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Abstract:

A northern firm produces an ethically sound gootijleva southern firm produces a good
with an ethically ambiguous status. The true st&ushown to the southern firm but not to
consumers. The firms compete to satisfy the demaindhe north. The northern firm
introduces an antidumping complaint against thehsoua firm and launches an information
(smear) campaign against it to influence local comess’ beliefs about the ethical character
of the southern good. We show that the antidumpiragess and the smear campaign are

complementary strategic tools for the northern firm
JEL Classifications: F1, F12, F13, F16.
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1. Introduction

With 784 anti-dumping investigations initiated agsiit between January 1995 — June 2010,
China is by far the country most hit by this forficommercial retaliation (cf. WTO). A large
portion of the complaints originate from develogmdintries (mainly the United States and
the European Union). The cumulative number of amiging, global safeguards, China-
specific transitional safeguards and countervaitioges throughout the first three quarters of
2009 is 30.3% higher than the number of requestisttiok place in the first three quarters of
2008 (Bown 2009a). These measures add to theudifés preventing the conclusion of the
Doha round and to the tension of the recent econamisis, also reminding us of the

harshness of North to South trade relations whieh'ready to abate.

Article VI of the WTO stipulates that antidumpingites are authorized: members are
allowed to set up a duty on a foreign product fkaimported at below-market value and
causes material injury to a domestic industry. Thisff is equal to the dumping margin.
These policies seem to replace traditional tradecips (Blonigen and Prusa, 2003; Bown,
2009a, and Matschke and Schottner, 2009). Amorggtpelicies, an antidumping duty is the
preferred trade remedy of choice. The main proliaked to this antidumping rise includes
the prominent risk of a new protectionism sincéltows considerable discretion over when
and how to implement this policy" (Khatibi, 2009indsey and Ikenson, 2003) and many
studies show that article VI can often be usedrd pricing below normal value (Blonigen,

2006).

In this context many articles stress that antidungpiuties are used to pursue strategic trade
policies (Cheng et al., 2001, Matschke and Schitt2@09, Staiger and Wolak, 1989 and
Webb, 1992), given that they are most often appiedligopolistic industriesand against

certain countries (China mainly). These indust(ig® the steel industry, the pharmaceutical
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industry or the textile industry) are well orgarizend are influential lobbies. The dumping
margin is calculated thanks to an investigatioiated by the home firm affected by this
unfair behaviour. This procedure seems to legigniabbyists’ acts which tend to protect

their sector (see Anderson, 1994; Moore and Suien®992, or Rosendorfi, 1996)

Moreover, the firm which is suspected of dumping t@acooperate in the investigations, but
this cooperation implies some costs (the compliamsts described by Moore, 2005}t can
then lead to a paradoxical position in which thepgeted dumping firm refuses to contribute
to the investigatiors Nevertheless, this refusal could be expensivi, laads to enforce the
"facts available" rule. This rule allows the auiborin charge of administrating the
antidumping duty to tax the incriminated good, ¢desng only the information provided by
the home firm (Moore, 2005 and Tandfie, 2006; Bapddhyay, 2008, gives more details on
the American antidumping procedufe)Firms may then be taxed where there is no dumping

or they can be excessively punished (Boltucck atehl.1991).

Here, one understands the central role of asymeniefiormation in antidumping procedures.
In light of the literature on strategic trade pgland on political aspects of antidumping, this
paper proposes introducing a new source of asynmumeformation concerning the social
quality of southern goods. The Code of ethics fficdit to observe since the producer is
alone in knowing its ethical level. Then goods whace ethically differentiated are bought on
trust as the consumer is subjected to strongly assmic information (Darby and Karni,
1973). If consumers are more aware of ethical amscg.e. to the social quality of goods), a
negative information campaign against a southemn éould reduce the consumer confidence
in the southern good. In this way it may discourdige foreign, discredited, firm from
participating in the antidumping investigation. Timere the foreign firm is discredited, the

more it would be costly to recover the confidenéecansumers and administration. As a
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result, this information campaign would increase ¢ffficiency of the antidumping procedure

(i.e. higher antidumping tariff) because of thectfaavailable" rule.

