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1. Introduction

Factors affecting prices of imported and exported goods have been extensively studied in the literature
and continue to be of great interest to researchers. This is understandable given the steadily growing
volume of international trade and the close connection between prices and trade volumes, profits, and
welfare. A large portion of work on pricing of internationally traded products focuses on “pass-through”,
or the extent to which various costs factors and trade barriers are reflected in the final export market price.

The majority of those studies focus on the exchange rate pass-through.! Numerous studies have
recorded the exchange rate pass-through that is incomplete and occurs with a substantial delay, the
estimates of which range from two quarters to two years (Hooper and Mann 1989; Athurokala and Menon
1994; Menon 1996; Campa and Goldberg 2005; Salehizadeh and Rafaat 2012).

Another group of paper studied how prices in the importing country are affected by trade barriers,
specifically by quantitative restrictions (Knetter 1994) and tariffs. Feenstra (1989) demonstrated the
symmetry of tariff and exchange rate pass-through using the data on US imports from Japan over the
period of 1974-1987. Other country-specific studies that followed (Pompelli and Pick 1990; Rezitis and
Brown 1999; Mallick and Marques 2008) have also found that, similarly to the effect of exchange rates,
pass-through of tariffs is usually less than perfect.

Explanations for incomplete pass-through include the slow price adjustment (Devereux and Yetman
2010) and other market rigidities, as well as the less than perfectly competitive nature of many
international markets, which may manifest itself in two forms. One is the “largeness” of the importing
country enabling it to affect world prices; the other is the cross-country differences in the degree of
market competition, which, along with the imperfect competition among exporting firms enables those
firms to price discriminate across those markets (the so called “pricing-to-market” argument, Krugman
1986). Note that the separability of individual markets, an important condition necessary for successful
price discrimination, is usually naturally satisfied in the international trade setting due to the presence of
transportation costs and — in some cases — trade barriers.?

Atkeson and Burstein (2008) demonstrate that pricing-to-market behavior and therefore incomplete
pass-through can occur even when prices are set optimally every period, making the “sticky prices”
requirement of Devereux and Yetman (2010) unnecessary. Consistently with the pricing-to-market
hypothesis, Nicita (2009} and Ural Marchand (2012) find evidence of the tariff pass-through ratio

differences across geographical regions and between rural and urban areas.

! For an overview of early work on this topic, see Menon (1995) and Goldberg and Knetter (1997).
? It is therefore understandable that changes in trade policies also affect exporting firms’ pricing-to-market behavior
therefore the exchange rate pass-through, see Campa and Goldberg (2005) and Marmolejo (2011).

1



This paper is also interested in the pricing behavior of exporting firms and their responses to
variations in costs and trade barriers. In doing so, we pay particular attention to anti-dumping duties and
their special place among other geographical and trade barriers. There are several reasons for such focus.
It has been repeatedly noted that anti-dumping duties are being used more frequently, by more countries,
and against more products than ever in history (Irwin 2005; Prusa 2005; Zanardi 2006; Bown 2011) and
the importance of anti-dumping legislation and practices is not likely to diminish anytime soon. The
increase in the importing country prices resulting from the enactment of anti-dumping measures has been
recorded in several studies (Prusa 2001; Ganguli 2008; Avsar 2013), resembling the effect of tariffs.
However, unlike the case of tariffs or countervailing duties, the implementation of anti-dumping measures
is directly contingent on the prices of imports. Therefore the manner in which anti-dumping duties affect
decisions of price-setting firms’ is different from that of any other trade barriers. That was pointed out by
Marston (1990) and Blonigen and Haynes (2002)° but so far proper theoretical analysis of this trade
policy instrument has been lacking. This forces policymakers to rely on old theories and conjectures, at
least some of which are of limited relevance to the new set of trade policy tools.

