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Disproportionate Patterns of Retaliatory Antidumping
Filings by Developing and Developed Countries”

Jung Hur™ - Jieun Jung”

Using global antidumping cases for 72 manufacturing sectors, in 28
countries from 1991 to 2006, we investigated whether there are
different patterns of retaliatory antidumping duties (AD) between the
developed and developing countries. We find that the four traditional
AD heavy users, which are the developed countries, such as Australia,
Canada, EU and US, tend to be more sensitive to initiated AD than
measured AD of exporting countries, while the five new AD heavy
users, which are the developing countries, such as Argentina, Brazil,
India, Mexico, South Africa, tend to be more sensitive to measured AD
than initiated AD. However, the disproportionate reactions of
countries disappear for the period of 1998-2006, which implies an
institutional learning from past experience of retaliatory AD. For the
whole period, we also find that it disappears only at the country level.
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1. INTRODUCTION

One of trade barriers, which many countries have often used for the
purpose of protecting domestic markets, is antidumping duties (AD).
Antidumping duties are imposed on imported dumping products when the
government of an importing country finds imports of the products as one of
the causes of damages in the competing domestic industries.

These days, the AD has been a popular tool for protection used by not only
developed countries, but also developing countries. According to Global
Antidumping Database (Bown, 2007)," we may observe that there is a
different trend of antidumping actions among the different group of countries
— developing and developed countries. Figure | shows that the numbers of
antidumping filings made by developed countries have decreased over time,
whereas developing countries have filed AD cases increasingly, over the
same period. In the beginning, the developed countries made the cases 5

Figure 1 Antidumping Duties of Developed and Developing Countries
From 1991 to 2006
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" We use information on antidumping cases from the Global Antidumping Database (Bown,
2007). The data can be found at http://people.brandeis.edu/~cbown/global ad/ad.
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Figure 2 Cumulative Numbers of Antidumping Duties Filings
and Being Flied across Countries
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times more than the developing countries. This trend was reversed after
1995. Since then, the developing countries have reported the antidumping
cases more than the developed countries.”

Figure 2 shows that cumulative numbers of antidumping filing cases and
cases being filed for 28 countries used in our analysis. As you observe, we
found a high correlation between filing and filed cases for all countries.
The high correlation has been studied by Prusa and Skeath (2002), and
Feinberg and Reynolds (2006) where they interpreted it as evidence of
strategic or retaliatory usage of AD filings by an importing country against
exporting countries who filed AD case frequently, as well. However, they
did not distinguish the AD patterns between developed and developing
countries. Figure 3 demonstrate that the correlation of AD filings and being
filed can be observed at the level of industry.

In our paper, we examine the different patterns of AD filings of different
group of countries at the level of industry and countries both. To contrast
clearly different patterns of AD among the developed and developing
countries, we will divide the 28 countries into two groups. One group is the

? It may be because developing countries started to have their own anti-dumping laws and
policies since mid-1990s.
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Figure 3 Cumulative Numbers of Antidumping Duties Filings
and Being Flied across Industry
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Note: The numbers in the x-axis indicate industries as follows: 1 - Food & Beverages, 2 -

Apparel, Textiles & Leather, 3 - Wood Products of Wood and Furniture, 4 - Pulp, Paper
and Paper Products, 5 - Chemicals, Synthetic Rubber & Plastics, 6 - Ceramic Ware,
Cement & Glass Products, 7 - Basic Metal Products, 8 - Engines, Machinery and
Equipment & Electronic Components, 9 - Motor Vehicles & Transport Equipment, 10 -
Spectacle, Photographic Equipment and Other Optical Instruments & Other
Manufacturing. '

4 traditional AD heavy users” such as Australia, Canada, European Union
and the United States, and the other group is the relatively new AD users, that
is, the remaining 24 developing countries. We attempt to observe strategic
or retaliatory actions against AD initiations and implementations between the
two groups at the level of industries and countries both.

