Cambridge: Cambridge University Press.

Limao, Nuno and Patricia Tovar. 2011. “Policy choice: Theory and evidence from commitment via
international trade agreements”. Journal of International Economics, 85: 186-205.

Maggi, Giovani, & Rodriguez-Clare, Andreas. 2007. “A political-economy theory of trade
agreements”. American Economic Review, 97(4), 1374-1406.

Mayer, Wolfgang. December 1984. Endogenous Tariff Formation. American Economic Review. 74(5):
970-85.

Milner, Helen V. 1999. "The political economy of international trade." Annual Review of Political
Science 2 (1): 91-114.

Mitra, Devashish, Dimitrios Thomakos, and Mehmet Ulubasoglu. 2002. “Protection for Sale” in a
Developing Country: Democracy vs. Dictatorship. The Review of Economics and Statistics. 84(3):

497-508.

KDSC Trade Association and NTM Density | 6



Pursell, Garry G., Ashraf Khan, and Saad Gulzar. 2011. “Pakistan's trade policies: Future directions”.
IGC Working Paper, International Growth Centre (Pakistan). Lahore and London.

Rahman, Shahid ur. 1998. Who Owns Pakistan: Fluctuating Fortunes of Business Moghuls. Islamabad.

Rocha, Nadai and Gonzalo Varela. 2017. Pakistan - Unlocking Private Sector Growth through
Increased Trade and Investment Competitiveness. World Bank Group.

Rodrik, Dani. 2022. “A better globalization might rise from hyper-globalization’s ashes”, In Project

Syndicate 9 May 2022. Accessed: https://www.project-syndicate.org/commentary/after-

hyperglobalization-national-interests-open-economy-by-dani-rodrik-2022-

05?barrier=accesspaylog

Roland, Gerard. 2002. "The political economy of transition." Journal of economic Perspectives 16(1):
29-50.

Ruckteschler, Christian, Adeel Malik, and Ferdinand Eibl. 2022. "Politics of trade protection in an
autocracy: Evidence from an EU tariff liberalization in Morocco." European journal of Political
Economy 71 (2022): 102063.

Zils, Michael. 1999. World Guide to Trade Associations. Walter de Gruyter & Co.

Smith, Richard ]., Blundell, Richard W. 1986. An exogeneity test for a simultaneous equation Tobit
model with an application to labor supply. Econometrica 54 (3), 679-686.

Wacziarg, Romain, and Karen Horn Welch. 2008. "Trade liberalization and growth: New evidence."
The World Bank Economic Review 22(2): 187-231.

World Bank and UNCTAD. 2019. The Unseen Impact of Non-tariff Measures. Washington, D.C.

World Bank. 2020. “Import Duties and Performance—Some Stylized Facts for Pakistan”. Report No:
AUS0001593. Washington, D.C.

World Bank. 2021. Pakistan Development Update: Reviving Exports. Washington, D.C.

Zissimos, Ben. 2017. "A theory of trade policy under dictatorship and democratization." Journal of

International Economics 109: 85-101.
6 DATA & TECHNICAL REQUIREMENTS
Analysis should be done in Stata, R, or Python and code should be stored in script/do files.
The analysis should be “full stack” in that the script files load in a working data set and
produces a set of output such as figures and tables. Each do file should accomplish a defined

and contained task (e.g. data construction or table 1 creation, etc).
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Appendix A: Figures

Technical — | A SANITARY AND PHYTOSANITARY MEASURES |

measures —> | B TECHNICAL BARRIERS TO TRADE |

> | C PRE-SHIPMENT INSPECTION AND OTHER FORMALITIES |

— | D CONTINGENT TRADE-PROTECTIVE MEASURES |

NON-AUTOMATIC LICENSING, QUOTAS, PROHIBITIONS AND QUANTITY-CONTROL
MEASURES OTHER THAN FOR SPS OR TBT REASONS

—> | F PRICE-CONTROL MEASURES, INCLUDING ADDITIONAL TAXES AND CHARGES

technical — | G FINANCE MEASURES
measures

Import measures

|
|
> | H  MEASURES AFFECTING COMPETITION |
|| TRADE-RELATED INVESTMENT MEASURES |
> | J  DISTRIBUTION RESTRICTIONS |
- | K RESTRICTIONS ON POST-SALES SERVICES |
|
|
|
|

— | L SUBSIDIES (EXCLUDING EXPORT SUBSIDIES UNDER P7)
—— | M GOVERNMENT PROCUREMENT RESTRICTIONS

—> | N INTELLECTUAL PROPERTY

— | 0 RULES OF ORIGIN

Export > | P EXPORT-RELATED MEASURES |
measures
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