This paper aims to fill this gap by developing a simple pricing-to-market mode] in a linear demand
specification. We show that the pass-through of anti-dumping duties is fundamentally different from that
of tariffs, costs, or exchange rates. This theoretical notion is then supported by the empirical evidence.
There, we estimate the short-run effect of anti-dumping duties, exchange rates, tariffs, and transportation
costs, applying the approach of Blonigen and Haynes (2002) to the detailed monthly data on US imports
between April 1990 and September 2002. Depending on the specification, our estimating sample period
covers between 58 and 77 anti-dumping cases with affirmative decisions. We control for monthly cost
and demand shifters using the US Producer Price Index, Imports Price Index, Exports Price Index, total
shipments of the US producers, and exporter-time effects. Qur estimates of the extent of the trade barrier
pass-through relies on specifications with exporter-product fixed effects. While numerous prior studies
have investigated various aspects of the exporting firms’ pricing behavior, we are contributing to the
literature by systematically comparing the pass-through of a broad set of barriers across a number of
different industries.

Our empirical results indicate that the pass-through of anti-dumping duties is more robust than for any
other trade barriers, therefore supporting the notion that anti-dumping duties are fundamentally different

from any other (trade barriers or cost factors) and tend to invoke a stronger reaction from the exporting

? Additionally, Nizovtsev and Skiba (2010) show that even under constant elasticity of demand and constant
marginal cost, anti-dumping duties are not passed through completely. This is strikingly different from the case of ad
valorem barriers, which under the same specification would be passed through completely (Feenstra 1989).
* The only exception know to us is Dinlersoz and Dogan (2010).
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firm. Proper understanding of the anti-dumping duty pass-through mechanism helps improve the accuracy
of trade policies and the analysis of their welfare implications.’

The next section presents the theoretical model. The data sample, empirical procedure, and resuits are
presented in Section 3. The last section provides our conclusions and discusses possible directions for

future research.

2. Theoretical Model

Our theoretical mode] follows the literature on pricing-to-market, Our model is consistent with that of
Feenstra (1989) but uses the linear demand specification. Such a modification allows the elasticity of
demand to vary along the demand curve and therefore, as pointed in Atkeson and Burstein (2008) and
shown in Melitz and Ottaviano (2008), allows for a richer set of scenarios some of which the CES
demand specification may not capture. We use that setting to analyze the pass-through of various trade

barriers.

There are two countries, Home and Foreign. A firm located in Foreign produces the good at constant

marginal cost, C; ° The firm sells the good both in Foreign and in Home. The cost of producing and

delivering one unit of the good to the Home consumer is C,. +s, where s is the transportation cost. For

the purpose of this model, both cost components are (assumed to be) denominated in the Foreign
currency.” Home demand for the imported good is given by Q =a—bP,, where a and b are linear

demand parameters and Py is the price that Home consumers face.

In the absence of trade barriers the exporting firm profit, measured in the Foreign currency, is
Ly
H:(‘*E**—CF—S)'(G‘Z)PH), (})

where E denotes the bilateral Home-Foreign exchange rate or, more specifically, the price of a unit of
Foreign currency expressed in units of Home currency.

The profit function given by (1) is maximized at

* As Gallaway et al. (1999) demonstrated, the foreign firm’s price adjustment is a major determinant of the welfare
effect of anti-dumping duties.

® Feenstra (1989) uses a broader set of cost specifications, which is not required for our results. In our model, the
imperfect nature of competition in the Home market and the possibility of incomplete pass-through are sufficiently
captured by the exporter’s ability to adjust its price.

7 Variations in the invoicing currency may affect the exchange rate pass-through but have minimal effect on the
main results of the paper.
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We are interested in the effect of various factors on final prices of goods imported by Home.
Following prior literature on import pricing and pricing-to-market, we use the standard measure of pass-

through, commonly defined as the percentage change in the final price divided by the percentage change

in the underlying factor.

The pass-through of the overall cost (inclusive of both manufacturing and transportation) is

-1 BEC, +5),
e = T, o = (3)
FCpts)y 1 a+bE(Cy +5),

The expression in (3) is consistent with the notion that stronger competition in the Home market

(represented by a greater % ratio and a flatter demand curve) results in a smaller optimal pass-through.

In cases when only one component of the cost increases, its effect on the final price will be proportional

to its share in the overall cost.

