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Abstract: This paper isthe firgt attempt to analyze ITC Commissioner voting behavior on sunset
reviews of antidumping cases. | first discuss differences in the determination of initia antidumping
investigations and sunset reviews. A key distinction is that in sunset reviews, commissioners must
account for the impact of dumping protection as well as competitive forces on industry conditions. |
then generate an empirical modd in order to test whether ITC decision-making adheres more closely to
congressionally mandated economic criterion or political considerations. Empirical results indicate that
ITC determinations are overwhelmingly based on the established legal framework for sunset reviews.
However, there is some evidence that factors incons stent with the established economic criterion
influence an ITC commissioner’s vote to continue or cancel antidumping orders. Such factors include
agenera bias against industries from poorer nations as well as a country-specific bias against Chinese
competitors. There isaso evidence of favorable trestments towards industries located in voting
digtricts of Senate oversight committee members. Findly, | draw comparisons to empirical results from
research on ITC voting behavior in initia investigations.
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|. Introduction

One of the mgor innovations achieved during the Uruguay Round trade negotiations (1986-
1994) was the sunset provision for antidumping orders. This provision required that antidumping
orders be removed automatically after five years unless trade officias determined that "unfair” pricing
and materid injury were likdly to result without continued protection.® In the absence of such a
provision, antidumping orders could effectively continue forever.

Inhibiting permanent protection became important to policymakers for at least two reasons.
Firgt, fundamenta industry conditions such as foreign business strategies, trade patterns, technology
and market concentration levels may have changed since the imposition of duties, causing trade
protection to become unwarranted. Second, the sunset provision was one of severa measures
proposed to generdly reign in the worldwide proliferation of antidumping orders. While the vast
mgority of antidumping orders were carried out by a smdl group of countries until the 1990s (U.S,
Canada, E.U., Australia and New Zedand), the last decade has seen an explosion of casesinitiated
by developing nations? In part, thisincrease in the use of antidumping protection by developing
countries has served as a safety net from the risks of the dramatic trade liberdization undergone by
nations like Mexico and Brazil.> More generally, however, the spread of antidumping was due to the

understandable perception by devel oping countries and other non-traditiona users that aways

! See 19 U.S.C. 1675[c]

2 During the 1980's, traditional users of antidumping policy initiated over 95% of the worldwide casel oad of

approximately 1600 cases. Beginning in about the early to mid-1990s devel oping countriesinitiated close to
half of worldwide caseload. See Prusa (1999) for a complete discussion on the proliferation of antidumping.
% See Miranda, Torres and Ruiz (1998)



sarving as the target of duties was Smply unfair.* Moreover, at least one empirica study found that
developing countries were more likely to be found guilty of injurious dumping by the U.S.>

Thereisasubgtantid literature on initid antidumping decisons. Some researchers have
asserted that the determination processin initid antidumping cases is skewed againg the foreign
industry, regardless of its status as atraditiona or non-traditional user. A few papers have looked at
thisissue with regard to the Department of Commerce (DOC), which solely determines whether
dumping has occurred.®

The mgority of analyss, however, has focused on the Internationd Trade Commission (ITC)
and the process by which it determines materia injury.” Theam of severa of these studies has been
to test the degree to which ITC commissoner voting is consstent with the antidumping rules and
procedures established by congress. The dternative hypothesisin such testsis that factors other than
the economic variables congstent with congressond trade statutes (henceforth referred to as
“politicd” variables) affect ITC determinations. Moore (1992) and Hansen and Prusa (1997) find
that politicd variables, including congressiond influence, affect ITC decison-making. DeVault
(1993), Finger, Hall and Nelson (1992), Badwin and Steagdll, (1994) and Herander and Schwartz

(1984) dso find that political factors, excluding congressond pressure, influence ITC

* Antidumping duties are typically severe. According to Prusa (1999), the median antidumping duty was
16%, approximately four times the average MFN tariff average for goods produced by the same industry.
Also, 20% of antidumping orders had duties exceeding 50%, while 10% of orders had duties exceeding
100%. Clearly, antidumping duties can be prohibitively high.

® See Moore (1992). An opposing conclusion isfound by Finger, Hall and Nelson (1982).

® See White (1995) and Botluck and Litan (1991).

"The DOC must first conclude that dumping has occurred before the I TC can make its final determination on
whether material injury resulted from such dumping. Therefore, positive determinations from both the DOC
and the ITC arerequired to levy antidumping duties.



determinations® Finally, Anderson (1993) finds that, on the contrary, there is no evidence that ITC
commissioners base their voting decisions on political congderations.

Another reason more attention has been paid to the ITC than the DOC isthat the latter
amost dways finds dumping to have taken place. It is much less certain, however, whether the ITC
will determine that dumping has led to the materia injury of U.S. firms® Perhaps because of this
non-uniformity in the ITC's determinations, its behavior receives much greater scrutiny.

Since U.S. sunset cases were only initiated in July of 1998, researchers have been limited in
their ability to produce academic studies on the subject. An exception is Moore (1999), who finds
that the DOC is biased towards finding evidence that dumping will occur if duties are removed. To
my knowledge, no articles have appeared which analyze the behavior of ITC commissonersin
aunset reviews. The following study is an attempt to fill thisholein the literature.

An argument can be made that the behavior of ITC commissioners has aready been
andyzed sufficiently, and that applying the same tests from past sudies of initid antidumping casesto
sunset review datais of limited value. However, the determination process in sunset reviewsis
fundamentdly different than regular antidumping cases. This difference liesin the fact that regular
antidumping cases andyze whether dumping and materid injury have dready occurred, while sunset
reviews determine whether dumping and materid injury will occur in the future if duties are

removed. Therefore, sunset reviews are fundamentally prospective in nature.

8 DeVault (1993) and Finger, Hall and Nelson (1982) find different measures of industry size significantly
related to I TC decision-making. Baldwin and Steagall (1994) find a measure of total import penetration
significant. Finally, Herander and Schwartz (1984) find that the number of firmsin the domestic industry, a
proxy for lobbying effectiveness, influences I TC determinations.

® From 1980-1997, the DOC found evidence of dumping in more than 95% of all cases. During the same
period, the ITC found evidence of material injury in approximately 50% of al cases. See Prusa (1999).



Andyzing ITC voting behavior in sunset reviews isimportant in part because it alows
economigs to analyze how the decision to remove antidumping protection differs from the decision
to implement such protection.” Interpreting economic conditions within the context of a protected
market (i.e. after dumping duties are dready in place) poses a new and consderable task for the
ITC, ance commissioners must disentangle the effects produced by competitive factors versus those
produced by duties. Unless these causa factors can be separated, there is no way to predict the
impact of dismantling adumping order. Origina dumping cases, on the other hand, only require the
ITC to determine the effects of various competitive factors on the domestic industry.

