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The dollar and the demand for protection
Thomas Oatleya and Robert Galantuccib

aTulane University; bInternational Trade Administration

ABSTRACT
Postwar trade politics in the USA have exhibited intermittent
periods of rising industry demands for protection from imports.
At present, however, we do not fully understand why industry
demands for protection rise and fall overtime. We argue that
intermittent protectionism in postwar USA has been driven by
changes in the real exchange rate. To do so, we incorporate
the real exchange rate into a basic model of sectoral trade
policy preferences to show how the number of sectors that
expect to benefit from protection grows as the real exchange
rate appreciates. We test two hypotheses generated from this
model: first that the number of antidumping and escape clause
petitions rises as the dollar strengthens and falls as the dollar
weakens. Second that competitive sectors are more sensitive
to exchange rate movements than comparatively disadvan-
taged and comparatively advantaged sectors. We evaluate
these expectations with a Bayesian statistical analysis of data
on antidumping and escape clause petitions in the USA
between 1974 and 2012. The empirical models provide robust
support for the study’s principal hypotheses.

KEYWORDS
Dollar; protectionism; trade;
trade politics

Why are American trade politics characterized by intermittent periods of
protectionism? America’s postwar trade policy has been tethered to the
multilateral system – the World Trade Organization and its predecessor the
General Agreement on Tariffs and Trade. Policymakers have used these
organizations to gradually reduce American trade barriers, and they have
done so with support from important segments of domestic industry (Bailey,
Goldstein, and Weingast 1997; Gilligan 1997). Although postwar trade liber-
alization has always faced opposition, especially from industries unable to
survive in the face of foreign competition, the strength of this opposition has
waxed and waned (see Figure 1). In some periods, such as the mid-1980s and
once again in the early 2000s, industry pressure on Congress in search of
protection from imports reached a fever pitch (Destler 1991, 2005; Pastor
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1980, 1983). Congressional leaders respond to this pressure by introducing
bills that promise to restrict trade, while pundits and policymakers question
America’s competitiveness and the unfair trade practices of America’s foreign
trade partners. Eventually, industry demands for protection dissipate and
Washington’s attention shifts to other matters.

The business cycle hypothesis is the most prominent explanation for these
periods of protectionism (see, for example, Bagwell and Staiger 2003,
Cassing, McKeown, and Ochs 1986, Gallaroti 1985, Grilli 1988, McKeown
1984, Takacs 1981, Strange 1979, Wallerstein 1987, see Rose 2013 for
a review). Such scholarship argues that economic downturns are character-
ized by increased industry demands for trade protection. Although these
studies have offered evidence consistent with the business cycle hypothesis,
the more robust evidence focuses on pre-World War II politics, while
evidence supportive of the business cycle hypothesis in the postwar period
has proven elusive. Several recent studies, for example, note an absence of
any major swing toward trade protection during the Great Recession
(Drezner 2014; Kee, Neagu, and Nicita 2013; Kim 2013). Rose (2013), in
the most extensive recent examination, tests the business cycle hypothesis
against a sample of 180 countries across 40 years. He does not find a positive
relationship between trade protection and economic downturns; in fact,
under some conditions, the author even finds that protection appeared to
be procyclical. Most importantly, Rose concludes that trade barriers “simply
do not rise systematically during downturns.” More recent work also finds
evidence that tariffs are pro-cyclical (see Lake and Linask 2016; Oatley 2015).
Hence, we lack a complete explanation for why the demand for protection-
ism rises and falls overtime.

We argue that protectionist episodes are a consequence of how industries
adjust their trade policy strategies in response to changes in the real exchange
rate. Specifically, we focus on how changes to the real exchange rate affect
aggregate and industry-specific demands for protection. First, we assert that
real exchange rate movements alter the number of sectors that have an

Figure 1. Antidumping and escape clause petition.
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incentive to seek trade protection. More sectors have an incentive to seek
trade protection when the currency is strong than when the currency is weak.
Thus, protectionist activities rise and fall in response to sustained currency
movements. Second, we argue that the impact of real exchange rate move-
ments on the incentive to demand protection are, in large part, conditioned
on the extent of a given industry’s comparative advantage.

This article is not the first to highlight a link between exchange rates
and industry demands for protection. Economists have long recognized
that devaluation and trade barriers (tariffs, quotas, and subsidies) are
policy substitutes from the perspective of an individual firm (see, for
example, Corden 1997, McKinnon and Fung 1993). Jeff Frieden, for
instance, has highlighted how American industry responded to a strong
currency in the late nineteenth century by demanding higher tariffs.

After the return to gold in 1879, manufacturers concentrated on obtaining tariffs…
A specific tariff accomplished essentially the same effect on output prices as
a devaluation, did not involve raising imported input prices, and could be obtained
relatively easily through targeted political action rather than requiring a change in
national macroeconomic policy (Frieden 1997: 375).

Similarly, Eichengreen and Irwin (2009) assert that the relationship between
protection seeking and the business cycle is conditional on the prevailing
exchange rate regime; they explain that,

[l]acking other instruments with which to address the deepening slump, particu-
larly an independent monetary policy, [countries with fixed exchange rate regimes]
used trade restrictions to shift demand toward domestic goods and, they hoped,
stem the decline in output.