Similarly, the pass-through of the exchange rate is also incomplete,

n_z%ﬁ—lz bE,(C, +5)
PB4t bEL(C, +5)

Eg

(4)

Next, we introduce an import tariff. Trade barriers drive a “wedge” between the price consumers face,
Py, and the price that enters the firm’s profit expression. From now on we will refer to the latter price,
mclusive of transportation cost but not inclusive of the tariff, as the “border price”, P;. In the presence of
a tariff, the relationship between the two prices is trivial, B, = F,(1+1), where ¢ is the tariff rate.
The profit of a firm facing a tariff is
I, = (i—CF —85)-(a=bB(1+1) = (~£H———CF ~s)-(a—-bP,). (5)
E E(l+1)
The solution to the profit-maximization problem in this case is
o _a. E(C, +5)(1+1)
2b 2

The optimal tariff pass-through ratio is then,

(6)

by
bl Py -P CE+s
n, = o _tHr HO 7

1+ .
Tl ey %+CE+S

® Here, the <0 subscript indicates the absence of trade barriers. This price will be used as the point reference in the
pass-through analysis that follows.
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The equivalence of (3), (4), and (7) suggests the incomplete and symmetric pass-through of tariffs,
costs, and exchange rates. While the symmetry result is consistent with the earlier finding by Feenstra
(1989) for the CES demand specification, the less-than-complete pass-through is a deviation from that
prior work and deserves a brief discussion.

The intuition behind the incomplete pass-through has been pointed out in prior literature on pricing-
to-market. First, it requires the presence of imperfect competition in the destination (Home) market and
firm’s ability to adjust its price. Second, price elasticity of demand has to vary along the demand curve ’
In our model this requirement is satisfied by adoption of the linear demand specification. Naturally, this
simplest version of the non-constant elasticity setup has its limitations. Since the extent of the pass-
through depends crucially on how much elasticity changes along the demand curve, in a more general
setting the degree of pass-through may depend on the size of a shock (maybe quote someone here).

Next, we consider an anti-dumping duty imposed by Home on the imported product. According to the
currently adopted anti-dumping practices, an anti-dumping duty can be imposed only when the price in
the importing country (“Home” in our model) is below the reference “fair value”, ¥. Under the most

straightforward approach to the fair value determination, ¥ is set equal to the price in the country of

origin, Pr, and accounts for transportation costs and the exchange rates as needed, ¥ = (B +5)E. ©1n

the case of an affirmative ruling in an anti-dumping case, the size of the duty is set equal to the “dumping
margin”, or the ratio of the “fair value”, ¥, to the price of the imported product in Home. It is important to
note that the Home price used to make this inference is the border price, P,. However, in cases when the
product in question is also subject to a tariff or a countervailing duty, those duties are also included in the
reference price. "' Using the case of free trade as the reference point, the anti-dumping duty rate is
|4
d=—-1 8)
})H 0

Since, unlike a tariff, an anti-dumping duty is directly contingent on the price in the destination
country, it can in principle be avoided by increasing Pj. This, however, does not happen automatically.
For example, the peculiarity of the AD duty setting mechanism in the United States is that, once the
dumping margin is determined, the exporter is required to post a cash deposit or a bond for every

shipment of the merchandise in an amount equal to the estimated duties owed. This effectively means that

? Otherwise, in the constant elasticity specification, the firm’s optimal markup over the marginal cost stays the same
and the pass-through is always complete. See Feenstra (1989).
 Other, more elaborate approaches to calculating the fair value also exist. These include the constructed value
approach, an approach based on “best information available” or “facts available” (Moore 2005), and others. The
specific procedure used in the calculation of ¥ is not important for our results,
" This frequently misunderstood point was carefully explained by Kelly (2010).
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the exporting firm’s price adjustment does not immediately affect the anti-dumping duty rate; that rate
continues to be based on the previously determined dumping margin.