Indeed, our empirical study in this paper shows that there are some
noticeable different patterns of AD actions between them, at the industry
level data. In particular, we find that the developed countries, such as Australia,
Canada, EU and US — the traditional AD users — react more sensitive to the

‘initiated’ antidumping filings than the ‘imposed’ duties, whereas the

¥ Note that the 4 traditional AD users are similar to ones in the previous two studies of Prusa
and Skeath (2002) and Feinberg and Reynolds (2006) except for New Zealand. For new
AD users, Prusa and Skeath (2002) found a growing number of AD uses from countries
such as South Africa, Brazil and Mexico, while Feinberg and Reynolds (2006) observed
China, Korea, Taiwan, India and Indonesia as leading targets of AD petitions and termed as
new(or non-traditional) AD users. Unlike these two studies, we include more numbers of
AD users from developing countries.
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developing countries — the relatively new AD users — show their retaliatory
actions at the final stage of antidumping decision. Our explanations are as
follows. The developed countries might accurately calculate the damage of
the AD even at the stage of initiation, and hence, tend to be quick to respond
an AD of exporters. The developed countries are ‘traditionally known’ AD
heavy users who have a lot of experiences of AD filing and being filed.
However, unlike the traditional AD users, these new AD users are not well
aware of the implication of AD initiation, the threatening role and
consequences of AD. Thus, they tend to delay their retaliatory reaction until
the damages of AD are clearly imminent. Hence, their retaliatory actions
are likely to be made after the implementation of AD, not at the stage of
initiation of AD.

In fact, a presence of retaliatory nature of AD use has been examined in
the empirical literature. Prusa and Skeath (2002) showed that a strategic
motivation of traditional AD users (Australia, Canada, the EU, New Zealand
and the US) and new AD users (South Africa, Brazil and Mexico) might be
an important factor for the uprising trend of AD observed during the period
from 1980 to 1998. They observed from both groups of AD heavy users
that most AD filings were carried out against those countries, which have
filed AD before. Blonigen and Bown (2003) suggested a theoretical model
of reciprocal dumping with a policy of antidumping duties and examined the
US antidumping duties. They found that the US’s uses of antidumping
measures were dampened by other countries’ retaliatory actions during the
years from 1980 to 1998." Francois and Niels (2006) showed that the
probability of AD filings of Mexico is higher for countries that filed against
Mexico before than for those countries which did not. Feinberg and
Reynolds (2006) confirmed statistically significant results on the retaliatory
response of exporting countries that had experienced of being filed as
dumping countries by the governments of importing countries, using cross-

* However, Bao and Qiu (2009) showed somewhat contrasting evidence from AD behaviors
between US and China. They compared the AD of US and China for the period from 1991
to 2005 and discovered that China was no more retaliatory than the US.
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country panel data covering 41 countries over the years from 1995 to 2003.
Among many results in their paper, we note that they have found different
retaliatory behavior between traditional (Australia, Canada, the EU, New
Zealand and the US) and non-traditional, new AD users (China, Korea,
Taiwan, India and Indonesia). That is, while the retaliatory effect of the
traditional users is no longer statistically significant, there is a greater
probability of carrying out retaliatory AD of the new users against the
traditional users.

In line with these literature, our paper attempts to reveal different nature of
retaliatory motive between the different AD heavy user countries. Our main
question is whether there is any distinctive pattern of retaliatory actions at
initiation stage and final stage of AD decision process from the two groups of
AD users. We divide them into two groups; the traditional heavy AD users
(Australia, Canada, the EU and the US) versus the 24 developing countries
who are new heavy AD users. Using global antidumping cases for 72
manufacturing industries in 28 countries from 1991 to 2006, we first found
that the developed countries react more sensitively to the ‘initiated’
antidumping tariff than the ‘imposed’ dumping investigation, whereas the 24
developing countries show their retaliatory actions at the final stage of
antidumping decision. Second, such a disproportionate behavior disappears
at the country level data.