In the current situation, an information campaigayninfluence the final level of the
antidumping duty. China's products are, at the saime, the most frequent subject of new
antidumping measures (see Bown, 2009b), and thd sugect to negative information
campaigns: defective Chinese tyres, tainted ped,ft@mothpaste manufactured with a toxic
chemical and toys coated with lead paint, etc.@irse, this is not formal empirical evidence.
No such evidence exists. If home firms engage sintbrmation campaigns or smear
campaigns against foreign firms, it would be by acmmore hidden way and no empirical
evidence could be easily found. However, theorkticak can show that a northern firm has
interest in planning -argdis)information campaign about the dubious soqiadlity of the
southern firm’s imported product in a context oyrasetric information for the consumer
with ethical concerns. Combined with an antidumpprgcedure, it could be a gainful
strategy. Thus, the growing ethical concerns inutatppn may have the unexpected result of

a recrudescence in antidumping procedures.

Therefore, we have constructed a North-South dyopaldel, where the goods imported in
the home (North) country from the foreign (Soutbietry may be "ethically unsound”. Like
quality differentiation models (Mussa and Rosen78)9 the demand side of the model
consists of a continuum of consumers with a spes#nsitivity to ethical concerns (Cardebat
and Cassagnard, 2010).We show that an optimal lanpahg duty exists, which enforces
higher and higher tariffs as the uncertainty in stxial quality of the good is high. The
dumping margin depends on the sensitivity of thesamers to ethical concerns and on the

uncertainty concerning the social quality of theparted southern godt One of the key



points of the strategic game comes from the datigib the southern firm choosing to

cooperate or not with the antidumping procedure.

The remainder of the paper is organized as folloMee next section presents the theoretical
framework and resolves the game to find the equulib outcomes. In section 3, we introduce
the information campaign and we evaluate the eftédhis tactic on the decision of the

southern firm to collaborate in the investigatiofise final section concludes this work.

2. Modelling Framework
Timing of the Game

We propose a three-stage game among an admingstarthority, a (northern) domestic firm,

and a (southern) foreign firm:

« Firstly, the northern firm propagates informatiogammst the southern go8d This
campaign reduces the subjective probability thatgbod from the south is ethical.
This campaign also allows the domestic firm to fresiy impact the level of
antidumping duty. It is the "facts available" tarifhis tariff is imposed on the foreign
firm if the domestic firm wins the petition andtlife foreign firm refuses to cooperate.

* Secondly, the southern firm decides whether to emip with the antidumping
petition or not.

e Thirdly, if the southern firm cooperates, a compiia cost (K) is imposed by an
administering authority with certainty and an aatigping duty () is imposed with
some positive probability (1+). The compliance cost is associated with providing
legal fees and the authority is assumed to careitaboth consumer welfare and

domestic producer welfare. If the southern firmusels to cooperate, then the dugy (t
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is based on the domestic firm's allegations witmeqositive probability (n). We

assume (like Moore 2005) andp are exogenous and that> .

Both firms compete on price in order to satisfy ttemmand in the North. Their outputs are
imperfect substitutes in the domestic market amdpaioduced using constant marginal cost
production technologies. They are distinguished thgir code of ethics in production,
according to Armington (1969), by place of prodooti We assume that imperfect
substitution comes from ethical differentiation ahdt consumers are distinguished by their

degree of ethical consideration.

Figure 1: Extensive Form of the Game
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The model is solved by backward induction. The itprdirm will cooperate if the expected
profits under cooperation are greater than underaomperation (Moore, 2005). Thanks to a
negative campaign, the northern firm modifies tpgrmoal antidumping duty £}, knowing the
decision ruling of the foreign firm. On the one Haif tr is too high, then the foreign firm
will cooperate and the duty will be lower or perbagual to zero. On the other handiist

set too low, then the foreign firm may prefer notcboperate. The smear campaign permits
the northern firm to biastknowing the compliance cost and consumer confidean the

foreign good. Figure 1 depicts this game by usisgxtensive form.