In order for the dumping margin and the duty rate to change, the case has to be reviewed by Home
authorities.'? The review process is lengthy and may take several years. If the revised dumping margin is
different from the original one, the past amount paid by the firm is adjusted accordingly. The size of the
adjustment equals the difference between the amount previously placed as a deposit and the duty the firm
actually owes, as calculated using the newly available information. The size of the refund cannot exceed
the initial deposit plus the accrued interest.

A firm faced with an anti-dumping duty sets the new price, taking into account both its operating
profit and the projected refund amount. We model this as a one-time decision, assuming the chosen price
will apply to all the import flows from that point on." Due to the complexity of the anti-dumping duty
setting and collection, we find it more convenient to present the profit optimization problem in terms of
the border price.

The firm’s profit from selling each unit of the product in Home is similar to the expression previously

obtained for the case of a tariff,

Boap
p=fun oo (9)
I3 ;
Bvery unit sold at the new price qualifies the firm for a refund denominated in Home currency, in the
amount of
F=PBupd—V =P )=Pp(1+d)—V B, <V, or (10)
r=V.d,ifB, 2V, an

Whenever the firm’s short-term profit-maximizing price in the absence of trade barriers, Py, is below

the fair value V, both the operating profit and the total refund amount are clearly decreasing in P, in the
B, >V range. Therefore, setting F,,, >V is never optimal and the formula in (10) applies. Therefore

the total profit is

mn,, {E"iﬂgﬂﬁa_%wp +s)j-(a-beAD(l+d)) (12)

The optimal price solving the profit-maximization problem in the presence of an anti-dumping duty is

"2 In our sample period, reviews could occur by request of the exporting firm or domestic firms.

"* In principle, price adjustment can occur multiple times but, empiricaily, such occasions are rare. This is explained
by the fact that the review process is costly, lengthy, and its outcome is uncertain. Therefore we believe our two-
peried model is sufficiently accurate to capture the most important aspects of the anti-dumping process.
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: a +(V+CFE+5E)

B = 13
M ob(1+d) 22 +d) (13)
Taking (8) into account, (13) corresponds to the Home consumer price
(P (l+ad)+CLE+sEY1+d
P :_a_+( o ) P SEX ) (14)
2b 22+d)
The optimal ADD pass-through ratio is then,
-1 PP V(+d)~(CE+sE) _ P (1+d) —(CE+sE)

Map = = = = (15)

d __ .
d_1 4P, (;(2+d)[-§+cz«:+55) d(2+d)[-g+CE+sE)

Several facts about this expression are worth pointing out. First, (15) is notably different from (7)
obtained for the case of a tariff. Second, for the same duty rate, the pass-through of an anti-dumping duty

will always be greater than that of a tariff:
b o PO @ ZEC ) B +9) (P E(Cy )i+ dY
ap Ty = - =
d(2+d)(§+E(CF +s)j %+E(C,, +5) d(2+d}(§+E(CF +s)j

(16)

The above expression is always positive due to the exporting firm’s participation — in order for the firm to

be interested in entering the Home market), P, has to be greater than the cost of delivering the good to
Home, £(C,. +5).

The third important difference between the pass-through of an anti-dumping duty and that of a tariff is
that for the adopted demand specification tariff pass-through is independent of the size of the tariff
whereas the anti-dumping pass-through is strictly decreasing in . "

an,, _ 2+2d)( By — E(C) +5)) <0 an

SQ+dy (g +E(C,. + s))“

To summarize the last two points can be summarized by stating that the pass-through of an anti-dumping
duty is greater than the pass-through of the same-size tariff but that difference gets smaller as the rate of

respective duties increases.

Ay —1) __ (4 d) By ~EC, +5)
dd 2+ d)(—g +E(C, + s)j

(18)

" This is consistent with the insight from Nizovtsev and Skiba (2010), who find that the pass-through of AD duties
is smaller when the demand is more elastic. While that result is obtained for the constant-elasticity setting, it can be
generalized to the present linear demand specification where elasticity increases as one moves up along a demand
curve.

7



3. Data and empirics

In this section we test our theoretical results empirically. The main purpose of the estimation is to
compare the pass-through of the anti-dumping duties into the prices of imports to the pass-through of

other trade barriers.