Only recently, however, have political economists begun to explore the con-
nection between exchange rates and other areas of economic policy in greater
detail. For example, research has begun to explore the relationship between
reliance on intermediate inputs (Broz and Werfel 2014; Egan 2017; Gawande
and Krishna 2005) and cross-border investment and related party trade (Jensen,
Quinn, and Weymouth 2013) on exchange rate preferences (Galantucci 2015).
Our research, thus, strives to contribute to an emerging literature on this rather
fundamental question of foreign economic policy.

We develop a model of sectoral demands for protection, using the sectoral
model of trade preferences as our baseline. The model suggests that whether
a given sector seeks protection is a function of its unit costs relative to the
world price and the real exchange rate. We evaluate our expectations through
an analysis of US antidumping and escape clause petitions filed between 1974
and 2012. The analysis yields two specific findings. First, variation in the
number of demands for protection is systematically related to real exchange
rate movements. Second, the sectors that most often demand protection are
those whose fortunes are most sensitive to real exchange rate movements.
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The Real Exchange Rate and Industry Demands for Trade Protection

We derive sectoral demands for protection using an expected utility frame-
work. The expected utility for sector s from seeking trade protection is the
difference between the expected benefit the policy measure confers and the
cost associated with acquiring the remedy:

E Usð Þ ¼ PTsQs � L (1)

P is the probability that protection seeking by sector s successfully yields a trade
remedy. Ts is the benefit of protection per unit of output for sector s and Qs is
total output for sector s. L is the cost of seeking administrative trade protection.

We further defineTs as the difference between unit cost in sector s and theworld
price of the goods that sector s produces. Thus,

Ts ¼ fs � �s;w= Rþ xð Þ (2)

where fs is unit cost for sector s and Πs,w is the world price for the good
produced by sector s.

Unit cost for each sector (fs) is a function of the number of units of labor
and capital required to produce a single unit of output multiplied by the cost
of each of these factor units. Unit cost is, thus, determined by local factor
prices and the sector-specific production function. Variation in unit cost
across sectors reflects variation in the relative importance of labor and capital
in each sector’s production function.

World price in sector s equals the average unit cost for all producers of good s in
the world economy. Unit cost for a given foreign producer is determined by the
local factor prices it pays to employ labor and capital. We assume that, for every
sector, the production function is constant across national economies. As
a consequence, (fs − Πs,w) for sector s becomes the difference between local factor
prices and world average factor prices. A domestic sector that uses the locally
abundant factor intensively will have a unit cost that is lower than the average
world unit cost, while a domestic sector that uses the locally scarce factor
intensively will have a unit cost that is higher than the average world unit cost
in that sector.

The parameter (R + x) is the real exchange rate. We assume that R is the
equilibrium exchange rate, normalized to 1. The term x captures the extent to
which the real exchange rate is above (x > 0) or below (x < 0) its equilibrium
rate. Notice that the real exchange rate operates through its impact on the
world price. As the exchange rate appreciates, the world price falls. As the
exchange rate depreciates, the world price rises. Thus, exchange rate move-
ments change the value of (fs − Πs,w) by changing Πs,w.

1

1Note that our model assumes that unit cost and sector output are fixed in the short run and thus are not affected by the
real exchange rate. Additionally, themodel ignores the impact of exchange rate fluctuations on intermediate good prices
and through that channel input costs. These are important elements that can be incorporated into our approach in
subsequent work. See, for example, Egan (2017), Broz et al. (2014), and Gawande et al. (2005).
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Substituting (2) into (1) yields the full expected utility function:

E Usð Þ ¼ P fs � �s;w= Rþ xð Þ� �
Qs

� �� L (3)

A sector seeks administrative trade protection if its expected per-unit benefit
from the policy is greater than the per-unit cost of pursuing that protection:

P fs � �s;w= Rþ xð Þ� �
> L=Qs (4)

This expected utility function tells us that a given sector’s expected benefit from
protection rises as the real exchange rate appreciates and falls as the real
exchange rate depreciates. Note that at the equilibrium exchange rate, the
model’s expectations are the same as those generated by a standard sectoral
model of trade politics (see for example, Hiscox 2002). Labor-intensive produ-
cers pay a higher unit cost than the average world unit cost P(fs − Πs,w) > L/Qs

and thus derive a per-unit benefit from protection. Conversely, capital-intensive
producers pay a lower unit cost than the average world unit cost P(fs − Πs,w) <
L/Qs and do not benefit from protection. In contrast to the standard model,
however, the number of sectors that have an incentive to seek protection can
vary overtime without changes in domestic or foreign technology or production
functions or factor costs. As the real exchange rate appreciates a growing
number of sectors find that P(fs − Πs,w /(R + x)) > L/Qs. Thus, some sectors
that would not petition for protection at the equilibrium exchange rate have an
incentive to do so when the exchange rate appreciates.

Figure 2 illustrates how movement of the real exchange rate alters the
number of sectors that have incentive to seek trade protection. The figure’s
horizontal axis measures the capital-labor ratio. At the far left are those
sectors that employ significant amounts of labor and relatively little capital;
the apparel sector is the prototypical example. The importance of capital
relative to labor rises as we move to the right. The vertical axis captures the
difference between unit cost and world price. The demand for protection
schedule, the downward sloping line, plots (hypothetically) the difference
between unit cost and the world price (fs − Πs,w /(R + x)) for each capital/
labor ratio employed in the economy at a given exchange rate. The labor-
intensive sectors that fall along the interval [m, n], for which world price is
below unit cost, benefit from and thus are likely to demand protection. The
capital-intensive sectors along the interval [n, p], enjoy a unit cost below the
world price and thus do not demand protection.