As such, models of commissioner voting behavior on sunset reviews must differ from those
used on origind cases. Therefore, econometric tests performed in this paper contain variables that
pertain specificaly to sunset reviews and, thus, have yet to be included in previoustests of ITC
decisonr-making. Moreover, certain variables used in origind dumping cases are interpreted quite
differently in sunset reviews, even to the point where the expected effect undergoes asgn reversa
once the context shifts from an origind to a sunset case. The results of these tests, however, are
reasonably condstent with smilar studies gpplied to origind dumping cases. In sum, thereis
overwheming evidence that the ITC uses the congressonaly mandated criterion, including variables

that apply specificdly to five-year reviews, in its decison to continue or revoke dumping orders.

0 Testing I TC adherence to sunset regulation is also interesting because of the serious reluctance held by
U.S. policymakersto implement afive-year review process. Although most of the traditional users of
dumping policy showed a general resistance to antidumping reform during the Uruguay Round, the U.S. was
the only tradition user besides New Zealand that had not already implemented a sunset policy. See Horlick
(1993) for adiscussion of U.S. and E.U. resistance to antidumping reform during the Uruguay Round.



However, there is a'so some evidence that certain political factors influence ITC voting on sunset
reviews, including congressiona pressure™*

The organization of the rest of the paper isasfollows: in section 11, | provide background
information regarding the process of U.S. antidumping determinations and the agenciesinvolved in
thisprocess. In section 111, | discuss some noteworthy differences in the determination of sunset
reviews and originad dumping cases. In sections |V and V, the data and econometric model used to
andyze ITC voting behavior in sunset reviews are covered. Findly, in sections VI and VII, | present

results, asummary of the paper’ s findings and some concluding remarks.

|I. Background

The ITC isan independent, quasi-judicid government agency that administers U.S. trade
remedy laws (including issues such as patent and copyright infringement as well as dumping) and
provides information to the President, Congress and U.S. Trade Representative regarding trade
policy. It conssts of Sx commissioners and alarge saff of lawyers, economists and other assigtants.
ITC commissioners are appointed by the president and approved by the Senate for a non-renewable
nine-year term. No more than three commissioners may belong to asingle politica party.

Ininitid antidumping cases, the ITC makes a preliminary decision on whether imports

susgpected of dumping are causing or threstening the U.S. industry with materid indudtry. If this

1t should be mentioned that I TC adherence to the sunset statutes does not imply an economically sound
five-year review process for antidumping orders. Thus, the focus of this paper will not be to analyze
whether theinjury test in sunset casesis appropriate, but instead whether the I TC follows the rules when it
issuesitsdeterminations. Hopefully, future research, analogous to Moore's (1999) analysis of DOC sunset
procedure, will examine whether the ITC' Sinjury test in sunset reviews makes economic sense.



preiminary decision is positive, the case is handed to the Internationd Trade Adminigration (ITA),
an agency of the DOC, which determines whether dumping has taken place.

Dumping is defined as sling a a price in the U.S. below the price offered in the home
market, after adjusting for transaction costs and quality or quantity differences of the sold good.*? In
cases where no home-market exigts (i.e. the foreign industry exports its entire output), or the home
priceis not determined by market forces (i.e. prices are government-controlled), the "fair” price must
be estimated by the DOC. Thisinvolves either attempting to calculate the product's average cost, or
using prices offered in third markets.™

If the DOC finds that dumping has occurred, the case returns to the ITC, which must make a
find determination on whether such dumping has lead to (or threstened) the domestic industry with
materid injury. Each commissoner cagts asingle vote, with a 3-3 tie resulting in an afirmative
determination.

Once the order isimplemented, changed circumstance and adminidrative reviews dlow the
foreign industry to seek the cancellation or lowering of duties based on a newly accessed dumping
margin by the DOC. Since adminidtrative reviews do not require proof of continued materid injury to
the domestic industry, it iseasier for U.S. producers to remain protected once an order has been set
in place. Moreover, even if dumping and/or injury cease, duties will continue unlessthe foreign
industry can prove to the DOC that its pricing behavior has changed.

In sunset reviews, however, it is the responsibility of the domestic industry to pursue

continued protection. If no domestic party shows sufficient interest (i.e. doesn't reply to anotice of

12 See USITC Publication 2900 (1995).



initiation of review published in the Federd Regiger), the order will automaticaly be cancelled.
Moreover, if the order isto remain in place, proof of both dumping and injury is required. In this
sense, sUnset reviews involve the same process as origind dumping cases, wherein the DOC and
ITC make decisons regarding dumping and materid injury. However, the criticd differenceisthat in
sunset reviews, the ITC and DOC must decide whether materid injury and dumping are likely to
take place, not whether they have already taken place. Sunset reviews, therefore, requirethe ITC
and DOC to make predictions about the impact of removing antidumping duties.

In the Trade Agreement Act of 1979, Congress specified variables that the Commission
should congder in its materid injury determination of origind antidumping cases, such asdeclinesin
output, sles, market share, profits and wages. Similarly, the Uruguay Round Agreements Act
(URAA) of 1994 has ingtructed the Commission to congder variables appropriate to the
determination of sunset reviews. Commissioner reports from sunset reviews consstently satethat. ..
“Although the gandard in five-year reviews is not the same as the standard gpplied in origind
antidumping and countervailing duty investigations, it contains some of the same fundamentd
dlements”™* In generd, the Commission must consider variables contributing to the “likely volume,
price effect, and impact of imports of the subject merchandise on the indudtry if the order is
revoked.”

Inorigina cases, ITC commissoners mugt first determine if the domegtic industry has been

materialy injured, and second, if the foreign industry under question isrespongible for thisinjury. In

3 Some of the reforms achieved during the Uruguay Round dealt with the controversial method by which
the DOC was estimating costs. See Mastel (1998) for adiscussion of antidumping reforms produced by the
Uruguay Round.

¥ All commissioner reports from sunset reviews are available on the ITC’s homepage: WWW.USITC.GOV
' See 19 U.S.C. 16754, section 752.



sunset reviews, ITC commissioners dso must contend with two questions. The first is whether
dumping at Sgnificant quantitiesis likely to occur if duties are removed. Here, the ITC andyzes not
only the likely pricing strategy of the foreign industry, but also its ability to increase or shift production
from third marketsto the U.S. a significant levels.

The second question is whether the domestic indudtry is hedthy enough to withstand
dumping by the foreign industry. Thus, the Commission analyzes not only potentid drategies of the
foreign industry, but aso the vulnerability of the domestic industry to these dtrategies. As such, the
ITC might remove an order even if it assumes the foreign industry will attempt to dump inthe U.S,,
50 long as the domestic indudtry is hedthy enough to withstand such an attack. Similarly, an
antidumping order may be removed even if the domestic industry isin poor-health, so long asthe

foreign indudtry isunlikely to dump at threstening quantitiesin the U.S.