3.1. Data.

The primary source of our data is the dataset contains monthly data on the US imports available from US
census. These data are available at 10-digit level of product disaggregation (the finest publically available
from the US Census) for all exporters worldwide. The dataset includes information on total value of
imported goods, total quantity of imported goods and the name of the units, the amount of import duties
paid", and the “import charge” which we use to measure shipping cost. For this study, we use the data
from April 1990 to September 2002,

We also use the information on bilateral exchange rates from the COMPUSTAT data base. We use
average monthly exchange rates.'® In the cases where multiple currencies existed during the sample
period we kept the one with the longest coverage. This applies to Romania, Turkey, Brazil, Ghana and the
countries that joined the European Monetary Union during our sample period and had their exchange
rates to the US dollar quoted in euro.

Finally, the information about the anti-dumping duties comes from the Temporary Trade Barrier
Database (Bown, 2010). We use dates of the final duty determination to determine the month in which the
anti-dumping duty was applied. We also referenced the product file that lists HS product codes at § or 10-
digit level of disaggregation. The cases that report only 6 digit products were omitted from our analysis.

In order to control for the industry cost and demand shocks we use monthly time series on shipment
values by the US manufacturers, monthly producer price index (PPI), imports price index (IPI), and
exports price index (EPI). Domestic shipments and the PP are available at 3-digit level of NAICS. EPI
and IPI are available at 2- or 4-digit level of the harmonized system. We used concordance between

harmonized system US import product codes and NAICS used in Feenstra’s trade database,

> The import duties are based on the tariff schedule and do not include AD duties or countervailing duties.
'8 Our results are robust to using the end of month rates.
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3.2. Construction of the data set,

We start by selecting anti-dumping investigations with affirmative decisions. The anti-dumping cases are
identified by the product and by the exporting country. We adopt this use of the word “case.™”

For each country-case combination we perform the following steps. First, we match the country-case
information (i.e. duty, initiation and determination dates, number of foreign petitioners) to the US imports
in all goods that belong to the same HS 6-digit categories as the goods listed in the anti-dumping case,
from all exporters. This way we have the broadest comparison group, even though not all of these
observations are used in estimation. Second, we identify’® case-related observations as those that refer to
import in a category that is subject of an anti-dumping investigation and from a country that is listed in
the country-case. Third, identify the window of analysis. In this step we decide how many months before
and after the investigation are included in the regression.

In order to focus on the immediate impact of the trade barriers, we further condition the sample in the
following way. First, cases that were initiated before the beginning of our sample period and those where
the final determinations took place after the end of our sample period are excluded from consideration.
Second, we keep a minimum of a two-year (24 month) window on each side of the case'®. In other words,
we keep only those cases that were initiated at least two years after the first month available in our trade
data and completed at least two years prior to the last month of our trade data. For comparison, Bloni gen
and Haynes (2002) use 1989-1995 monthly data, which amounts to 7x12=84 observations. We restrict the
observation window to reduce the overlapping effect of duties and to even out the “before” and “after”

time periods across the anti-dumping cases.

3.3. Comparison proup

In order to identify the effect of anti-dumping duty we need to compare imports of case-related categories
to some comparison group. This comparison group is important for tracing out changes in prices that can
be attributed to the demand and supply shocks. The comparison group can consist of the US imports of
other products within the same HS G-digit category from the same country as well as from the imports of
the same HS 8-digit category from all countries worldwide. We refer to the comparison group that
contams only HS 6-digit categories from the same country as the “narrow”™ comparison group and to the

one that also includes imports from all other countries as the “broad™ comparison group.

"7 This is an important clarification because there is also a way to identify cases that were initiated at the same time
but we do not use this mformation.
" Identifying is listed as a separate step because this is where we perform the robustness check. The window can be
identified in different ways.
¥ We verify robustness of our findings to various window length as well as to removing window restriction.
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3.4. Construction of variables

Our main dependent variable is the unit price of imports. It is calculated as the value of imports of good g
from the exporting country ¢ during month m (including corresponding import duty and import charge)

divided by the corresponding quantity:

VAL, + DUTY,, +CHA
p egm = Q
egm

In the US imports data, the units of trade volume measurement vary. We use kilograms and count of

egm

(19)

items, where available, as our measure of units. The quantity of the original data is classified according to
several different units. If the same product is measured in different units we do not concord those units
and treat product-unit combinations as unique products.