Consumers Behaviours

The following features of the model are standardquality differentiation models. The
demand side consists of a continuum of consumgas]0,1[. Where g represents the
consumer's sensitivity to ethical concerns: a lau® means a low level of sensitivity to

ethics and inversely for high valuesg@fOne and only one consumer exists for every vafue

g and each one buys at most one product.

Assume two levels of utility for the northern consers: the utility of consuming a good
produced by the northern firm (U) and the utilitf @dnsuming a good produced by the
southern firm (U*).The utility of consuming the gharn good is positively related gpand
o € [0,1] ; a is the ethical differentiation parameter, it reganets the consumer confidence in
the southern good. Thea can be interpreted as the subjective probabilitgn{ the
consumer's point of view) the southern good sousttigcally. Let us finally consider an
exogenous ethical levek (> 0) which represents the social quality of thedyai is an

exogenous positive constant.



P* is the price of the southern product and P ésptce of the northern product; these prices
are such that P > P*. Starred letters refer tohsoutvariables. Assume that the northern good
is systematically sound ethically whereas the smattone is unsound ethically: as for the
consumers, southern goods are always less etliaal the northern ones. The difference
between the utilities and the price of the corresiiag good gives two consumer surplus
(Cs*and CS):

CS'=U"-P"=u+gae-P"
CS=U-P=u+ge-P

g is the marginal consumer who is indifferent to suoming thesouthern good and

consuming the northern one.

P - P~

CS'=CS<=g-=
ell-a)

(2)

Then the following condition must be satisfied nder for the marginal consumer to fall in

the feasible range [0,1].

Condition: §O0[01] = P-P < e(1-a)

We then obtain the demands addressed to the firsmsimplify the model, we assume there
is no marginal consumer who is indifferent betweensuming the southern good and not
consuming this goodD* =g andD =1-g

Producers Behaviour

What follows describes the profits of the southiem (IT*) and the northern firmI{).



7 = (P~ (c+t))D"
m=(P-1)D

(3)
We assume that ¢ < 1, is the marginal cost ofyrtion of the southern firm. The marginal
cost in the north is normalized to t.is the antidumping duty set by the administering
authority. In the last stage, each firm choosetiwes in order to maximize its profit. Thus,

Nash equilibrium prices with an antidumping dutydahe non-cooperation of the southern

firm in the antidumping investigations are:

_1+2(c+t ) +el-a)

PC
3 (4) and (5)
_2+c+t. +2e(1-a)
P. = 2

In this case, the tariftis the "facts available" duty implemented by théharity. We assume
that the non-cooperation induces a lower consumefidence @ < a ) because the northern
firm engages a negative information campaign wheghuces this confidence to obtain the
highest antidumping duty.

If the southern firm accepts a cooperation therhNaguilibrium prices are:

_1+2(c+t,) +£(l-a)

P, 3
_ (6) and (7)
_2+cHt, +2e(-0a)
P, = 3

We assume that this cooperation increases thedsmdée of the northern consumer with
respect tog . The antidumping dutyta implemented in this case is calculated in thet nex
subsection. In addition there are two price pairdeun free trade. As before, the cooperation
implies a higher confidencex(> a ) whereas the non-cooperation implies a lower cemfce

(a); under cooperation the Nash equilibrium prices ar



_1+2c+e(-a)

P
3. ®)
_2+ct+2e(l-a)
P. =
3
And under non-cooperation we have:
o _1+2c+e(1-a)
I:)NC - 3
)
_2+c+2e(l-a)
I:)NC - 3

Higher differentiation decreases the southern paiog@ reduces the competition between the
both firms. From these equilibrium prices we casilgacalculate the other equilibrium

values.
The market equilibrium

The cooperative demands with the antidumping dytgre:

o _1,1-(c+ty) _1-(c+t,) +efi-a)