Now consider what happens as a result of movement of the real exchange rate.
A real exchange rate appreciation shifts the point at which unit cost is equal to the
world price. The currency appreciation reduces the world price but not unit cost
for all sectors and thereby reduces the difference between unit cost andworld price
for all sectors. As a consequence, the set of sectors for which (Πs,w /(R + x) < fs)),
and thus the number of sectors that can benefit from protection, increases from
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the interval [m, n] to the interval [ma, na]. Conversely, as the exchange rate
depreciates the interval shrinks, thereby reducing the number of sectors that
seek protection. Thus, the number of sectors that have an incentive to seek
protection rises as the real exchange appreciates and falls as the currency loses
value.

Moreover, the model suggests that real exchange rate movements have
their greatest impact on competitive sectors. These are sectors for which unit
cost is very close to world price. For these sectors, typical currency move-
ments can move world price substantially above and below unit cost for an
extended period. Such sectors thus expect to benefit from seeking adminis-
trative trade protection when the currency is over-valued, and they limit their
efforts to obtain such remedies (and forgo the concomitant expenditures)
when the currency weakens. In contrast, the real exchange is unlikely to
affect the activities of either comparatively advantaged sectors or compara-
tively disadvantaged sectors. For comparatively advantaged sectors, those for
which unit cost is far below world price, the cost of pursuing trade remedies
typically remains above the benefit of protection. For comparatively disad-
vantaged sectors, those for which unit cost is far greater than world price, the
benefit of protection is always greater than the cost of pursuing such protec-
tion. Consequently, securing and retaining protection is a constant activity
for these sectors; however, we assume that the comparatively disadvantaged
sectors receive protection that effectively insulates them from normal real
exchange rate fluctuations.

Figure 2. Real exchange rate movement and the set of firms with incentive to pursue trade
protection.
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H1: The number of antidumping petition filings varies as a positive function
of changes in the real exchange rate.

H2: Competitive sectors are likely to file antidumping petitions, while com-
paratively advantaged and comparatively disadvantaged sectors are unlikely
to file such petitions in response to real exchange rate appreciation.

Empirical Analysis

We evaluate the theoretical model using data on administered protection
filings, antidumping petition filings specifically, in the USA between late
1974 and 2012.2 An antidumping petition is an action undertaken by one
or more companies on behalf of an entire domestic industry in an attempt to
secure tariff protection from dumping by foreign producers. Antidumping
duties are imposed if the Department of Commerce determines after inves-
tigation that imports are sold in the USA at less than fair value, and the US
International Trade Commission determines that there is material injury or
threat of material injury to the domestic industry by reason of the dumped
imports. The scope of an antidumping petition, and thus the breadth of the
affected industry, can vary. For instance, some petitions cover a wide range of
products (for example, wooden bedroom furniture; aluminum extrusions),
while others have a very specific product coverage (for example, the chemical
ammonium sulfate). In either case, the petition must be determined to
represent the affected domestic industry; in some cases polling of domestic
producers is conducted to ensure that the petition meets this criteria.
Petitions can be refiled if the initial petition is unsuccessful. Similarly,
under most circumstances, if the remedy (that is, duty) is removed for
some reason, such as through an agreement or settlement, a petition can
be filed on the subject merchandise in the future. The petitioning process
entails substantial legal fees.

We focus on administered protection because it offers an ideal measure of
sectors’ demands for protection. Measures of antidumping petitions aggre-
gate directly comparable items in each period and overtime. If in period t 25
sectors filed antidumping petitions and in year t + 1, 35 sectors filed anti-
dumping petitions, we know that the number of demands for protection
increased by 10. Hence, administered protection offers a direct and consis-
tent measure of the willingness of economic agents to dedicate resources to

2The time period under consideration extends from the final quarter of 1974 through 2012. The length of the time
series is dictated by the availability of an index of the dollar’s trade weighted real exchange rate. Indices covering
earlier years are available only for the nominal exchange rate; the US government maintained the dollar at
a fixed nominal exchange rate within the Bretton Woods system until 1973 (though it devalued against gold in
December 1971).
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the pursuit of tariff protection. Moreover, given their importance as trade
remedies, a point we return to below, period-to-period variation in adminis-
tered protection petitions should be a good indicator of broader protectionist
pressures within the political system. Moreover, our reliance on petition
filings as a measure of industry demand for trade protection is consistent
with the existing literature on the relationship between macroeconomic
factors and administrative trade remedies and thus facilitates our ability to
draw comparisons across studies (see, for example, Bown and Crowley 2013;
Grilli 1988; Knetter and Prusa 2003; Leidy 1997; Nelson 2006; Niels and
Francois 2006; Salvatore 1987; Staiger and Wolak 1994; Takacs 1981).
Additionally, antidumping petitions are an appropriate measure of industry
demands because, as noted above, a petitioner must demonstrate that the
petition is filed on behalf of the corresponding domestic industry. For these
reasons, petition filing is regularly relied on in the political economy litera-
ture as a proxy for demands for trade protection (see, for example, Broz et al.
2014,; Jensen et al. 2013 for recent examples).