Apart from the retaliatory patterns of AD filings, the macroeconomic
factors, such as exchange rates, GDP growth rate and trade liberalization,
have been traditionally known as important economic determinants in the
empirical AD literature. Feinberg (1989), in the earliest work, examined the
effect of exchange-rate changes on US antidumping filings across four
import source countries (Brazil, Japan, South Korea, and Mexico) over 24
quarters from 1982 to 1987. He showed that depreciation in the US dollar
against foreign currencies makes import prices lower, which eventually leads
to an increase in the number of antidumping investigations. Knetter and
Prusa (2003), for developed countries (Australia, Canada, EU, and US) over
the years from 1980 to 1998 revisited this issue of exchange rates, and have
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reported different findings: a positive relationship between appreciation in
the domestic currency and the number of antidumping filings against the
exporting countries. That is, when a domestic currency is appreciated
relative to a foreign currency, a foreign exporting firm’s cost, in terms of the
domestic currency will be lower and the firm will lower the price of exported
goods. This will lead to an increased likelihood that the foreign firm is
found to cause industrial damage in the importing market, and thereby, an
increased number of antidumping investigations. In addition to the
exchange rate as a determinant of AD, they also found that a decline in the
GDP growth rates of filing countries led to an increase in antidumping
activities, which is consistent with an earlier work by Leidy (1997), who used
a smaller sample of US aggregate filings. Bown (2008) considered 9
developing countries over the years from 1995 to 2002 and found that the
developing countries also used AD to protect their domestic markets when
their macroeconomic conditions were deteriorated (i.e., appreciation of
domestic currencies and decreases in GDP growth rates).

The empirical AD literature also found evidences that trade liberalization
or openness at country level has influenced the use of AD in many countries.
Using a panel data on 99 countries between 1980 and 2000, Aggarwal (2004)
examined how changes in tariff rates influence the use of antidumping duties,
and found a strong evidence of the negative correlation between the changes
in the average tariff rates and the antidumping filings in the developing
countries. Feinberg and Reynolds (2007) showed that trade liberalization,
due to the Uruguay Round, seems to make developing countries use AD
more frequently. Bown and Tovar (2010) focused on the case of India, and
also confirmed a negative relationship between tariff reductions and the use
of AD. Moore and Zanardi (2006) also examined the use of AD of 35
countries, and asked whether the regulations against dumping further
improve tariff liberalization. They found that there indeed was a positive
role of AD in reducing tariff levels in the developed countries, in particular.
For our empirical analysis on the retaliatory patterns of AD filings, we will
control these macroeconomic variables, such as exchange rates, GDP growth
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rate and trade liberalization. In this paper, we emphasize the different
patterns of strategic use of AD between the developing and developed
countries.

This paper is organized as follows. Section 2 describes the method of
constructing dependent and independent variables for our empirical analysis.
It also briefly refers to the choice of regression methodology, and predicts the
effect of each regressor on the dependent variable. Section 3 reports the
empirical regression results. It highlights the main findings on different
patterns of antidumping practices, between the developed and developing
countries. Section 4 summarizes the results and provides recommendations
for future research in the literature of AD.

2. THE METHODOLOGY: INITIATED AD INVESTIGATION
VERSUS IMPOSED AD DUTIES

When foreign exporters dump their products in domestic market with a
lower price than their local price (or average costs), and thus, the imported
foreign goods generate material injury to domestic industries in an importing
country, the government may investigate the cases filed by domestic
competitors (we call this as “initiated’ cases) and then impose antidumping
duties against the foreign exporters, in order to protect the domestic markets
(we call this as or ‘imposed” or ‘measured’ cases).

Using the cases of antidumping duties, initiated or imposed by importing
countries, we will analyze strategic and economic factors that increase the
likelihood of using AD against exporters. In particular, as in the previous
empirical AD literature, we use a probit model as follows.

k
i

Py}, =1]= F[a + B INITIATION

,
it ijt—1

+ B,INITIATION*

jir—1

+ BANITIATION',  + 7' X +6, +6"],

jor—1
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P[yv:, =1]= Fla + S MEASURE!

<t ijr=1

+ f,MEASURE"

jit=1

+ B,MEASURE"

Y X+6,+0"]

The dependent variable yf/ﬁ, takes value one when an importing country i
has ‘initiated’ antidumping investigations for industry 4, at least once, against
an exporting country j at time f, otherwise zero.” The main database for
antidumping initiations and measures is supplied by Bown (2007), the Global
Antidumping Database. We use the cases of 72 4-difit manufacturing
industries of 28 countries during the period from 1991 to 2006. The list of
countries is provided in Appendix Al.