[11. Sunset Reviewsvs. Original Antidumping Cases

As discussed above, sunset reviews differ from origind antidumping casesin thet origina
cases ded with dumping that may have aready occurred, while sunset cases concern dumping that
may occur in the future. In abroader sense, original cases resut from difficulties associated with free
markets, while sunset reviews arise in the midst of distorted markets due to antidumping duties. An
interesting novelty that arises from this difference is that the interpretation of certain key variables

aters sgnificantly when the perspective switches from an origind to a sunset case. For example, a



high degree of subject import penetration of the subject good is usualy evidence of injurious dumping
inan origina case, while it can be evidence in a sunsat case that injurious dumping islesslikely. The
rationde behind this latter interpretation isthat if the foreign indudtry is able to compete even in the
presence of AD duties, then dumping is probably not its primary strategy. Evidence of thislogicis
seen in the published I TC opinion regarding dementd sulfur imports from Canada:

“Consequently, [the] impogtion of the antidumping finding [has't] caused any substantia variation
in dementa sulfur from Canadain the U.S. market. This pattern suggests that the revocation of the
antidumping finding...is not likely to lead to any sgnificant increase in subject importsinto the U.S.
market.”'®

Thus, increasing the degree of subject import penetration may decrease the possibility of an
afirmative ruling in a sunset case even though it increases the probability of an affirmative ruling in an
origind case.

In other Situations, however, the ITC views a higher degree of subject importation as
evidence that injurious dumping will actudly increese if duties are removed. Consider the ITC
opinion regarding heavy forged hand tool imports from China:

“...[T]he continuing presence of subject imports in the market, despite the presence of antidumping
duties, is an indication that subject foreign producers and exporters and U.S. importers have the
contacts and digtribution network necessary to support an increasein volume.”"

In light of these conflicting perspectives, the expected impact of subject import penetration on
ITC voting is ambiguous in snset reviews, despite the fact that its predicted sign is dways poditive in

tests performed on origind dumping cases.

18 Conmissioner opinions for sunset reviews are available at http://205.197.120.60/cinv/sunset.nsf. See case
AA1921-127.
"I bid. See case 731-TA -457-C.
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A more subtle example of how the same variables can be interpreted differently in origina
and sunset casesis found in domegtic industry hedth indicators such as changes in industry shipments
or capacity utilization rates. In origind dumping cases, declinesin these variables are used as
evidence that dumping by the subject country hasinjured the U.S. industry, thereby increasing the
probability that duties will be implemented. In sunset cases, a decrease in these variables al'so
increases the probability of an affirmative determination, but for somewhat different reasons. Since
the impogtion of duties often forces the foreign industry to raise its price or exit the U.S. market,
domestic industry hedlth at the time of asunset caseislinked lessto subject pricing strategies than to
other competitive forces. Therefore, domestic hedth variables serve smply as an indication of how
vulnerable U.S. firms are to potentia dumping.

If the link between subject pricing and current domestic hedth isindeed tenuous during
sunset reviews, then perhgps the ITC shouldn't even consder such variablesin its determination
process. Without question, monitoring indusiry hedth ininitid investigations is necessary to
determine whether dumping has led to the materid injury of domestic firms. Evidence of poor hedth
in sunset reviews, however, smply indicates that domestic firms are more susceptible to dl foreign
competition, whether it is“fair” or not. In this sense, sunset reviews are a step closer to so-cdled
“Safeguard” cases, inwhich aU.S. indudry is granted trade relief from “fair” but highly damaging
foreign competition.

I nterpreting changes in domestic hedth variablesis aso problematic because it requires the
ITC to determine whether such changes are due to shiftsin competitive factors or smply the result of
antidumping protection. For example, if duties are ultimately resporsible for an increase in domestic

capacity utilization levels, then removing duties will probably be followed by areturn to lower rates.

1



On the other hand, if increased efficiency is the causd factor, then removing duties will not
necessarily affect utilization rates.

Predicting whether injurious dumping will occur in the future, therefore, isafar more subtle
affair than smply accessng whether a set of explanatory variables has increased or decreased.
Moore (1999) strongly criticizesthe DOC for rigidly adhering to a set of rules (regarding the
movement of certain explanatory variables) when determining the likelihood of future dumping,
especidly when these rules dmost inevitably lead to an affirmative ruling. Judging from commissoner
reports, however, the ITC seems more likely to consder the broader context in which economic

conditions and variables are evolving.

V. The Data

From July of 1998 until the end of 1999, five-year reviews for antidumping orders st in
place prior to 1995 were initiated. Despite the age of many of these so-cdled “trangition” orders
(out of 269 totd cases, 31 date back to the 1970s and 140 to the 1980s) the ITC considered the
same determinants here as they continue to use with orders established after 1995. For this reason,
gatigtica analysis on the transition casdload serves as a reasonabl e representation of how sunset

reviews are determined.®®

'8 Moore (1999) suggests that transition sunset reviewsinvolve different considerations than non-transition
reviews, since the former casel oad was implemented with pre-WTO antidumping practices. For example,
ordersimplemented before 1984 were not subject to cumulation (the process wherein the collective effect of
all foreign dumping is considered in the determination of each country’s guilt). However, since these orders
represent less than 14% of the sunset reviews decided by I TC voting, there shouldn’t be serious concern
regarding the effect this has on test results.



Among the 269 sunset reviews initiated during this eighteen-month period, there were 68
cases in which no response from domedtic interests led to the automatic cancellation of antidumping
orders. Since such cases are decided without votes from ITC commissioners, they have been
removed from the data set.*® Each of the remaining 201 cases involved usudly six (though
sometimes four or five) votes from commissioners to continue or revoke antidumping orders.®

Affirmative determinations were reached in 142 of these 201 cases, meaning that ITC
commissioners voted to continue antidumping orders approximately 71% of the time. Theremaining
59 cases led to negative determinations. It seems certain, however, that a portion of the “no
domestic response’ group conssts of cases in which domestic industries believed a negative
determination was the probable outcome. Thus, it's somewhat mideading to say that the ITC ruled
to continue dumping orders 71% of the time, Snce this figure would perhaps be lower if al 269
cases had reached the voting phase.

In Table 1, the sunset casdload is separated by region.  Because the affirmative sunset
determination rate againgt Japan is actudly below the overdl average of 71%, it seemslikdy that if a
bias againg this country did exig, it has Snce disgppeared. On the other hand, if any country

appearsto face anegative bias, it's China, with its driking affirmative determination rate of 96%. Of

9 Many of these ‘ no domestic response’ cases involve non-manufacturing industries. Since the industries

that participated in full sunset reviews (and thus make up the data set used in this paper) are almost entirely

manufacturers, results drawn from econometric tests that follow should not be applied to non-manufacturing
industries, in order to avoid selection bias problems.

% See the appendix for all data sources aswell as an additional discussion of the variables.

21t seemslogical that if an industry knows it's not going to receive continued protection, it might avoid the
considerable expense involved in participating in an antidumping case. On the other hand, thereis strong
evidence that by simply pursuing antidumping protection, U.S. firms can alter foreign trade practices, even
prior to final determinations by the DOC and ITC. SeeFinger (1981) for a discussion of the “ harassment”
factor in antidumping cases.
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coursg, it'simpossible to confirm such suspicions before controlling for the many factors that
influence sunset determinations.

Table Il presents the dataset according to 3-digit North American Industry Classfication
System (NAICS) code. The 3-digit industries with the largest number of cases, chemicas and
primary metals, have determination rates not far from the overall average rate of 71%. However,
since stedl goods span severd 3-digit SIC codes, quick conclusions are avoided regarding any

positive bias this industry might receive.