In Bown (2010), the final anti-dumping duty is reported in percentages, e.g., 25.3. In the cases when
there are qualifications and explanations in brackets after the reported anti-durping duty, we applied the
duty to the entire category. We use the reported duty as if there were no explanations but also mark those

cases for robustness check. The anti-dumping duty variable is defined as

1+4D__ /100, if m>m"

4D cegm
Tce & = v . 4 (20)
¥ 0, otherwise

where m’ is the month of final duty determination.

The other bilateral costs shifters are tariff, exchange rate, and freight charge. To calculate tariff we
divided the calculated the amount of import duty and by the import value and expressed it in ad valorem
terms similar to the anti-dumping duty:

TAR DUY’}](:gm
0 =l —
eghi VAL

egnr

1)

To calculate the per-unit shipping cost we divided the total amount of import charge by the imported

quantity,
CHA,

fc: T = — - (22)
# Qegm

The shipping cost variable differs from the other trade barrier because it is not expressed in the ad
valorem terms. This is because the shipping cost is not necessarily proportional to the value of the
shipped goods. Prior literature provides evidence that the shipping cost is not iceberg. Therefore, if
expressed relative to the value, i.e. as a percentage of price, the shipping cost is would increase when the
price decreases. Such negative relation between the shipping cost and the price would not reflect pass-

through but rather the nature of the shipping costs.

10



Estimation of path-through requires that we control for other price determinants. Such controls need
to vary by month and match to match the extensive industry coverage of our dataset. To this end we use
monthly non-seasonally adjusted Producer Price Index (PPI) to control for the changes in the prices of US
substitutes. These are taken from the PP program of census. Some of the output is exported and therefore
we control for the Exports Price Index (EPI). The Imports Price Index (IP1) is used to capture overall
changes in the prices of the US imports. IPT could vary due to changes in the costs and composition of the
foreign producers. Exporter-specific costs are harder to measure because to do so we would need monthly
costs measures or industry-level producer price indices for multiple countries. We also use shipments by

the US producers to control for shifts in the availability of domestic alternatives.

3.5. Pass-through specification

We estimate the following equation using fixed-effects estimator, where the fixed effects are defined by

as a unique case-exporter-product combination.
o AD 1 Al 1 _TAR 1 1
lnpcugm - ﬁI hl Tcagm + 182 ]cegm ln Tcegm + 3 z‘egm + ﬁz( ln Eem + IBS h‘l f(:'egm

+ ,B;PP[W + A n IPL,, + Ailn EPI, + B, InDS,, + ﬂ;g + g;egm

gm

; (23)

Cl:;, 1s the actual ad valorem tariff

where Tigm is the ad valorem equivalent of the anti-dumping duty, 7

rate, [, is the exchange rate, £, is the unit shipping cost, PPIgm 1s the monthly producer price index,

egm
. L . . . . 20 .
EPI,,is the monthly exports price index, IP] o 18 the monthly imports price index™ , DS, is the
domestic supply measured as the value of monthly shipments by the US producers and by NAICS
industry, ﬂieg is the case-exporter-good fixed effect, ]Mg, is the indicator that a given case-exporter-

product-month observation is not explicitly listed in the case. Index ¢ on [

weps indicates that the exporter-
product-month observation is related to case ¢. Interaction between this dummy and the size of the anti-
dumping duty captures the effect the duty on the prices of imports other than the product category under
consideration. Indexing variables by the case is important because imports of the same product in a given
month are potentially be related to several anti-dumping cases.

The freight rate is assumed to satisfy the exclusion restriction as in Khandelwal (2010). This
assumption is justified because all of our specifications include case-exporter-product fixed effects.