Note that, the following previous literature we used is cases of ‘initiation’
for the dependent variable. This is because the literature has recognized
that AD initiation itself can play a role of threatening the exporting countries
and exporters even before AD duties are actually imposed. Domestic
industries that are allegedly hurt by the dumped foreign goods are ones that
actually bring the cases to government authorities. In order to get
protection from AD, they should submit documentation that proves the price
gaps between domestic and dumped products, and industrial damages due to
the dumping activities of foreign firms. This is the stage of ‘initiation’.
Then, the relevant government authorities begin the investigation for the
cases and decide whether the industrial damage is actually substantial.
Usually, it takes a long time (a number of months or even a few years)
between initiation and actual imposition. Note that, according to our data
sample, the total number of initiation is 86,923, while the total number of AD
imposition is 39,388.

In the first regression model, [N[T[ATION:,_, is the number of AD

' In fact, AD investigation occurs at the industry level. at least in the US, against all foreign
exporting firms regardless of their nationality. If this is true for most of countries using
AD policy, it will be hard to single out a country for retaliation based on AD duties.
However, since we consider 28 countries using different AD policies including many
developing countries, we assume that this may be not true for our dataset. Also, even if
AD investigation occurs against all foreign firms, it is possible for a country to ‘internally’
decide to retaliate against some targeted countries.
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initiation conducted by the government of an importing country i against an
exporting country ;j in industry &, at time #-1. This variable captures a
statistical possibility that a country that has initiated dumping investigation in
a previous year may be likely to initiate another AD cases in a current year.
One of the reasons for the autocorrelation is because, according to the laws of
antidumping duties in most of the countries, there may be continuing AD
cases of which the annual administrative review may be carried out upon the
request of involved parties.” Blonigen and Haynes (2002) found a
supportive evidence of such an autocorrelation. In our regression equation,
P 1s positive if there is a tendency of country / for AD investigation over
time, and negative otherwise.

Our main variable of interest, [N[T[AT]ONZ,_l is the number of AD
initiation conducted by the government of country j against country / in

1.7 The estimated coefficient of this variable may show

industry & at time #—
direct retaliation motive of whether or not the importing country i is likely to
respond to country j by retaliatory AD initiation, at time 7 when the country j
in the previous year, /—1 has initiated the AD investigation against the
country i for the same industry &. We may expect that f, is positive
(negative) if there is (is not) such a direct retaliatory action of country 1.

INITIATION f is the number of AD initiation by the government of the

or—1

country j in industry k at time 7—1 against the rest of the world (indicated by
subscript 0), except for country i. That is, this reflects whether country j is a
frequent AD user or not. It is used in the regression in order to see whether
or not the importing country i/ is likely to respond to country j, who tends to
have frequently initiated the AD investigation against the rest of the world.
Even if country / did not get any direct AD threat from country j, it can

® AD authority may continue to impose the same AD duties in the absence of administrative
review, at least in the US. In the absence of administrative review, the AD authority will
continue to impose the same AD duties. This case cannot be captured by this regressor.

7 Note that one year lag does not need for a retaliatory action in reality. However, we follow
the idea of Feinberg and Reynolds (2006) justifying immediate retaliatory action. They
say that ‘most game theoretical models suggest an immediacy of response in order to use
retaliation as a means of establishing credibility of threat, or as an effective tit-for-tat
mechanism (p. 879 ).
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predict that the likelihood of having AD duties from country j will be high
since country j has already used the protective trade policies against the other
countries. /3, is positive (negative) if there is (is not) a tendency of
country / for initiating AD investigation against a frequent AD user, country j
in the given industry & A similar variable appealed in Feinberg and
Reynolds (2006), as the deterrent factor of AD use of importing countries.
However, the variable in their regression was interacted with a share of
importing country i’s total exports to that country, /. Since we do not have a
balanced panel dataset, we are not able to use the weights for any single year.
They did by utilizing the year of 1998, which is a single mid-sample year.
Nonetheless, we will interpret it as a deterrence factor for a use of AD.

