
4. Trade Preferences	

!  The Issue 
!  Who’s for free trade, who’s for protection?  

!  4.1 Models of trade preferences 
!  Interest based models 

!  Agent based models 

!  4.2 Protection and adjustment 

!  4.3 Individual trade preferences 

41 



4. Trade Preferences 
4.1 Models of Trade Preferences	

!  Interest based models (! international economics) 

!  Factor endowment model  
"  Heckscher-Ohlin / Stolper-Samuelson 

!  Basic assumptions and redistributive consequences 

!  Three factor model （Rogowski） 

!  Sector (Specific factors) model 

  " Ricardo-Viner 

!  Sector type and returns 

!  Historical Synthesis (Hiscox) 

!  Prewar vs. postwar 

!  Can these models explain multinational firms?      

!  Agent based models 
!  Strategic trade theory (= industrial organizations) 

!  Strategic trade, industrial policy, and market opening  (Yoffie & Milner) 

!  Multinationals (deductive theorizing) 

!  Multinationals and anti-protectionism (Milner) 

!  Foreign investment and protection (Milner) 42 
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4. Trade Preferences 
4.2 Protection and Adjustment	

"  Protection Length and Adjustment 
"  What explains changes in protected industries? 

! Length of protection 
! Increased protection rare in advanced democracies 

"  What explains policy loosening? （Hathaway） 

"  Conditions for Adjustment 
"  Industrial adjustment 

"  Entry-exit barriers（Aggarwal et al.） 
"  Labor adjustment and compensation 

"  Embedded liberalism and small state (! Review) 

"  Foreign investment and adjustment 
"  Naturalization and protection  

" Are these model expectations reflected in individual preferences? 



4. Trade Preferences 
4.3 Individual Trade Preferences	

!  Individual trade preferences 
 " Interpreting “skill” and “education,” gender, “out-groups” 

!  Interest based models and individual preference (Mayda and Rodrik) 
!  Factor endowment model 

!  Specific factors model 

!  Government policy and individual preference (Hays et al.) 

!  Economic perception and individual preference 

!  Self-interest model vs. Sociotropic model (Mansfield and Mutz) 

!  Remaining issues 
!  How factor ownership, groups and voters in trade policymaking (" next week)
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4.1 Models of Trade Preferences 
Factor Model 

45 Factor Endowments Model (Rogowski 1987)	



4.1 Models of Trade Preferences 
Strategic Trade Policy 

46 Strategic trade policy and market opening demands (Milner and Yoffie 1989)	



4.2 Protection and Adjustment 
Adjustment and Feedback	

47 Adjustment and protection (Hathaway 1998) 



4.2 Protection and Adjustment 
Conditions for Adjustment	

48 Protection and adjustment (Aggarwarl et al. 1987) 



4.2 Protection and Adjustment 
Labor Adjustment	

49 Globalization and compensation: Hypotheses (Burgoon 2001)	



4.2 Protection and Adjustment 
Labor Market Expenditures	

50 Openness and compensation: some results (Burgoon 2001)	



4.3 Individual Trade Preferences 
Factor endowments 

51 Factor endowments and trade preferences (1) (Mayda and Rodrik 2005)	



4.3 Individual Trade Preferences 
Factor endowments 

52 Factor endowments and trade preferences (2) (Mayda and Rodrik 2005)	



4.3 Individual Trade Preferences 
Sector Specificity 

53 Sector specificity and non-economic elements of trade preferences (Mayda and Rodrik 2005)	



4.3 Individual Trade Preferences 
Compensation	

54 Determinants of Trade Preferences and Compensation (Hays et al. 2005) 



4.3 Individual Trade Preferences 
Effects of Trade	

55 
Perceived effects of trade (Mansfield and Mutz 2009) 



4.3 Individual Trade Preferences 
Effects of Trade	

56 Self-interests, Sociotropic politics, and trade preferences (Mansfield and Mutz 2009)	