V. The Econometric M odel

Although we are attempting to explain voting behavior in sunsat reviews, the underlying
decison rule used by commissioners is unobservable to the public. Since only the vote to actualy
continue or revoke a dumping order is observed, a binary discrete choice mode is most appropriate.
In keeping with prior research, commissioner i’ s voting decision can be written as™:

V=1 ifa; +Xjb > e
=0 otherwise,

wherey; is commissioner i’s decision regarding sunset case j, with avaue of 1
corresponding to a vote to continue duties. The row vector X isthe set of indegpendent variables
used by commissionersin their decison-making rule, which vary by casej. The column vector b

contains the estimated coefficients, and | also include commissioner-specific fixed effects with the

% Moore (1992) was the first paper to model I TC voting behavior using individual commissioner votes.
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intercept parameter a;.>* Findlly, e; is assumed to be normally distributed with a mean zero and a
variance of one, making this astandard probit specification.

The explanatory variables can essentidly be broken down into two categories: thefirst are
variables representing the economic criterion the I TC has been mandated to consider in their
decison-making (though such criterion would not necessarily be approved by a consensus of trade
economists). The second set are “paliticd” variables, in the sense that they should theoreticaly play
no part in the decison of acommissioner’ s vote to continue or revoke antidumping orders.
Ultimatdly, the purpose of this paper is to test whether the coefficients on this second set of variables

arejointly equa to zero.

Economic Variables

Most research on I TC decision-making use data drawn from published ITC commissoner
reports. However, in many instances, key figures are removed in order to protect the privacy of
both domegtic and foreign firms. Since the remova of data occurs more often in cases involving
particular industries, sample selection bias issues arise. By drawing foreign and domestic datafrom
other sources, this problem is avoided (see the appendix for dl data sources and additiond
discussion of the variables). The drawback of these other sources, however, is that they contain

dataonly for more aggregated industries that contain the particular commodities under review. The

% A second option for modeling I TC voting behavior isto allow the bs to vary by commissioner. A third,
and probably the most commonly employed, isto use the overall ITC determination as the independent
variable, rather than individual commissioner votes. Favoring this last approach, Hansen and Prusa (1997)
assert that commi ssioner-specific analysis possibly |eads to biased results due to strategic voting behavior.
For example, acommissioner may vote negative in order to appear immune to certain political pressures, as
long as that commissioner knows that the final determination will be positive. To avoid this potential

bias, the authors analyze overall ITC decisionsinstead.
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result is that econometric tests performed on these aggregated data will produce inflated standard
erors, dthough coefficient estimates should il be unbiased.

Foreign Industry Variables. Key foreign industry variables that the Commission takes
into account include capacity utilization rates and tota production capecity. The rationade behind the
fird variableisthat if the foreign indudtry is currently operating at full cgpacity, its ability to increase
production earmarked for the U.S. islimited. Moreover, if foreign total production capacity isonly a
minor fraction of the U.S. market for that good, its ability to damage the domestic industry with
dumped goodsis dso limited.

Unfortunatdly, data on these varigbles are either unavailable or avallable a only an extremely
generd level of commodity specification and, thus, bear little information on the specific commodities
involved in sunset cases. To proxy for aforeign industry’ s capacity to dump in the U.S. market, |
have ingtead included the ratio of the vaue of total world exports of the good by the subject country
(which isavalladle at the more specific commodity leve) divided by the totd U.S. industry shipments
of the subject good. Thisisadmittedly a crude means of capturing the leve a which aforeign
industry can dump in the U.S., since exports to other countries cannot al be suddenly diverted to the
U.S. Neverthdless, theratio of foreign exportsto U.S. shipmentsis a reasonable gpproximeation of
the maximum U.S. market share aforeign industry can obtain by dumping.

Another foreign economic variable the Commisson consstently employsisthe level of
import penetration of the subject good held by countries other than the one involved in the particular
sunset review. Commissioners seem to believe that if severd countries have a substantial combined

gakein the U.S. industry, then the market for the subject good is probably operating at a reasonably

16



high degree of international competition, and therefore less vulnerable to injurious dumping.*
Moreover, if the order is revoked and dumping resumes, the burden of such dumping would be
shared by awide array of non-U.S. firms. For these reasons, the expected effect of an increasng
degree of non-subject import penetration is to decrease the likelihood that a commissioner will vote
to maintain duties®

Another foreign economic variable included in the model isthe leve of import penetration of
the subject good held by the subject country. Unlike the leve of nontsubject foreign penetration, the
effect of this variable is somewhat ambiguous, as discussed previoudy. On the one hand, if the
subject country currently has a negligible presence in the U.S. market, the remova of duties might
not recreste the optimal conditions that invite or even alow dumping to resumein the U.S. a
sgnificant quantities. From this perspective, a higher degree of subject import penetration should
increase the probability that a commissoner will vote to continue duties.

On the other hand, if the subject country continues to import heavily to the U.S. even after
the imposition of duties, then “unfair” pricing was probably not its primary export strategy and
injurious dumping islesslikely to resume if the order isrevoked. Inthislight, alarger degree of
subject import penetration should decrease the chance that a commissioner will vote to continue

duties Empirica results will hopefully reved which effect dominates I TC voting behavior.

# An example of theimportance of non-subject market penetration is seen in commissioner Askey ‘s opinion
regarding pre-stressed concrete wire strand imports from Japan: “ Given the domestic industry’ s dominance
of this market and strong competition from non-subject imports, it is unlikely that Japanese producers would
be able to re-establish their prior market share within areasonably foreseeabletime.” See case A -588-068.

%t sinteresting to note that although alarger degree of non-subject foreign penetration usually impliesa

diminished market share for U.S. producers (and thus a greater degree of domestic vulnerability), the ITC
focuses instead on how the subject industry’ s dumping potential isimpacted.

17



The Commisson is dso directed to congder the foreign pricing and volume behavior that
preceded the antidumping order. If such behavior is any indication of what awaits domestic firms
once duties are removed, then foreign indudtries origindly found guilty of dumping at the highest
margins are the more likely to face tough scrutiny at the ITC (and the DOC). Thus, avariable
messuring the origind dumping margin isincluded in the mode, with the expectation thet the higher
the margin, the grester the likdlihood that the ITC will ddiver an afirmative ruling.?

Thefind variable to be included in the economic modd isadummy variable indicating
whether the foreign industry participated in the review process. Unfortunatdly, alack of foreign
participation often forces the ITC to rely on domestic reports of foreign industry data, despite the
fact that such information usually appears biased in favor of continuing duties® 1n an idedl setting, of
course, controlling for this potential bias would be unnecessary, and the ITC would be able to gather
al pertinent information without the help of the foreign industry. Under current conditions, however,
the predicted impact of foreign participation is to increase the probability that a dumping order will
be revoked.

It isworth noting that out of the five foreign “economic” variables included in the modd, only

the dumping margin and subject import penetration variables have been included in tests of ITC

% The DOC supplies the I TC with a predicted dumping margin which is then included in the sunset injury
test. The DOC isadvised by the URAA Statement of Administrative Action (SAA) to report, under
“normal” circumstances, the original dumping margin rather than margins calcul ated at subsequent
administrative reviews (SAA 1994; pg. 890). Therefore, using the margin from theinitial investigationisa
reasonable proxy for the predicted margin reported by the DOC. For adiscussion of thisissue, see Moore
(1999).