Standard errors are calculated allowing for clustering of the error terms by the exporter. This makes our

standard errors robust to heteroskedasticity and the possible correlation of the error terms within exporter

* The detailed information about the calculation of the imports and exports price indices can be found in Chapter 15
of the BLS Handbook of Methods available at http://www.bls.gov/opub/hom/pdf/liomch1S.pdf.
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across products, as well as the possible correlation of the error terms across periods within exporter
across, within and across goods.

The results of the estimation are presented in Table 1. The anti-dumping pass-through is about 0.2
indicating that a 10% increase in the ad valorem equivalent of an anti-dumping duty increases the price of
imports by about 2% in the short run. The effect of tariff varies but is not statistically significant. The cost
of shipping has a robust effect on the delivered price. A 10% increase in the unit shipping cost increases
the price of imports by about 2.5%. Not surprisingly the short-run pass-through of the exchange rates is
weak. The coefficients on the price indices are difficult to interpret because the indices are strongly
correlated. When included into regression separately,”’ each of the price indices is statistically significant
and positive. The effect of the monthly shipments on the prices is negative indicating that an increase in
shipments suppresses the prices of imports even after controlling for the price indices.

Proper control for the changes in the market conditions is crucial for the estimation of the pass-
through. In order to make sure that the insignificance of the price indices can be attributed to the

correlation among them, we construct the first principal component of the three indices.

2 AP 2 AD 2__TAR 2 2
1npcegz - ﬂl In 7'-'cegm + 162 ]cegm hl chgm + 163 7 + /84 hlj;cgm + 185 lnEem

egm

‘ (24)
+BIPIA 4 B IDS,, + B2 + 6,

The results of the estimation are presented in Table 2. The effect of the combined price index is positive,
statistically significant, and robust. The magnitude of the coefficient is not meaningful because the
combined price index combines logarithms of the three price indices.

The exporter-product-case fixed effects capture the effect of persistent differences in cost factors
specific to countries and goods. They do not however capture time-varying but exporter-specific cost
shifters such as changes in wages, cost of capital. In order to capture those we estimate set of

specifications with the exporter-month fixed effects.

3 AD 3 AD 3__TAR 3
ln pu,gl - ﬁl ln Tcegm + ﬁZ [czgm In z‘cegm + ﬂ3 I—egm + ﬁ4 En.f‘;egm

3 ~ 3 3 3
+BPL" + fInDS  + B, + o, +é

cegm

(25)

The results of the estimation are presented in Table 3. Introducing exporter-month fixed effects does
not alter our main results. The pattern of difference between AD duty and the other trade barriers is robust
to the inclusion of these fixed effects. This suggests that the exporter-product factors captured by the
fixed effects along with the time-varying indices capture the effect of the changes in the exporter prices

on the prices of the US imports.

*! Those results are not reported here for brevity and are available upon request.
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4. Conclusion

Anti-dumping duties have been singled out as an effective and therefore extremely harmful trade barrier.
An important channel for the negative welfare effect works through the change in the prices of imports.
See for example Blonigen et al. (1999). This paper contributes to the literature by directly evaluating the
pass-through of various trade barriers on import prices. We find that anti-dumping duties affect import
prices more than tariffs or exchange rates. This implies that anti-dumping measures are much more
cffective in raising price of the imported goods in a country and profits of domestic companies (if that is
the goal of a domestic protectionist policy). This may explain their prominence among trade policies used
presently.

Our pass-through coefficients are different from Blonigen and Hayes (2002) most likely due to the
fact that we use a sample that includes multiple goods and countries. The difference does however
suggest that the pass-through is possibly heterogeneous across products or exporters. We leave evaluation
of the pass-through heterogeneity to future research.

Our theoretical and empirical findings confirm the well-established result that the pass-through of
tariffs and costs (including the exchange rates) is incomplete. In fact, in our case it is not significantly
different from zero.

Our theoretical model suggests that the analysis of import tariffs cannot be automatically applied to
anti-dumping duties. This calls for a new, detailed set of models that carefully examine the effects of that

policy and the incentives it creates for various parties involved.
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