In the second regression, we use the AD cases ‘imposed’, indicated by
MEASURE;, |, MEASURE', |, and MEASURE;

ijt—1° i1 Jot—1*

from the Global Antidumping Database. By comparing the results from the

These data are available

first and the second regression models, we will examine whether a country
would respond to an actual imposition of AD duties or to an early stage of
AD investigation. The fact that a country retaliates against the other
country that actually ‘imposed” AD implies that the retaliating country has
waited until the final decision of the other country has made. In this case,
the retaliating country can obtain the exact information regarding the actual
level of AD. Without knowing the level of AD duties, the retaliatory AD
level might be too high or too low, compared to the foreign AD duty. Ifitis
too high, it can be suspicious of a ‘retaliation’ case. If it is too low, the case
is not working properly as a threat at all. In both cases, the effectiveness of
retaliatory AD is reduced. Hence, we expect that, if importing countries
know costs implication of AD initiation correctly, maybe due to learning
from a past historical experience of having had AD, then it may respond to
exporting countries’ AD initiations immediately. Otherwise, importing
country may wait until the final decision for AD imposition is delivered, and
then, respond to the AD imposed. The former case supports a retaliatory
action occurred at the stage of AD initiation (showing significantly positive
value of S, in the first regression model) and the latter case would indicate
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a retaliatory motivation at the final stage of AD imposition (i.e., positive /3,
in the second regression model).

Ply;, =1]=Fla+ BINITIATION,, , + B,INITIATION , ,
+ SNITIATION ,,_, + 7' X + 6, + 6“],

Py}, =1]1=Fla + $, MEASURE,, , + 3, MEASURE ,, ,
+ BMEASURE ,, , +y'X +6,+6"].

While in the previous two regression models we examine the existence of
industry-specific retaliatory motives, now we will try to estimate country-
specific retaliatory AD; whether or not it is likely that the retaliatory ADs are
made between the countries. The retaliation does not need to be industry-
to-industry. For this analysis to be carried out, we aggregate the data at
country level and use INITIATION, , for the initiation cases, and
MEASURE, |

Jir=1

autocorrelation and deterrent effect of AD at a country level, are also used as

for the imposed cases. The other two variables, reflecting

in the above two regression models.

For the other control variables in X, in all regression equations, we use
GDP per capita, bilateral real exchange rate, and import shares. First, the
GDP per capita, gdpc,

it—1

is a real GDP per capita of the importing country,
at time —1. The real value is calculated in terms of US dollar, based on the
US GDP deflator in 2000. The data are available from the World Bank
Database. This variable reflects the economic development level. As the
importing country’s GDP per capita is higher, and hence, its purchasing
power is also higher, it may expect to have a gain from protection policies,
since the tariff may create terms of trade gain. Hence, as a specific market
or industry is damaged by foreign goods imported, the country has an
incentive to initiate AD investigation. We expect to have a positive sign for
the estimated coefficient. In fact, this macroeconomic variable is often used
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in the literature as mentioned in the Introduction. Following the convention
in the literature, we use the real value of GDP per capita and try to examine
whether countries more frequently use AD policy to protect damaged
importing industries as their development levels are higher.

Second, another macroeconomic factor used in the set of our control

variables is a bilateral real exchange rate, bfx It is a real exchange rate

ijt-1°
between country 7 and country /, at time /—1. Countries’ real exchange rates
in terms of US dollars in 2000 are available from /International
Macroeconomic Data Set of the United States Department of Agriculture.
We divide the exchange rate of exporting country j by the exchange rate of
importing country i. As the relative exchange rate is smaller, the importing
country’s currency is highly appreciated against the exporting country’s
currency. In this case, country / may import more, and then it may be likely
that country i initiates more AD investigation against country j. In the
literature, the effect has been confirmed. For example, see Knetter and
Prusa (2003).

Third, the other macroeconomic variable we will consider is the trade
deficit of a country. We define SoBT;, | as the share of trade deficit out
of real GDP for a country i at time . The data for imports, exports and
the real GDPs are from World Bank. When a country’s trade deficit
becomes larger, it is more likely to demand for protection from domestic
industries.

Last, as for trade openness at industry level, we use import share, which is

the ratio of imports in industry & to the total imports of country i from
country j. That is, imps,, ,=imp,, ,/imp, . The data of imports in
industry k of country i from country j are available from Advanced Query on
TRAINS/IDB of World Bank. This variable shows a country-and-industry
specific openness, which measures the degree of import openness of
importing country /i to exporting country j, in industry £. If the share of
imports in an industry becomes larger, it is more likely that the importing
country imposes AD duties against the exporting country. Hence, we expect

to have a positive sign.  One may think of as an alternative country-and-



