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1. INTRODUCTION 

 

More than 300 preferential trade agreements (PTA) have been signed since 1950 with variation 

in speed, scope, and design in trade liberalization. To what must we attribute this phenomenal 

growth in international trade integration? What explains the move to trade liberalization?  

 

Broadly, the economics literature points to two reasons.  The first is that trade agreements are 
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imposes is politically optimal.  In



 4

trade-restricting ability of special 
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production distortions (misallocation of resources).  But this is sufficient for the government to 

provide the protection.  Thus, the government’s commitment to free trade is not credible: sectors 

anticipate protection according to (2) and are given it.  The government behaves as if factors are 

immobile, when in fact they are not.   

 

The bottom line is that, over the long-term, there 
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4.  DATA  

 

The theoretical model’s predictions are derived in the context of a single sector in which 

producers compete with imports (plus a non-tradable numeraire sector): the sector’s optimal pre-

agreement tariff is compared with the optimal post-agreement tariff.  MR-C indicate that the 

model may be extended to a multi-sector framework.11
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countries are Argentina, Brazil, Chile, Colombia, Ecuador, Mexico, Peru and Uruguay. 12 These 

are our “Reporter” countries. 

 

In all we have data pertaining to 155 bilateral Asian and Latin American trade agreements. The 

source of tariff data is the World Bank’s World Integrated Trade Solution database, or WITS.13  

Pre-agreement tariffs for the Reporter countries as well as their post-agreement tariff schedules 

with their Partner countries are from the WITS database. The unit of observation is a reporter-

partner-sector-year, where sector is defined at the 4-digit ISIC –R3 level: which includes 155 

sectors for each Reporter-Partner dyad.  The data are annual, spanning the period 1990-2010.14 

 

The choice of regions provides rich variation across countries and partners.  Since many are 

developing countries, their multilateral GATT/
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We construct mobility measures using a regression strategy.   For a specific country, for example 
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5.2  
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agreement phase, or �˜2Y/ �˜A �˜MOB < 0.  Hypothesis 3 is tested as the nulh
.8>Y/ � ˜
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6.  RESULTS 
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Table 3 tests Hypotheses 1-4. The first column of
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7.  CONCLUSION 

 

We point to non-theory-driven hypo







Pre TA Post-TA
Reporter N Mean N Mean Mean Mean



Source: Source:
Reporter GKO (2009) AOZ (2011) mean sd mean sd mean sd mean sd

Argentina 5.25 0.963 �í0.123 0.246 �í0.012 0.035 0.025 0.022 0.026 0.024
Brazil 24.91 0.980 �í0.031 0.714 0.008 0.297 0.051 0.107 0.082 0.180



Start End Start End Start End Start End
Reporter Partner N Year Year N Year Year Reporter Partner N Yea

ra



Start End Start End Start End Start End