There are weaknesses associated with other potential measures of demands
for trade remedies, such as a count of the number of trade bills introduced in
Congress each quarter. First, and perhaps most important, proposed legisla-
tion is often not a direct reflection of industry demands. Bills that are
introduced are also the product of the sponsoring legislator’s preferences,
as well as the constraints he or she faces within the policymaking process.3

Second, there may be a host of factors that impact the timing of bill
introductions. In contrast, industries have greater control over the timing
of antidumping petition filing. Accordingly, the decision to file a petition
bears a more direct temporal connection to an industry’s economic circum-
stances. Third, relying on trade bills requires decisions about the weight to
attach to each piece of legislation. Should one weigh an omnibus trade bill
(that might contain a large number of protectionist measures and a large
number of liberalizing measures) the same as an industry-specific tariff bill?
How should one weigh legislation that changes the rules governing the
administered protection process? For these reasons, antidumping petition
filings provide a stronger metric of industry demands for trade protection.

We evaluate two hypotheses, each of which focuses on a distinct element
of the theoretical model. We first test the expectation that the number of
antidumping petitions varies in line with real exchange rate movements. We
then test the expectation that competitive sectors are most likely to have
varying trade policy preferences by examining the relationship between
measures of comparative advantage and a sector’s antidumping petition
filing. We discuss model specification and estimation issues in detail below.

3See Galantucci (2013: 683) for a discussion of the challenges associated with trade-related bill sponsorship as
a measure of legislative preferences.
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Real Exchange Rate Movements and Antidumping Petitions

The theoretical model posits that the number of antidumping petitions that
sectors file rises as the dollar strengthens and falls as the dollar weakens.
Initially, we test this hypothesis with a Bayesian analysis of the relationship
between the absolute number of antidumping petitions filed each quarter and
changes in the real exchange rate. Each observation is a count of the number
of antidumping petitions filed in the quarter in question. The series ranges
from a low of 0 petitions to a high of 54, with a mean of 8.79.

The principal explanatory variable, exchange rate, is an 18-month rolling
average of the change to the dollar’s trade-weighted value against other major
currencies. A broad currency index is more appropriate than a bilateral
exchange rate, because the broader measure more accurately captures
changes in the price competitiveness of US traded goods producers relative
to producers in the countries with which the US trades most heavily.4

A positive number indicates a real appreciation and a negative number
indicates a real depreciation. We expect a positive coefficient on this variable:
the economy-wide demand for protection will increase as the dollar
appreciates.

We control for a number of other potential influences on the demand for
protection. The business cycle is the most important alternative hypothesis
advanced to account for short-term fluctuations in the demand for trade
protection. The business cycle hypothesis asserts that the demand protection
rises during recessions and falls during booms. We employ three macroeco-
nomic indicators to measure the economy’s position in the business cycle:
GDP growth, unemployment, and capacity utilization. GDP growth is mea-
sured as the percentage change in gross domestic product. Unemployment is
measured as annual unemployment at the national level. Capacity utilization
is the percentage of existing manufacturing capacity in use. Values for each
are calculated based on an 18-month rolling average. We expect a negative
coefficient on GDP growth and capacity utilization, while unemployment
should return a positive coefficient. We also control for import growth.
Economic theory suggests that the exchange rate and imports move together.
A stronger dollar reduces the domestic cost of foreign goods, resulting in
a greater demand for imports. A weaker dollar will raise the domestic cost of
imports, and we would, therefore, expect imports to fall. Were we to omit
import growth, we might attribute changes in the demand for protection to
exchange rate movements when in fact they are a function of greater import
competition. Import growth is the lagged annual percentage change in
imports. Although we expect a positive coefficient on this variable, that is,

4The particular index we employ is a weighted average of the foreign exchange value of the US dollar against
currencies that circulate widely in countries outside of the USA, including: the Euro Area, Canada, Japan, UK,
Switzerland, Australia, and Sweden.
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demand for protection rises in response to an increase in imports, it bears
noting that GDP growth can increase demand for imports. Accordingly, the
anticipated positive effect of import growth might be offset by concomitant
increases in GDP growth.

Finally, we control for two characteristics of the political system.
President’s party (coded Democrat = 0, Republican = 1) controls for the
president’s political party. We do not have strong prior expectations about
the direction of this effect. We also experimented with including a variable
denoting whether the quarter in question was during an election cycle. Yet,
because this election year variable was never significant, we omit it from the
reported models.5

Because the dependent variable in Models 1–3 is a quarterly count of
antidumping petitions filed, we rely on negative binomial regression. All
statistical models presented here, as well as the additional models contained
in the appendix, were run using MCMCpack in R (Martin, Quinn, and Park
2011).6

The output generated by a Bayesian approach differs from that of standard
regression. One significant difference is that Bayesian analysis generates
a distribution of coefficients rather than single fixed estimate. The “posterior
mean” is the mean value of this distribution, which amounts to the analog of
a maximum likelihood coefficient. Testing the relationship between a variable
and the outcome of interest in a Bayesian analysis is also different than in the
MLE context. Instead of relying on p-values, one determines the relationship
between an independent variable and the dependent variable by observing
the proportion of the coefficient’s posterior distribution that falls on either
side of zero (Gill 2007). The proportion of a variable’s posterior distribution
that falls above (below) zero corresponds to the probability that the variable’s
effect is positive (negative). These proportions yield results akin to frequen-
tist hypothesis testing – having a posterior distribution with 99 (95)% of the
distribution on either side of zero would be roughly analogous to the variable
being statistically significant at the .01 (.05) level. (Direct comparability of
Bayesian and MLE results requires a sufficiently large sample size and
uninformative priors. We rely on flat/uniform priors in all of the models
presented here.)