RN

N N — (10) and (11)
D :Z—l_(p+tA):_1+(C+tA)+2£(1_a)
"3 x{-a) acli-a)

Higher differentiation decreases the demand whicddressed to the southern firm because
higher differentiation implies lower consumer calefnce.t,, raises the import price good and

decreases its demand. The demands under freeaindd=operation are:
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% T 3l-a
(12) and (13)

_-1+c+2ell-a)
~ 3l-a)

C

The non-cooperative demands with the antidumpirtg tu are:

_1-(c+t)+ £(l-a)

DZ £
3(L-a) (14) and (15)
_ -1+ (c+t) +2¢(1-a)
D, = .
3e(l-a)

In this case but under free trade we have:

o _1_C+5(1_Q)
R

_-1+c+2¢(1-a)
NC 35(1_g) '

(16) and (17)

The following table brings together the consumsuiplus in each case.

Table 1: Consumer's surplus at the equilibrium

Outcome Domestic Foreign
(Probability) consumer's surplus consumer's surplus
Foreign Firm Free Trade (y ) L{Z‘ED?: —(u+5€+3)DC (u—tA)DE+D£2£L2"2
Cooperation antidumping (1-y ) iz—ngi —(u+55+3)DA (U‘tA)DE + D,Efs 352—2
Foreign Firm Free Trade (4 ) 3g_2—2£Dflc ~(U+Qe+3)D ¢ (u ‘th)Dnch + Dgchsg_z_z
Non Cooperatio jantidumping (1-4 ) 3g_2—2£DE —(u+Qe+3)D, u-tg )DE + DEB€3Q_2—2
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Global Welfare and Optimal Tariff

As with the strategic trade policy literature, wesame that the trade authority cares about

both consumer and domestic producer welfare (W):

W=CE+CE*+H1+t[D*

:E{M+g(2+a)+6(u_l)+2t (18)
6| cl-a)

A =0, =c0-a)or i =0-a)

tr andfa are the optimal antidumping duties if the auttyosiso cares about the consumiers

They are positively related to and negatively related t@.

Proposition 1 If the administering authority in charge of settiag antidumping procedure
cares about both consumer and domestic producefareglthen the optimal antidumping
duty (1) is positively related to the level of ethics reqd in the north €) and negatively

related to the consumer confidenae)(such ast = £(1-a)

3. "Facts Available" and Information Campaign
The southern firm decision

The foreign cost of production and ethical consatiens are privately held information of the
exporter, consequently the southern firm needsiaentive to cooperate in the investigation.

Moore (2005) explains that this incentive dependghe potential use of the facts available
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method: the northern firm will probably overstabe tdumping margin thus the southern one
would face high duty if it refuses to cooperate #&mer consumer confidence. On the one
hand, cooperation allows the southern firm to improonfidence of the northern consumers,
but it implies for the southern firm an additiomalst of cooperation. Like Moore (2005) we
assume that if the southern firm cooperates with ifvestigation, it incurs constant
compliance costsK ). On the other hand, the "facts available" ruleréases the dumping

margin and reduces the consumer confidence inaimern good. The following table brings

together the profits at the point of equilibritim

Table 2: Profits at the equilibrium

Outcome Domestic Foreign

(Probability) Profit Profit

Foreign Firm Free Trade (/) . = 2¢(1-a)ascf 5 = gh-alacf _ K
C7 ofia C 7 olia

Cooperation antidumping (1-y ) _ [el-a)aof = <P g
Ty =5 A" gelia

Foreign Firm Free Trade (u ) — [2e(t-a)-t+cf — [el-a)a—]
Tne = oeta) Tye Toe(ia)
Non Cooperatia [antidumping (1-u ) 7T, = [35(1ggi:(1—c)]2 = ?