7 A failureto participate by the foreign industry is also viewed by some commissioners as a tacit admission
of guilt (i.e. that dumping will resumeif duties are removed). Inthe sunset review involving pre-stressed
concrete wire strand from Japan, the majority view writesthat: “In the absence of such record information,
and based upon the absence of Japanese producers...to respond adequately to the Commission’s
information request, Chairman Bragg infersthat, if available, such information would further support the
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voting behavior on origind dumping cases. This highlights the fact that different consderations are
involved in the implementation and the remova of antidumping duties.

Domestic Industry Variables: Asmentioned in Section 11, the ITC isdirected to consider
the potentid volume and pricing behavior of the foreign industry as well as the degree to which the
domedtic industry is vulnerable to such behavior. Domestic profits are an excellent indicator of
industry hedlth, but this datais usudly unavailable to the public to protect corporate privecy.

Therefore, in order to proxy for the hedth of U.S. industries seeking to maintain antidumping
protection, variables measuring the percent change in both shipments and capacity are included in the
model. Asdiscussed above, the predicted effect isthat an increase in each of these variaboles will

lead to a decrease in the likdihood that a commissoner will vote to continue duties.

Political Variables

I ndustry Size: while the Sze of an industry should play no part in whether it merits
antidumping protection, it seems reasonable test whether the ITC is more sympathetic to industriesin
which more U.S. jobs are at stake. Thus, a variable measuring industry employment at the 6-digit
NAICSlevd isincluded in the mode. In research on origind dumping cases, Finger, Hall and
Nelson (1982), Moore (1992) and DeVault (1993) dl find evidence that larger industries receive
favorable treatment at the ITC, while Baldwin and Steagall (1994), and Hansen and Prusa (1997)

find no evidence of such ahias.

conclusion that revocation of the antidumping finding will likely result in significant volumes of subject
importsto the United States.” See | TC case A -583-068.
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Regional and Industry biases: Besdes favoring high-employment indudtries, it is
worthwhile to test whether the sted industry, the most frequent user of antidumping protection,
receives (undeserved) pogitive treatment in sunset reviews. Indeed, Hansen and Prusa (1997) find
evidence of apro-sted biasin origind dumping cases.

A dummy variable for casesinvolving Chinais aso included in order to test whether the
country’s poor record in sunset reviewsis due more to the economic fundamentas of each case or,
instead, a negative bias. While no previous research has tested for an anti- China bias, Hansen and
Prusa (1997) and Moore (1992) both fail to find evidence that Japanese industries face a negative
biasat the ITC.

Congstent with Finger, Hall and Nelson (1981) and Moore (1992), | include a variable for
Less Developed Countries (LDCs). That LDCsindustries were more likely to face anegative biasin
dumping cases seemed logicd at one time, not only because they had fewer financid resources to
defend themselves, but aso because L DCs governments were unlikely to file their own antidumping
orders againg traditiona userslike the U.S. Although developing nations now initiate as many
antidumping cases as traditiona users, it still seems worthwhile to ask whether poorer nations receive
equa treatment in U.S. antidumping cases. However, since the divison separating LDCs and non
LDCsisdrawn somewhat arbitrarily, a variable measuring the subject country’s GDP per capitais

included in the model, as opposed to the traditiona LDC dummy varisble?®

% This ideawas suggested by Shankha Chakraborty.



Congressional I nfluence: Previous research suggests that the source of congressiond
influence on the ITC stlems more from its control over the agency’ s budget than itsrolein the
confirmation of commissoners ((see Moore (1992), DeVault (1993), Anderson (1993), and

Hansen and Prusa (1997)). The purpose of granting congressiona control over the agency’s
gopropriations was to hinder Presidentid interference in the ITC sdecisons. Theresult isthat unlike
funding for most U.S. agencies, appropriations for the ITC are determined exclusvely by Congress.

Congressond oversight of the ITC is carried out by trade subcommittees from both the
House Ways and Means Committee and the Senate Finance Committee. Therefore, | have mapped
indudtries involved in sunset reviews to production facilities in the voting didtricts of members of both
trade subcommittees. The expectation is that industries with plant facilities located in voting districts
of oversght committee members are more likely to receive antidumping protection.®

Findly | control for commissioner-specific fixed effects by including dummy variables for
each commissioner. By smply perusing voting records from sunset reviews, it appears that some
commissoners have a greater tendency than others to favor the continuation of antidumping orders.
Econometric testing should reved whether these observed patterns are due more to the influence of
the explanatory variables (which are summarized with their expected sgnsin table I11) or instead

based on the biases of certain commissoners.

% Hansen and Prusa (1997) also include a variable measuring PAC contributions from protection-seeking
industries to oversight committee members. They find evidence that such contributionsinfluence original
case determinations.
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V. Reaults

Table IV summarizes probit estimates for the economic modd (political variables excluded)
and the full modd (containing both poalitical and economic variables) of ITC commissoner vating
behavior on sunset review cases. The overdl fit of both modesis amilar to previous tests on origina
dumping cases, with the percent of correct predictions ranging from 70%-80%. Moreover, the
model containing politica variables produces a gatidicdly sgnificant improvement over the
economic model®. Findly, results are robust to a variety of specifications not shown.*

Economic Variables: With the exception of Dumping Capacity and Ch_Shipments, all
economic variables carry satistically sgnificant estimated coefficients with their expected signsin
both modds (dthough the predicted sign of the Subject Penetration variable was initidly determined
to be ambiguous). In the full modd, every economic variable except for Ch_Shipmentsis sgnificant
a the 1% levd. Thus, there is overwheming evidence that ITC commissioners base their voting
decisonsin sunset reviews on the proposed economic criterion.

The lack of sgnificance in the shipments variable suggests that the I TC bases its measures of
domestic health more heavily on capacity utilization data. Another explandtion is that changesin
shipments frequently do not correspond with industry profits and are therefore not the best proxy for

industry hedth. A third possihility is that because testing is carried out on aggregated industries (that

% A likelihood ratio test was performed comparing the goodness of fit between the economic and full
models. Resultsindicate that theimprovement in fit provided by the political variables is statistically
significant at the 1% level.

3 Other specificationsinclude variations of the foreign dumping capacity proxy aswell asaless restrictive
measure of foreign participation (by including casesin which the foreign industry responded adequately to
the notice of initiation but did not participate in the hearing). Also, dummy variablesfor E.U. members and
‘Newly Industrialized Countries’ (NICs) of East Asia (Singapore, South Korea, Taiwan) were included, but
found to beinsignificant. Lastly, avariable measuring 4-firm concentration ratios (commonly included in
previous research as a proxy for lobbying power) also failed to produce a significant coefficient.



contain the subject goods), sandard errors are inflated, making the observance of sgnificant
coefficient etimates lesslikely. Findly, the insggnificance of Ch_Shipments may be evidence that the
variable s predicted Sgnis actualy ambiguous, a noteworthy departure from its clearly negative
impact on origina cases determinations ((see DeVault (1993) and Moore (1992)). In many sunset
reviews, of course, arise in shipments indicates that U.S. firms have a gregter chance of surviving
internationa competition without dumping protection, thereby decreasing the likelihood of an
affirmative vote. In other cases, however, commissioners believe that an increase in shipmentsis
amply the result of dumping duties, not domestic efficiency or resilience. Since removing protection
in these cases will probably lead to a decline in domestic health, commissioners become more likely
to vote in the affirmative. Thus, perhaps these two competing effects ultimately cancel each other
out, leading to the inggnificant coefficient on Ch_Shipments.