As shown in Table 1, over 99% of the posterior distribution of exchange
rate is positive, across all three models. This indicates that as the dollar
appreciates in real terms, sectors file an increased number of antidumping
petitions.

5Models containing election year variables are contained in the appendix, along with a number of other alternate
models. Information regarding our data sources, extensive robustness analysis, and replication materials are
available at the International Interactions Dataverse.

6Summary data of the posterior distribution are obtained using the coda package (Plummer, Best, Cowles, and
Vines 2002).

276 T. OATLEY AND R. GALANTUCCI



We estimated predicted probabilities from these results. The magnitude of
the effect of an exchange rate movement is large. With other variables set at
their mean values, a one standard deviation exchange rate appreciation leads
to approximately a 17% increase in the number of antidumping petition
filings in a given quarter. A dollar depreciation of the same magnitude
reduces petition filings, but they fall off slightly less rapidly than they
increase, as there is a 14% decrease in the predicted number of petitions
filed. Hence, controlling for other factors, the intensity of protectionist
pressures is highly sensitive to changes in the dollar’s value.

The models provide no evidence that a downturn in the business cycle has
a systematic positive impact on petition filings, regardless of which measure
is used (GDP growth, unemployment, or capacity utilization). Most impor-
tantly, the relationship between the real exchange rate and the demand for
protection is robust to the inclusion of these variables. Additionally, it is
critical to note that including import growth in the statistical model did not
affect our results with respect to the effect of the real exchange rate.

The political control variables warrant some discussion. President’s party
has a positive and significant impact on petition filings. Sectors file signifi-
cantly more petitions under Republican administrations than they do under
Democratic administrations. The substantive impact is large. With all other
variables set at their mean values, a shift from a Democrat to a Republican
administration is associated with approximately five additional antidumping
petitions per period. This may reflect agents’ beliefs about the relative will-
ingness of the two political parties to provide protection. If producers’
demands for protection are based at least in part on some ex ante estimate
of the probability of success, then this finding suggests, perhaps surprisingly,
that producers believe that Republican administrations are more likely to
offer tariff protection than Democratic administrations.

While these political dynamics are interesting, the more important point
for our purposes is that the inclusion of these variables does not weaken the

Table 1. The real exchange rate and antidumping petitions.
Model 1 Model 2 Model 3

Post.
Mean

Std.
Dev.

Prob.
>0

Post.
Mean

Std.
Dev.

Prob.
>0

Post.
Mean

Std.
Dev.

Prob.
>0

Intercept −8.89 4.64 .03 −8.48 4.42 .03 −9.98 4.83 .02
Exchange Rate 10.39 4.61 .99 10.07 4.37 .99 10.04 4.39 .99
GDP Growth .02 .07 .63
Unemployment −.01 .05 .40
Capacity Utilization .02 .02 .78
Import Growth .02 .02 .81 .03 .01 .99 .03 .01 .99
President’s Party .66 .15 1.00 .66 .15 1.00 .69 .16 1.00

Results from Bayesian negative binomial models with uniform priors. The table contains the posterior means
and standard deviations for each parameter, as well as the proportion of the probability density on either
side of zero, that is, the probability that the coefficient is positive or negative.
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relationship between the real exchange rate and the demand for protection.
Nor, for that matter, is the relationship between the real exchange rate and
the demand for protection dependent upon their inclusion. These variables
contribute to the explanatory power of the model, but do not affect the
significance of the primary hypothesis under investigation.

A variety of diagnostic tests suggest that the models performed well. Trace
plots and running mean plots showed no signs of trending. Geweke model
diagnostics were similarly favorable. Based on these tools, we see no reason to
be concerned with model non-convergence. The diagnostic plots and test
statistics for each parameter are contained in the online appendix.

In addition, we estimated different specifications to ensure robustness. We
included a dummy variable denoting all presidential election years, and the
variable did not have a consistent relationship with petition filing.
Accordingly, this variable was not included in the models we present here.7

We also experimented with modifying the lag period for our main indepen-
dent variable and control variables. Relying on a 2-year rolling average, for
instance, led to consistent results (see Models 13–14, Appendix).8

Next, we ran the models using alternate measurements of our dependent
variable – including a specification that aggregated antidumping and escape
clause filings. Escape clause petitions are filed under section 201 of the 1974
Trade Act. In contrast to antidumping petitions, a foreign unfair trade
practice is not a condition for a successful escape clause petition. The US
international trade commission need only determine that imports impose or
threaten to impose serious harm to the industry filing the petition. Relying
on this specification, in which we combined antidumping and escape clause
petitions, we obtained consistent results (see Models 15–16, Appendix). As
these findings suggest, antidumping petition filings appear to be a positive
function of the real exchange rate.

We also controlled for changes to the laws governing the antidumping
legislation that occurred early in our period of consideration. In particular,
Congress reduced the injury requirement applied to antidumping cases in the
1979 Trade Act. As a consequence, the injury requirement in dumping

7We do note that, in an alternative model, dummy variables denoting the 1988 and 1992 presidential election
years did return posterior distributions that were decisively positive (see Models 11–12, Appendix). This may
reflect foreign trade policy’s relatively higher salience as an issue area during the 1987–1993 period, as reflected
in public opinion polling. (See, for example, the Gallup polling data that has been compiled in the Policy Agendas
Project database, available at http://www.policyagendas.org). Outside of these two election cycles, however,
there was no consistent relationship between election years and the number of petitions filed.