From theses profits we calculate the expected soutprofit under cooperation and under

non-cooperation:

Ey(nfoop)=y[ el ‘E) el ooy W_)
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_ lel-a)+1-cf . (-cf
Ey(”:qjc) = 38(1—6_7) +(1-4) 98(1—6_7)
And it is easy to show tH4t
E, (7h) < E, (Teo0p) + K

Figure 2: Southern firm decision with @=0.6 and =0.4, c=0.4 and £=0.35

Southern firm's decision with y=u Southern firm's decision with yeu

Difference of the Expected Profits with K=0 Difference of the Expected Profits with K=0

Difference
of the
expected
profits

k0.1

0.2 0.4 0.6 0.6 1.0 0.0 ; . ] f g

0.1 N0 COOPERATION i COUPERATION
z N0 COOPERATION : COOPERATION

Figure 2 depicts two numerical examples, with= 06 and a=04c=04 and €=035,

to understand the foreign firm's decision. Thispbrallows us to see that withouk A the

foreign firm will cooperate ifa <a. Inthis examplea =04 if a > 04 the southern firm

prefers to cooperate. Introducing compliance costs threshold is modified and with
K =01 itis nearly equal to0.6 . Thanks to the second graph, with< y the southern

firm prefers to cooperate with a lower.

To generalize this example, we calculate this tholekby defining the level ofd =a such
14



as E,(7,,,) ~E,(7.) =0 :

Ey (”Eoop) - Ey (”Ec) =0

~9(E, (71,,) + K) + 2y(l—c+ &)+ (E, (7,) + K) - 2y(L- ©))* - 4y(L-C)?
28y

a=

Proposition 2: Southern firm's decision Iju < y and K >0 where a threshold exists.

« suchasE, (1) —E,(7m.)=0
o if @ <a then the southern firm does not want to cooperate
o if @ =a then the southern firm is indifferent to coopirgtor not to cooperating.
o if @ >a the southern firm agrees to cooperate.
« A raise of the compliance costs induces a highastiold @ and then a lower incentive
to cooperate with the antidumping investigatfan
* The negative information campaign implies a de@ezsthe consumer's credence ()

which implies an increase off The smear campaign urges the southern firm to

cooperaté'.

The northern firm's decision

What follows describes the optimal information camgp of the northern firm. As expected
the northern firm will always prefer the non-coogteyn case because the probability of being

protected by an antidumping duty is higher and beeadt allows the case to proceed with
15



"facts available", meaning a higher antidumpingyddthen the northern firm's program is

MgaxEﬂ (n,.)

)= y[ZS(l—g;)—_lf Clz +(1-) [38(]‘_5,)_(_1‘_ C)]2

B (Moo 95(1— a) 95(1— a)

[2(1-a)-1+cf’
9%(1-a)

[3(1-a)-@-o)
9%(1-a)

E, (7)) = 1 +(1-4)

E,(m,.) >E, (7,

oop)

Knowing the thresholda is enough to solve the northern firm's program.

Proposition 3:If a<a and u<y thenfora givenc_r?a the northern firm will always

9E, ()
oa

prefer the non-cooperative case (the low ¢sthecause <0 * and the lowesty

OE

because gﬁ”) <0 ™). Consequently the northern firm will choose thwést @ which

insures the non-cooperation of the southern firm.

Finally the program of the northern firm will be ryesimple since it will engage an
information campaign to setr which maximizes its profits. Now we know that tHism
always prefers the lowest , nevertheless ifr is too low then the southern firm will prefer to
cooperate with the antidumping investigations. @guently, the solution of this program is
easy to find: the northern firm will reduce consurnenfidence in the southern good. This
reduction implies an increase af. So knowing a the northern firm must set the lowest

which insures the non-cooperation of its rival.
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Figure 3 depicts a numerical application which prgés the decisions of both firms. In this

example, the threshold is equal &= 025. Knowing a =024 , the northern firm can

engage in-anegative campaigning so as to decrease from a

024 to a=02. This

campaign modifies the southern firm's behaviourabee it prefers from now on not to

cooperate. Without cooperation, the profit of tleetinern firm increases fromD07 to nearly

0.1.