The negative and highly significant Subject Penetration coefficient suggests that the ITC
primarily views lower subject market share as evidence that aforeign industry isincapable of
competing under “fair” pricing conditions. The opposing effect, i.e. that lower subject penetration
decreases the probability of areturn to dumping a sgnificant quantities, is obvioudy not dominant
here. Thus, the effect of subject import penetration in sunset reviews is indeed opposite of itsimpact
on original dumping cases ((see DeVault (1993) and Hansen and Prusa (1997), which both produce
positive and Sgnificant coefficient estimates)). Thisis an important finding, snce it indicates how the
determination process involved in removing antidumping protections can diverge dragticaly from the
implementation of dumping protection.

Political Variables: The esimated coefficient on industry employment is both negative

and inggnificant, suggesting that industries with more workers do not recelve preferentid trestment in



sunset reviews. Thereisaso no evidence that industries producing sted goods receive unduly
favorable ruling by ITC commissoners

On the other hand, the pogitive and highly significant estimated coefficient on CHINA
suggests that Chinese indudtries face anegative bias in five-year reviews. A smilar concluson can
be drawn on casesinvolving poor countries in generd, since the estimated coefficient on
GNP/Capitais both negative and sgnificant at the 5% level. Another interpretation of thisfinding is
that because of language barriers and differencesin lega structure and corporate accounting,
industries from developing countries are less effective in defending themsdvesin the arena of
antidumping litigation. In fact, developing countries gppear more likdly to either be absent or
participate only margindly during the review process, forcing commissoners to rely on data provided
by U.S. indudtries. This clearly hasthe effect of “ stacking the cards’ againgt poorer nations, despite
the apparently sincere efforts of some commissioners to consider such cases everrhandedly.
Nevertheless, evidence of biases against China and developing countries remains even after
contralling for foreign industry participation.

Evidence regarding the ssgnificance of congressona pressureis mixed. Although the
estimated coefficient on the Senate Trade subcommittee is postive and highly sgnificant, the House
coefficient is both negative and indgnificant. In other words, Senate Trade subcommittee members
seem to (directly or indirectly) exert pressure on ITC commissoners to protect industriesin their
home gtates, while House Trade subcommittee members either exert no such pressure or do so
unsuccesstully.

Thisfinding is condgstent with Moore (1992) but opposite of Hansen and Prusa (1997) in

their sudies of origind antidumping cases. In the latter work, the authors suggest that snce House
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members have more geographicaly narrow congtituencies and thus more narrowly defined interests,
House is more likely to carry apostive and sgnificant coefficient than Senate. On the other hand,
perhaps the Senate’ srole in confirming I TC commissioners increases the likelihood that Senate
oversight will be sgnificant, asthis sudy finds. Moore (1992) aso suggests that the longer tenure of
Senate members increases the likelihood that Senate Trade subcommittee influence will impact ITC
commissioner determinations.

Commissioner-Specific Effects: Esimates from the full modd indicate no evidence of
biasad sunset voting behavior on the part of more than haf of the commissonersin the sample
(Republicans Askey and Okun, Democrats Hillman and Koplan). Only one commissioner appears
biased towards the cancellation of dumping orders (Crawford, a Republican), while Bragg and Miller
(aRepublican and a Democrat, respectively) seem inclined towards continued protection.

Table V summarizes noteworthy test findings regarding evidence of palitica influencein
sunset reviews and origind antidumping cases. Also, in order to estimate the impact of these factors
on ITC sunsat voting, | present margina effects for the gatistically significant economic and political
vaiablesin Table VI.* Interestingly, the economic variable that seems to produce the largest effect
(on the probability that a commissioner will vote affirmatively) is Subject Penetration. The evidence

suggedts that an increase in subject market share by 1% increases the chance that a commissioner

¥ The estimated coefficients from a probit model cannot be interpreted as the predicted change in the
dependent variable produced by a marginal change in the independent variable (fy/x). In order to measure
the predicted change in the probability of an affirmative commissioner vote produced by amarginal change
in the continuous independent variables or adiscrete change in the independent dummy variables, marginal
effects are estimated from the full model. Marginal effects are calculated at the selected variable' s sample
mean, evaluating all other variables at their sample means.
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will vote to the cancel the order by amost 4%.* Thus, not only does this variable have the opposite
effect on sunset reviews asit doesin origind dumping cases, itsimpact isreatively substantid.

Mogt driking is the evidence that a domestic industry increases its chances for an affirmative
vote by 31% when the subject competitor is Chinese. This strong effect is perhaps unsurprisng in
light of Chind's pro-export trade policy, which one World Bank study referred to as “ mercantilist” >

Of grester interest, perhaps, is evidence that foreign industries can increase its chances of a
favorable commissioner vote by 23% smply through participating in the review process. This
margina effect seems less dramdtic given the fact that foreign industries only participated in
gpproximately 46% of the casdoad. Clearly, afalure to cooperate with ITC sunset proceedings
does not ensure an affirmative determination. However, the low participation rate should cause the
ITC to reflect upon its antidumping procedures. Are the questionnaires too difficult to comply with,
or have foreign firms amply become pessmigtic about their chances of afavorable ruling? If the
latter explanation is more accurate, then the following question arises: Is this pessmism due to the
belief that the ITC is biased towards protecting U.S. firms, or isit instead because many foreign firms
are actudly planning to resume injurious dumping and assume that it is not worth the effort to hide
such plans?  Future research will hopefully provide an answer to this question.®

In regards to the LDC proxy variable, acountry’s GNP per capitawould have to decline
$10,000 in order for the probability of an affirmative vote to increase by approximately four percent.

Thisisroughly comparable to the difference between India (GNP/Capita of $470) and Spain

% The case mean subject import penetration level, where this marginal effect is calculated, is approximately
2%.

% See China: Foreign Trade Reform, A World Bank Country Study (1994).

% See Moore (2000) for an analysis of the decision by foreign firmsto cooperate with U.S. antidumping
investigations.
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(GNP/Capitaof $14,120).* Findly, the margind effect on the Senate variable indicates that an
industry which is located in the home state of a Senate Finance Committee member has an increased
chance of maintaining protection by dightly less than three percent.