8We also ran a model in which we controlled for non-US business cycles. Economic downswings abroad could lead
to more dumping to the US market, in response to a decrease in home market demand. Simultaneously,
economic recessions abroad could also increase capital flight to the USA. Accordingly, the capital inflows to
the USA might cause dollar appreciation, while there is also an elevated level of dumping activity, potentially
leading to a positive association between the dollar’s value and US antidumping petition filing. To account for
such a dynamic, we ran a specification of our model where we accounted for global (non-USA) economic cycles.
We included a measure of global growth, calculated as that part of global GDP growth not correlated with US
GDP growth. Global growth was not robustly significant and its inclusion in the model did not alter the reported
results.
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investigations became more lenient. We control for the 1979 legislative
change in our negative binomial models of antidumping and escape clause
petition filings. We create a dummy variable called institutional change,
coded 1 for each period subsequent to the 1979 easing of material injury
requirement for antidumping investigations. All other periods are coded
zero. The results of these models were consistent with those reported.
Including the variable institutional change has no substantive impact on the
other key variables in the model of antidumping petitions.

We also ran a second set of models that provide a sector-specific, rather than
aggregate, analysis. See Table 2, Models 4–6. These models are specified in
a manner analogous to Models 1–3. The dependent variable is an annual
count of petitions filed in digit-digit NAICS manufacturing categories during
the covered period. The key-independent variable, as above, is the real exchange
rate. We again include GDP growth, unemployment, capacity utilization, and
import growth as control variables. More information on the construction of the
variables and the data sources are contained in the Online Appendix.

As the results in Table 2 demonstrate, our findings are consistent with
those reported above in our prior specification. The exchange rate variable
once again has a strong positive relationship with antidumping petition
filing, with the overwhelming majority of the posterior distribution above
zero. Across all three models, the results indicate that, as the dollar appreci-
ates, industries filed an increased number of antidumping petitions. The
models again provide no evidence that a downturn in the business cycle
has a systematic positive impact on petition filings, regardless of which
measure is used (GDP growth, unemployment, or capacity utilization). As
above, the inclusion of import growth did not affect our results with respect
to the effect of the real exchange rate, and president’s party continued to have
a positive and significant impact on petition filings. The most important
result is that the relationship between the real exchange rate and the demand
for protection is robust to the inclusion of these variables.

Table 2. The real exchange rate and antidumping petitions.
Model 4 Model 5 Model 6

Post.
Mean

Std.
Dev.

Prob.
>0

Post.
Mean

Std.
Dev.

Prob.
>0

Post.
Mean

Std.
Dev.

Prob.
>0

Intercept −4.63 2.30 .02 −5.16 2.00 .0 −6.69 2.65 .01
Exchange Rate 5.05 1.98 .99 5.65 2.05 1.00 5.50 2.03 1.00
GDP Growth −.26 1.04 .40
Unemployment −.06 .05 .14
Capacity Utilization .02 .02 .85
Import Growth .00 .04 .47 .00 .04 .46 .01 .04 .46
President’s Party .52 .21 .99 .59 .21 1.00 .61 .23 1.00

Results from Bayesian negative binomial models with uniform priors. The table contains the posterior means
and standard deviations for each parameter, as well as the proportion of the probability density on either
side of zero, that is, the probability that the coefficient is positive or negative.
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Who Files Antidumping Petitions?

Our theoretical model expects the trade policy strategies of competitive
sectors to be more sensitive to real exchange rate movements than the
strategies of comparatively advantaged and disadvantaged sectors. We eval-
uate this hypothesis using data on sectoral antidumping petition filings and
measures of sectoral comparative advantage. Sectoral antidumping petition
filings are the number of petitions filed by each two-digit SITC sector
between 1974 and 2012. We employ an index of revealed comparative
advantage (RCA) as our measure of sectoral competitiveness (Richardson
and Zhang 2001). This index measures US exports in sector i as a share of US
exports in all sectors divided by world exports in sector i, as a share of all
world exports (times 100). A sectoral score of 100 or more indicates
a comparative advantage in that sector, with the size of this advantage
growing in line with the magnitude of the index score. A sectoral score
below 100 indicates a disadvantaged sector, where the severity of this dis-
advantage increases as the index falls toward zero.9

We expect the greatest number of antidumping petitions to be filed by
sectors with RCA values close to 100, and the number of petitions filed to fall
off as we move toward higher and lower values on the RCA index. The raw
data (Figure 3) suggest a pattern consistent with this expectation. The vast
majority of antidumping petitions filed between 1974 and 2012 were sub-
mitted by firms in sectors that are less than one-standard deviation away
from the mid-point of the RCA index. The three sectors that initiate inves-
tigations most frequently, manufactures of metals, general industrial machin-
ery, and inorganic chemicals, score fairly close to the mid-point of the RCA
index. In contrast, sectors with very high and very low RCA values initiate
antidumping investigations much less frequently. The apparel and accessories

Figure 3. Revealed Comparative advantage and antidumping petition.