Figure 3 : Southern firm’s decision and northern firm’s decision

(c=0.5,e=05¥y=05u=02,a=102)

Southern firm’s decizion and northern firm's decision

Difference of the Expected Profits

0.

.05

4. Conclusion

Non cooperatiwve
expected profit
15+ of the northern
firm
Difference of
Cooperative expected
expected profic profits of the
.10k of the northern firm T southern £irm
an L L L
0.0 0.1 0.2 0.5

This article lays information at the core of theidummping procedure. It shows that complex
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asymmetric information between firms, administratauthorities and consumers can deeply
impact the dumping margin. In particular, with aveoretical framework where the goods
imported from the south may be ethically unsoun@, sthow that the dumping margin
calculus may rest on the subjective probabilitprfirthe consumer's point of view) that the
southern good is ethically unsound. In this case,ititerest of the northern firm is to engage
in a negative campaign in order to discourage tmeidgn firm from actively cooperating in
the antidumping investigation and thus increasiegfinal level of the antidumping duty.

Even if such a result is quite difficult to provengirically, we hope to present in future
research some support to this theoretical findimgn economic context where protectionism
pressures become ever stronger, especially bet@ema and developed countries, with huge
environmental and social problems, some evidenoakl be found with a deeper analysis of

the antidumping procedure.
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Appendixes

Appendix 1
Table 3: Prices and Tariffs at the equilibrium
Outcome Tariff Domestic Foreign
(Probability) Price Price

i i = 2+c+2e(1-a 2c+e (1-a
Foreign Firm [Free Trade (/ ) t=0 p, = 2e2ed-0) py = k2ered-a)
Cooperation |[antidumping (1-y ) £, = e(l-a) p, = 2e¥a) pl = 2+c+3§(1—5)

i i = _ 2+c+2e(l-a) _ I+2cte(l-a)
Foreign Firm [Free Trade (u ) t=0 P = Dozt Pl = ZEoreta
Non antidumping (1-¢ ) | t. =e(l-a) p. = %3(1-2) pl = %3(1@
Cooperation

Table 4: Demands at the equilibrium

Outcome

(Probability)

Domestic

Demand

Foreign

Demand

Foreign Firm

Cooperation

Free Trade ( )

_ 2¢ll-a)-@-c)
De = 3eli-a

De

_ ell-a v
3el\l-a

O

Foreign Firm

Non

Cooperation

antidumping (1-y ) D, :E(lagz(’i)%l)ﬁ Da :j%)
Free Trade (u ) Dy =2gke D = Sigkte
antidumping (1-¢ ) | p, :&(;21)_;;1‘%) Df = %%
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Appendix 2

2
aE( coop) 5( 1-c j _£>O
9

da 35‘1—5)
2
—-C

N——

1-c

>y e l—C—tA\/T/>O

<~

19

0, (o) _ ell-a)+2i-c)
oy 9

E,( Coop) is increasing ina and y . The non-cooperation of the firm implies a lower

and a lower probability and consequently a lower expected profit if werndbconsider K

Appendix 3

Sign of 9a
oK

do(E, (72) +K) - 2y~ )|

_9+
0d _  +Q(E,(m) +K)-2ylL-c))’ -4y-o)’
oK 2¢y
Cee BEmIrK-20-0]

JO(E, (7) + K) -2y (- ) - 4y(1-¢)?
9(E, (77) + K) - 2y(1—c) 9

~ JOE, (1) + K) - 2/(-0))* - 4y-0)?

It is always verified.

20



Appendix 4

~

Sign of 9a
oa

Ey (”Eoop) - Ey (”Ec) =0

~9(E,, (71) + K) +2y(L-c+ &) + |/ (A, (71) + K) - 2y/(L-©))* - 4y(L-C)*
28y
@>0 = \J(O(E,(71) + K) - 2y(L- )% -4y (L-)* > 9(E, (71,) + K) + 2y(L-C+¢)

~

o954 ()
_gOu(m) | oa
oa _ %7 2JO(E,(m,)*K)-2y-c)’ -4yl-0)’
65_1_ 2¢y
0 _ _ 9 0E,(my) 14 1 <0
oa 2 oa 2/ O(E, (7,) + K) - 2y(1-c))? - 4y(L-C)*

0E ,(11,)
becauseT >0

Appendix 5

oE, (77)
Signof  9gg
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0E, (1)  (1-c)*-£*-a)*(9-5p) <
oa % (1-a)?