Since much of the research on ITC voting behavior has not involved commissoner-specific
andyss, | present probit resultsin which the dependent variable is overdl ITC determination (see
table VII). A mgor shortfal of this method is the dragtic reduction in sample Sze, and athough the
estimated coefficients Sgns are congstent with the results above, many of the variables are no longer
datisticaly significance. *  In fact, the only economic varigblesin the full mode thet are ill
sgnificant a the 5% levd are the dumping margin, the subject import penetration leve, and the
domestic capecity utilization rate. From this perspective, the ITC appearslesstied to the
congressiond statutes when making sunset determinations. Also, the estimated coefficient on the
LDC proxy isno longer datisticaly sgnificant. However, thereis ill strong evidence that domestic
indudtries facing Chinese competitors or located in states belonging to Senate Finance Committee
members receive preferentid treatment in sunset reviews. Lagtly, theincluson of politica variables
leads to a more than 5% increase in correctly predicted results, a substantial improvement compared
to the less than 1% gain observed in the commissioner pecific andyss. This provides further

evidence that the ITC isinfluenced by factors that are inconsstent with sunset statutory regulations.

% The case mean GDP/Capita, where this marginal effect is calculated, equals $14,485.

37 al'so run regressions for each commissioner separately, thereby removing the restriction that the
independent variables carry equal influence across commissioners. This severely reduces sample size as
well. Despite the decreased power of these tests, the predicted signs of the explanatory variables are almost
entirely consistent with results reported earlier.
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VI. Conclusion

There is overwhelming evidence that I TC commissioners use the congressiondly mandated
economic criterion when voting on five-year reviews of antidumping orders. This criterion, however,
isby no meansidentica to theinjury test that is gpplied to origina antidumping cases. Critica
differences sem from the fact that the sunset reviews occur within distorted (protected) markets,
whileinitiad investigations arise out of complications associated with free markets. Sunset reviews,
therefore, require commissioners to disentangle the effects of antidumping protection from a variety
of competitive forces. Asaresult, certain identical economic factors must be interpreted differently
when the context switches from an origind caseto asunset review. At times, varigbles that have an
obvious effect during initid investigations become ambiguous within sunset reviews, and reports
uggest that even commissioners struggle to evaluate certain key determinants in a consistent fashion.
It is not surprising, therefore, that empirical tests gpplied to sunset reviews produce coefficient
edimatesthat differ (and even change in sign) from estimates found in research on initid
investigations. Moreover, variables excluded entirdly from models of ITC voting on origind dumping
cases cary highly sgnificant coefficient estimates in tests of sunset review voting behavior.

Thereis dso some evidence that factors totaly incons stent with the congressiond statutes
influence ITC sunst determinations. Although the sted industry and industries with higher
employment do not receive favorable treatment at the ITC, there appears to be a specific country
bias againg Chinaand a genera bias againgt industries from poorer nations. Evidence of such biases

might shrink, however, with the use of a better proxy variable for foreign dumping capacity.
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Findly, thereis some evidence that congressond pressure impacts I TC voting behavior in
sunset reviews. It's uncertain, however, why Trade subcommittee members from the Senate should
be more likely to influence antidumping cases than corresponding members from the House of
Representatives.

Comparing the estimated impact of these economic and politica variables with those from
gudies of origind antidumping casesis problematic. Differencesin modding and sample Sze cast
doubt on comparisons between, for example, the estimated margind effect of the Senate Trade
subcommittee variable from this paper and those produced by studies of origind antidumping cases.
Therefore, conclusions cannot be readily drawn regarding the degree to which sunset review
determinations rely more heavily on economic versus political variables, in comparison to origind
Case determinations.

What seems certain, however, isthat sunset policy does not mean the phasng out of
antidumping as amechaniam for U.S. internationd trade relief. Thisis evident in the fact that 71% of
the cases decided by the ITC led to the continuation of duties. Further research will hopefully shed

light on the degree to which sunset review serves as areform of U.S. antidumping policy.



Table I: Transition Sunset Reviews by Country/Region

COUNTRY

East Asia
Japan
China
South Korea
Tawan
Singapore
Thaland
Mdaysa

South Asia
India
Pakistan
Bangladesh

E.U.
Canada

Central and South Americs
Argentina
Brazil
Mexico
Venezuda

Former Soviet Union
Countries

Other

Augrdia
Turkey

Total

NUMBER OF
CASES

88
28
26
12
14

P ow A

B R o~

51
11
22

11

20

3
1
2

201

"Does not include “no domestic reply” cases

AFFIRMATIVE
RATE

73%
61%
96%
67%
71%
25%
67%
100%

86%
80%
100%
100%

63%
55%
7%
50%
91%
80%
50%
68%
67/%

0%
100%

71%



Table II: Trangition Sunset Reviews by NAICS 3-Digit Industry*

NAICS3-Digit DESCRIPTION NUMBEROF AFFIRMATIVE

CODE CASES
212 Mining 3
311 Food Mfg. 7
313 Textile Mills 1
314 Textile Product Mills 4
322 Paper Products 2
325 Chemicas 1
326 Rubber and Plastics 5
327 Non-Metallic Mineral 3

Products
331 Primary Metals 69
332 Fabricated Metals 51
333 Machinery (except 7
Computers and Electrol
334 Computers and Electror 6
339 Miscellaneous 3
Total 201

"Does not include “no domestic reply” cases

RATE

33%
71%
100%
7%
100%
83%
20%
100%

4%
61%
50%

33%
100%

71%

Table I11: Summary of Explanatory Variables

Variable

Economic Variables
(Total world exports of subject country) / (U.S.shipments)
Foreign Non-Subject Penetration of the Subject Good
Foreign Subject Penetration of the Subject Good
Foreign Participation with ITC case proceedings
%Change in Vaue of Shipments
%Change in Full Capacity Utilization
Dumping Margin
Political Variables
Industry Size (Employment)
Stedl Industry Dummy
China Dummy
GNP per Capita of subject country
Number of House trade subcommittee members with
Production facility in voting digtrict
Number of Senate trade subcommittee members with
Production facility in voting district

Name

Dumping Capecity
Non-Subject Penetration
Subject Penetration
Subject Participation
Ch_Shipments
Ch_Capacity

Duty

Employment
STEEL
CHINA
GNP/Capita
House

Senate

Predicted

Sign
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Table IV: Probit Estimates

Dependent Variable: Individual ITC Commissioner Votes on Sunset Reviews

VARIABLE EXPECTED ECONOMIC FULL
SIGN MODEL MODEL
Dumping Capacity + 0.002 0.018"
(0.005) (0.006)
Non-Subject Penetration - -0.036" -0.037"
(0.007) (0.007)
Subject Penetration ? -0.066" -0.109”
(0.028) (0.030)
Subject Participation - -0.742" -0.650"
(0.110) (0.119)
Duty + 0.004™ -0.004"
(0.001) (0.001)

Ch_Shipments - -0.022 -0.021
(0.015) (0.019)
Ch_Capacity - -0.053" -0.045"
(0.010) (0.014)
Employment ? -1.48E-06
(1.65E-06)

STEEL ? 0.136
(0.146)
CHINA ? 0.867"
(0.233)
GNP/Capita ? -1.13E-05
(5.39E-06)

HOUSE ? -0.026
(0.032)
SENATE ? 0.081"
(0.029)

White Corrected Standard Errorsin parenthesis below coefficient estimates.
“and”™ imply significance at the 5% and 1% level.
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Table 1V: Probit Estimates (con’'t)

Dependent Variable: Individual ITC Commissioner Votes on Sunset Reviews

VARIABLE

ASKEY (Republican)

BRAGG (Republican)

CRAWFORD (Republican)

OKUN (Republican)

HILLMAN (Demaocrat)

KOPLAN (Democrat)

MILLER (Democrat)

# of Observations
Log Likelihood
% Correct Pred

White Corrected Standard Errorsin parenthesis below coefficient estimates.