9Richardson and Zhang calculate RCA indices at two points in time: 1980 and 1995. We rely on the 1995 RCA score
for each SITC category, as this is near the midpoint of our time series. Importantly, we also note that the RCA
scores are very stable overtime. Richardson and Zhang (2001: 8–9) note that “virtually all 2-digit sub-products
show stable comparative advantage over time.”
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industry, for example, though highly uncompetitive, filed few petitions dur-
ing the period under consideration. Footwear producers, another disadvan-
taged industry, filed none. These sectors typically seek (and often benefit
from) more permanent forms of trade protection. Nor do highly advantaged
sectors file many antidumping petitions. Pharmaceuticals, specialized
machinery, advanced materials, and other such sectors rarely filed petitions.
Thus, producers in competitive industries initiate the majority of antidump-
ing cases, while comparatively advantaged and comparatively disadvantaged
producers rarely file antidumping petitions.

Model 7 provides more systematic evidence of the relationship between
comparative advantage and antidumping petition filings. The dependent
variable is the number of antidumping petitions filed by each sector, and
we employ RCA and RCA squared (RCA2) to capture the hypothesized non-
linear relationship. The results, presented in Table 3, are consistent with the
hypothesis. The posterior distribution of RCA is overwhelmingly positive,
and the posterior distribution of RCA2 is decisively negative. This provides
strong support for the expected inverted U-shaped relationship between RCA
and petition filings. The population of SITC categories is relatively small (34),
making the confirmation of our results with Bayesian statistical techniques
particularly helpful here (Gill 2007; Long 1997; Pawitan 2001; Taylor, West,
and Aiken 2006; Western and Jackman 1994).10

We also calculated the predicted probability of antidumping petition
filings and then plotted these predicted values to illustrate the relationship
between RCA and the number of petitions per sector (see Figure 4).11 We see
very few petition filings from comparatively disadvantaged sectors. Petitions
rise quite steeply as we move toward more advantaged sectors. The predicted
number of petitions peaks for sectors with RCA scores close to 100 and then
falls off sharply as we move toward highly competitive sectors. The statistical

Table 3. Comparative advantage and antidumping petitions.
Model 7 Model 8

Post. Mean Std. Dev. Prob. >0 Post. Mean Std. Dev. Prob. >0

Intercept −1.17 1.76 .24 −6.57 2.97 .01
RCA 11.41 3.69 1.00
RCA2 −.06 .02 .00
Average Wages 7.64 2.47 1.00
Average Wages2 −1.30 .48 .02

Results from Bayesian negative binomial models with uniform priors. The table contains the posterior means
and standard deviations for each parameter, as well as the proportion of the probability density on either
side of zero, that is, the probability that the coefficient is positive or negative.

10We also ran this model using MLE, and obtained consistent results, notwithstanding the small sample size.
11The figure shows the predicted number of antidumping petition filings, by RCA score. We calculated
a distribution for the predicted number of petitions for each RCA score, and the plot shows the mean value
and spread of that distribution.
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model, thus, suggests that antidumping petitions are filed most frequently by
competitive sectors: sectors that are neither highly advantaged nor heavily
disadvantaged in international trade.

As a robustness check, we also ran the model using another (admittedly
less direct) measure of comparative advantage (Model 8). We calculated
average wages at the sector level and used this figure as a proxy for com-
parative advantage. We anticipate that higher wage levels correspond to
higher levels of comparative advantage. As above, we expect that most
petitions will be filed by industries that fall in the middle of the range –
not by comparatively advantaged industries (with high average salaries) or
comparatively disadvantaged industries (with low average salaries).
Accordingly, we again include a quadratic term to account for the anticipated
inverted U-shape relationship. Consistent with our results above, this model
suggests that industries in the middle of the distribution (that is, those
without the lowest or highest wage levels) filed more petitions.12

In summary, the relationship between comparative advantage and antidump-
ing petition filings is consistent with the expectations of our theoretical model.
Firms in highly competitive sectors are the most frequent users of antidumping
investigations. Highly advantaged firms rarely file antidumping petitions, pre-
sumably because higher tariffs offer little benefit. Heavily disadvantaged firms
rarely file antidumping petitions, presumably because their continued survival
requires more permanent protectionist measures. As a consequence, competi-
tive sectors turn to antidumping investigations with the greatest frequency.

Figure 4. RCA and predicted petitions.

12For our dependent variable, we utilized a count of petitions in each SIC category. The data on the number of
petitions by SIC category are from Broz (2010). The wage data for this model were also calculated at the SIC level.
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Conclusion

Exchange rate movements have imparted periods of protectionism to US
trade politics. Exchange rate misalignments – extended periods of an over-
valued dollar followed by an extended depreciation – have a direct impact on
firm-level fortunes. As the dollar strengthens, the positive gap between unit
cost and world price narrows and eventually, for a subset of firms, turns
negative. As world price falls below unit costs, firms gain an incentive to
pursue trade protection. Thus, the protectionist episodes that have character-
ized US trade politics since the early 1970s have been a consequence of
industry reactions to changes in their exchange rate environment.

We evaluated empirically these theoretical expectations using Bayesian
statistical analyses of administered protection filings in the USA between
1974 and 2012. The analysis supported the critical elements of the argument.
First, period-to-period variation in the number of antidumping petitions is
highly responsive to real exchange rate movements. The number of sectors
that file petitions increases as the currency appreciates and decreases as the
currency weakens. This finding holds when we include a host of economic
and political variables. Moreover, whereas real exchange rate movements had
a systematic impact on demands for protection, standard business cycle
indicators did not. Thus, real exchange rate movements offer a better expla-
nation for protectionist waves than the most likely alternative hypothesis.

