
employ an aggregate measure of NTBs. This measure
includes price-oriented measures such as antidumping duties
and countervailing duties, quantity-oriented measures such
as quotas and voluntary export restraints, and threats of
quality and quantity monitoring. The extent of protection is
measured by the NTB coverage ratio (that is, the fraction of
an industry’s imports covered by one or more of such
nontariff measures).9 Aggregate U.S. NTB coverage ratios
across all partners—as well as bilateral NTB coverage ratios
between the U.S. and five large trading partners (France,
Germany, Italy, Japan, and the U.K.)—are used in this study.
These data are as of 1983 and were constructed from World
Bank tapes and UNCTAD NTB inventory data.

We measurez/e as follows.z is measured as the inverse
import penetration ratio CONS/IMP scaled by 10,000 (be-
cause otherwise the value ofz for industries with small
imports would be very large). For the U.S., this is close to
the theoretically correct measure, VA/IMP.e is measured by
the import elasticites estimated in Sheills et al. (1986). Their
estimates at the three-digit SIC level (ELAST0) are repli-
cated at the four-digit level for this study. Since many
estimated price and cross-price elasticities in Sheills et al.
have high standard errors and estimated values, their direct
use may yield highly questionable results. We purged the
elasticity data of the inherent errors-in-variables problem
using Gawande (1997b), as described in the appendix.
CROSSEL0 is also similarly purged.

Industry characteristics data were constructed from the
1982 Census of Manufacturing and various Annual Surveys
of Manufactures. The data section of the appendix details the
construction of the variables used in the study. PACFIRM
(or political action committee campaign contribution per
contributing firm) was constructed from the Federal Election
Commission tapes over the four Congressional election
cycles 1977–1978, 1979–1980, 1981–1982, and 1983–1984
as described in the Appendix. Bilateral trade variables
(EXPj , IMPj) were constructed from COMPTAP tapes.
Value added (VA) and the Herfindahl index (HERF) were
obtained from the 1982 Census of Manufacturing.
INTERMTAR, INTERMNTB, DOWNSTREAMSHR, and
DOWNSTREAMHERF were constructed from the Input-
Output tables of the U.S. as described in the appendix.
Complete data, especially elasticity data, were available on

242 four-digit SIC industries, which is the sample used in
this study.

Politically organized industries were identified as follows.
We regressed PACFIRM/VA on bilateral import penetration
by partner j interacted with twenty two-digit SIC dummies.
Those two-digit industries with positive coefficients were
considered organized in the trade arena vis-a-vis partnerj.
This was repeated for all five partners (France, Germany,
Italy, Japan, and the U.K.), and the union of the organized
two-digit industries taken. For these industries,Ii 5 1. Of
our sample, 68.2% were politically organized.

V. Empirical Analysis

A. 5U.S. NTB Coverage of Aggregate Imports, PACFIRM/VA,
IMP/CONS6 System

Table 3a presents 2SLS estimates from the parsimonious
three-equation system in (4). Just the NTB equation and the
lobbying equation are reported, for the G-H predictions
concern those equations. The import equation is reported in
the appendix. Asterisked estimates are interpreted as being
statistically significant. A single asterisk implies that 2.
0 t 0 $ 1, and a double asterisk implies0 t 0 . 2. A rationale for
using this criterion to denote statistical significance is that
only if a variable has a coefficient with0 t 0 $ 1 will its
exclusion lower the model’s adjustedR2 and its inclusion

9 The use of coverage ratios in place of what in the theory is an ad
valorem tariff requires the belief that coverage ratios are positively
correlated with their tariff equivalents across industries. The presumption
becomes more credible when, as we do, price elasticities are included to
control for this effect on the right-hand side. The computation of
tariff-equivalents is an enormously expensive task, and, given the state of
the art in computational general equilibrium, such computations are based
on assumptions about market and production structures that are merely
convenient rather than approximations to reality. Even so, very few studies
exist, and the information contained in those studies is too thin to support
useful inferences in an econometric study such as this. Econometric studies
using NTB coverage ratios to make strong and credible inferences about
the pattern of NTBs include Leamer (1990), Trefler (1993), and Gawande
(1997a). Trefler has also found a high correlation between ad valorem tariff
data and the corresponding ad valorem tariff coverage ratio, which further
encourages the use of NTB coverages.

TABLE 3A.—2SLS ESTIMATES FROM AGGREGATE U.S. NTBS:
THREE-EQUATION MODEL 5NTB, LOBBYING, IMPORT6

GROSSMAN-HELPMAN SPECIFICATION (PARSIMONIOUS)

Model 1

NTB Eq. LOBBY Eq.

Coef. s.e. Coef. s.e.

NTB/(1 1 NTB) DEP — — —
Ln (PACFIRM/VA) — — DEP —
z/e 23.088** 1.532 — —
I 3 z/e 3.145** 1.575 — —
INTERMTAR 0.780** 0.242 — —
INTERMNTB 0.362** 0.062 — —
Ln (HERF) — — 0.177** 0.068
Ln (IMP/CONS) — — 0.298** 0.064
Ln (NTB/(1 1 NTB)) — — 20.069** 0.027
Ln (ELAST1) — — 0.376* 0.247
Ln (DOWNSTREAMSHR) — — 0.321** 0.105
Ln (DOWNSTREAMHERF) — — 0.278** 0.091
Constant 20.042** 0.017 22.195** 0.348
N 242 242
k 5 7
R2 0.234 0.166
ModelF 18.10** 7.82**
AIC 21.369 3.047
SIC 0.648 21.574
Ln L 170.7 2361.7
 Ln (PAC/VA)/ Ln (DWL/VA) — 0.639** 0.250

1. Estimates of third equation (Dependent variable5 IMP/CONS) shown in appendix.
2. ** 0 t 0 $ 2, * denotes 2. 0 t 0 $ 1. For the modelF, ** and * denote statistical significance at 1% and

5% respectively. AIC5 Akaike Information Criterion5 22 (ln L 2 k)/n. SIC 5 Schwarz Information
Criterion5 ln L/n 2 0.5k(ln n/n).

3. z/e5 [(CONS/IMP)/0ELAST1 0]/10000,I 3 z/e5 indicator of political organization3 z/e.
4.  Ln (PAC/VA)/ Ln (DWL/VA) is the elasticity of PACFIRM with regards to deadweight loss (both

scaled by value added). It is computed as follows: Letat, am, andae, respectively, denote the coefficients
on Ln (NTB/(11 NTB)), Ln (IMP/CONS), and Ln (ELAST1). Then Ln (PAC/VA)/ Ln (DWL/VA) 5
0.5at 1 am 1 ae.

5. Of the 448 four-digit SIC industries, elasticity data allowed the use of 242. (See appendix.)
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