EXPECTED ECONOMIC
SIGN MODEL

” 0.283
(0.186)

? 1.686"
(0.214)

? -0.255
(0.271)

? 1.242"
(0.216)

? 1.046"
(0.192)

? 1.196"
(0.195)

? 1.402"
(0.206)

846
-444.43
74.82

“and”" imply significance at the 5% and 1% level.

FULL
MODEL

-0.473
(0.327)

1.056"
(0.337)

-1.116"
(0.416)

0.482
(0.345)

0.372
(0.329)

0.530
(0.331)

0.764"
(0.336)

846
-410.09
75.30



Table V: Summary of Findings on Politicd Variables

POLITICAL Moore (1992) | DeVault (1993) | Hansen and SUNSET
INFLUENCE Prusa (1997) | REVIEWS
Country-Specific No (Japan) No (Japan) Y es (China)
Effects Yes(LDC) Yes (EU) Yes(LDC)
Industry Size Yes Yes No No
Pro-Steel Bias Yes No

House Trade Comm No No Yes No

Senate TradeComm | Yes No No Yes

*Other specifications that included dummy variables for the E.U. and NICs produced no evidence of biases

involving these countries.

Table VI: Marginal Effects of Statistically Significant Probit Estimates

Estimated Change in Probability of an Affirmative Vote

VARIABLE

Dumping Capacity

Change in
Probability

Non-Subject Penetration

Subject Penetration

Subject Participation

Duty
Ch_Capacity
CHINA
GNP/Capita

SENATE

0.64

1.33

-3.91

-23.21

-0.15

-1.62

30.97

-4.05E-04

291

"Evaluated at the sample means of variables from the full model.




Table VII: Probit Estimates
Dependent Variable: ITC Determination on Sunset Reviews

VARIABLE EXPECTED ECONOMIC FULL

SIGN MODEL MODEL

Constant -0.028 -1.093
(0.350) (0.754)

Dumping Capacity + 0.001 0.022
(0.012) (0.014)

Non-Subject Penetration - -0.011 -0.018
(0.014) (0.016)

Subject Penetration ? -0.132 -0.206"
(0.072) (0.085)

Subject Participation - -0.203 0.352
(0.245) (0.277)

Duty + 0.008" -0.009"
(0.004) (0.004)

Ch_Shipments - -0.002 -0.023
(0.037) (0.042)

Ch_Capacity - -0.067" -0.079”
(0.024) (0.030)
Employment ? -3.27E-06
(3.96E-06)

STEEL ? -0.168
(0.352)

CHINA ? 1.389"
(0.588)

GNP/Capita ? -2.77E-06
(1.33E-05)

HOUSE ? -0.128
(0.079)
SENATE ? 0.189"
(0.075)

# of Observations 140 140
Log Likelihood -90.17 -78.70

% Correct Pred 70.00 75.43
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APPENDI X: Data Sources and Additional Discussion of Variables

1. Individual ITC commissioner votes were obtained from U.S. ITC commissioner
reportsat WWW.USITC.GOV.
2. Changesin 6-digit NAICSindustry ‘value of shipments' and 4-digit SIC industry ‘4™-
Quarter full capacity utilization rates’ were obtained from the Annual Survey of
Manufacturers, U.S. Bureau of Census.
-Changes in industry shipments and capacity were calculated using 1997 and 1998 data.
Commissioner reports indicate that data from the current and previous year are most
heavily considered in determining the health of an industry. Therefore, modeling voting
behavior on cases initiated after the first half of 1999 might be improved upon by
including 1999 data. However, since the entire casel oad spans only a one-and-a-half year
period, it seemed advantageous to use data from a single time period. Moreover, since
certain cases are concluded much more quickly than others, some sunset
reviewsinitiated during 1999 utilized data from only the first or second quarter of 1999 while
others used annual 1999 data. Therefore, deciding exactly which cases should include
annual 1999 data would perhaps be problematic.
3. The concordance between 4-digit SIC and 6-digit NAICS industry datais offered by
the U.S. Bureau of Census.
4. 6-digit NAICS industry employment datafor the entire U.S. aswell as House and Senate
Trade subcommittee voting districts were obtained from County Business Patterns U.S.
Bureau of Census.
5. A Senate Trade subcommittee member is considered to have an industry facility in his or her
stateif there are at least 100 employeesin a6-digit NAICSindustry.
A House Trade subcommittee member is considered to have an industry facility in hisor her
district if there are at least 20 employeesin a6-digit NAICS industry.
-Since a senator represents the population of an entire state, while a congressperson represents only a portion
of astate, it seems reasonable to have different criterion for the Senate and House Trade subcommittee
variables. In other words, it's probably the case that more jobs must be at stake before a Senator is compelled
to take action in the interests of an industry, as compared to a Congressperson. Moreover, if the criterion for
the ‘ Senate’ variable was only 20 workers (as opposed to ‘at |east 100 workers'), than almost all 6-digit
NAICS sunset industries would be represented by Senate Trade subcommittee members. By using different
size criterion, however, the variation of sunset industry representation among House and Senate Trade
subcommittee membersis allowed to be roughly the same. Results regarding the significance of the Senate
variable remain, however, even when the criterion is reduced to the level of 20 workers.
6. Dataon (1998) 6-digit NAICS U.S. imports and exports were obtained fromthe U.S.
ITC.
7. Foreign world exports data, except for Taiwan, were obtained from the Tradestat, The
United Nations.
-Since most countries do not collect data according to the NAICS classification system, it
was necessary to first translate sunset review commodities into HTS (Harmonized Tariff
Schedule) form before cal culating the foreign dumping capacity proxy variable. Great
care was taken by the author to match the 6-digit NAICS sunset industries into 6-digit
HTS commodities, which isthelevel of classification offered by the U.N. for country-specific
trade data.
8. Taiwanese world exports data were obtained from The Center For International Data,
Institute of Government Affairs, directed by Robert Feenstra.
-Because the U.N. data excludes Taiwan, an additional data source was needed for sunset casesinvolving
Taiwan. Unfortunately, the world trade flows data collected by Feenstra' s Institute of Government Affairs
offersdata only through 1997. Also, the Taiwanese datais available at the 5-digit
SITC level of classification. This meant that the 6-digit NAICS sunset industries had to be matched to
5-digit SITC commodities.



9. Origina dumping margin data were obtained from Bruce Blonigen’s antidumping web site:
http://darkwing.uoregon.edu/~bruceb/adpage.html ,

10. Foreign participation data were obtained from I TC commissioner reports at WWW.USITC.GOV.
A more general measure of foreign participation is also tested, in which participation is allowedto include an
adequate foreign response to the ‘ notice of institution of review’. Results are robust to this second measure.