Second, we found that competitive industries are more likely to file anti-
dumping petitions than highly advantaged and heavily disadvantaged sectors.
The vast majority of antidumping petitions were filed by sectors whose RCA
falls within one standard deviation of 100. Heavily disadvantaged sectors, those
with RCA values more than one standard deviation below 100, rarely file
antidumping petitions. Highly advantaged industries, those with RCA scores
more than one standard deviation above 100, file petitions only on rare occa-
sions. Our findings in this regard were similar when we used average industry-
wide wage levels as a proxy for comparative advantage. Protection seeking is,
thus, largely driven by changes in the political activities of producers in sectors
whose competitive position is highly sensitive to real exchange rate movements.

Overall, our theoretical model and empirical evidence thus suggest that an
important driver of America’s protectionist episodes has been the response of
competitive industries to exchange rate movements. The dollar has been
overvalued for extended periods since the collapse of the Bretton Woods
system in 1973. Producers in competitive industries have responded to this
overvaluation by appealing to administrative agencies, Congress, and the
White House for protection. And industry demands for protection are
reduced as the dollar weakens.

Our theoretical approach and empirical findings comport with recent
research. Much of this work emphasizes the heterogeneity of industry-/firm-
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level interests regarding the exchange rate (see, for example, Broz et al. 2014,
Jensen et al. 2013). Broz and Werfel argue that exchange rate movements will
prompt demands for protection within industries characterized by a high
degree of import penetration and a high exchange rate pass through. Our
model suggests that firms’ sensitivity to the real exchange rate varies as
a function of their production function. Our empirical findings are also
consistent with these results, as we would expect those industries character-
ized by high pass through and import penetration to be among those we have
characterized as competitive.

Our findings also contribute to the broader literature on the determinants
of trade lobbying. Just as an appreciated currency increases the incentive to
seek trade protection through petition filing, the model would also predict
greater efforts to seek import relief through other avenues, such as through
the legislature, to the extent these options are available. In that respect, the
research builds on Grossman and Helpmann (1994) and its progeny.
Additionally, our results regarding the costs and anticipated success of
a petition contribute to, and are consistent with, existing literature that
explores how lobbying behavior is driven by the ex ante understanding of
the likelihood of success (see, for example, Drope and Hansen 2004 for
a discussion of how lobbying targets committee members that are especially
powerful or committees with jurisdiction over the policy area).

Future research might usefully evaluate two concerns: whether our argument
applies beyond the US case and how we might add nuance to the argument for
the US case. We would expect the argument to apply to other economies and
currency areas. An appreciated currency will reduce the local price of traded
goods and thus reduce the competitiveness of domestic producers. Thus,
producers in competitive industries gain an incentive to seek protection as
the currency strengthens. One might also expect, however, that the way that
producers respond to exchange rate movements will vary across national
economies as a function of the institutional particularities that structure
exchange rate and trade policy making. In some economies, for instance, it
may be easier to influence exchange rate policy than trade policy, in which case
producers would be more likely to respond to a rising currency by pressing the
government to implement measures that weaken it. The implications of our
argument for a multi-member currency area such as the EU’s eurozone are a bit
less straightforward. An appreciation of the euro against the dollar, for instance,
might affect trade politics less in EU member economies than the same
appreciation of the dollar in the USA because a large proportion of EU-
member trade occurs between eurozone members rather than between the
EU and the rest of the world. Second, it could be interesting to explore whether
the factors that cause a currency to appreciate condition the domestic political
response. Broadly conceived, the dollar can strengthen either in response to
policy developments in the USA (for example, a change in the macroeconomic
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policy mix that leads to higher interest rates in the US) or in response to
developments outside the USA (an economic or financial crisis in Latin
America or Asia, for instance). It might be interesting to examine if these
different paths to a stronger dollar elicit different domestic political responses.
We look forward to investigating these issues in future work.

Data Sources

A more detailed discussion is available in the online appendix.
Antidumping Petitions: Most data from Bown (2012). Pre-1979 antidumping petitions

and all escape clause petitions from Department of Commerce Import Injury Investigation
Case Statistics Report, available at https://www.usitc.gov/trade_remedy/documents/histori
cal_case_stats.pdf . Data for models 4–8 are from Broz and Werfel (2013) and Broz (2010).

Real Exchange Rate: The Board of Governors of the Federal Reserve System. Available at:
https://www.federalreserve.gov/releases/h10/summary/The sector-specific exchange rate used
in Models 4–6 is from Goldberg (2004).

GDP Growth: Bureau of Economic Analysis; available at https://www.bea.gov/data/gdp/
gross-domestic-product. Models 4–6 from Broz and Werfel (2013).US

Import Growth: The U.S. Census Bureau, Foreign Trade Division. Available at https://
www.census.gov/foreign-trade/index.html The import growth data used in Models 4–6 are
based on the data in Goldberg (2004).

Unemployment: U.S. Department of Labor, Bureau of Labor Statistics available at https://
www.bls.gov/bls/proghome.htm#unemployment

Revealed Comparative Advantage: Richardson and Zhang (2001).
Wages The U.S. Census Bureau. https://www.census.gov/topics/income-poverty.html
Capacity Utilization: The Board of Governors of the Federal Reserve System https://www.

federalreserve.gov/releases/g17/
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