0« (A-0)?<e*(l-a)*(9-5p)

- (L-c) <e(-a)©-5y)"? satisfiedwith thepreviouscondition.

2 2
< 1_C_ >y<:> 1_C >y©1_C_tA y>0
ell—aj ta

Sign of

oE, (77)
oy

9E,(n) _ A1-c)-5¢(1-a) <0

= 1—c<§£(1—0/)
oy 9 2

It is satisfied with the previous condition.
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' The WTO reports that during the second half of 2009 the goods affected by the AD procedure were in the

chemicals sector (47 initiations), the base metals sector (45 initiations), textiles sector (20 initiations) and
plastic and rubber sector (31 initiations). Source: http://www.wto.org.

" Antidumping initiation implies that at least 50% of the domestic industry is not opposing the petition.

More generally, tariffs determined by lobbying is quite ordinary in trade policy literature, see for example
Mayer (1984), Rodrik (1986 and 1995), Grossman and Helpman (1994), Goldberg and Maggi (1999), Mitra and

Panagariya (2004) or Bandyopadhyay et al. (2008).

" For example, US Department of Commerce set high compliance costs described by Murray (1991), Palmeter
(1991) and Finger and Artis (1993): 200-page questionnaires, tight and inflexible deadlines, specific style to
report data. Moreover, if the foreign firm is partially cooperative then all the information provided will not be

used.

¥ Moore (2005) explains this non participation in negotiations. He even shows that a firm can make this choice
without engaging in dumping. Problems seem to be due to a lack of information on the foreign firm, a difficulty
to evaluate the dumping margin and diverse costs linked to the information revelation. Hansen and Prusa
(1996) and Gupta and Panagariya (2006) propose another explanation: the presence of many exporters
increases the free-rider problem and then it urges the firms to invest less on defence. Consequently, injury

finding is positively related to the number of defendants.

v During the period 1980-1990, the American Department of Trade's use of "facts available" leads to dumping

margins that are 38% higher than the average 29% margin. (Baldwin and Moore, 1991).

vii

The model gives tee another explanation of the high dumping margins described by Baldwin and Moore
(1991). It also confirms that the antidumping procedure generates "directly unproductive profits" (Bhagwati,
1982 and developed among others by Hillman, Katz and Rosenberg, 1987, Ethier and Fisher,1987, Leidy and

Hoekman, 1990 and 1991).

viii

To simplify we assume that this information campaign is not costly for the northern firm and there is no
uncertainty concerning the success of this campaign.
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" Like Moore (2005), we assume that if the southern firm agrees to cooperate with the investigations then the
administering authority will be less severe. By withholding information, the southern firm decreases the
probability of winning the petition compared with the cooperative case. Even if this assumption seems to be
obvious, Murray (1991), Palmeter (1991) and Lindsey (1999) argue it is probably not consistent with the US
department of commerce procedure. Nonetheless, Blonigen (2003) claims it is not a "serious criticism" of

Moore's model.

*Consumers' interests are not mentioned in the WTidAmping Code. Considering the case where the

government only cares about producer welfare, weveha W2 =m+t[D" and then

% =0<tg, :%[l—c+7£(1—1)] or t,, :% 1-c+7&(1-a)|. Unsurprisingly, the optimal

tariff without considering consumers' interestsl e higher. In this case, the sensibility of thei-dumping

dutyto & andto @ is also higher and the following conclusions wilit change.

XThe prices and the demands at the equilibriumratieei appendix of this paper.
XIProof in appendix 2.
Xiiproof in appendix 3.
XVProof in appendix 4.
*Proof in appendix 5.

“iproof in appendix 5.
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