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Recent years have witnessed a resurgence of trade protectionism, either vocally used 
as an electoral tool or more discretely implemented within WTO rules. On the one 
hand, the US-China trade war that has erupted in 2018 over steel and aluminium 
has often made the news, helped by the size of the two contenders. The reciprocal, 
unilateral imposition of tariffs has spilled over to other products, from agricultural 
commodities to 5G technology, and other countries as well, with the US threatening 
to sanction automotive imports from the EU and Japan on national security grounds. 
On the other hand, a less vocal yet more pervasive trend has started in the aftermath 
of the 2007–2008 financial crisis, with several countries imposing discriminatory 
measures to favour domestic firms (Evenett 2019), and has gained prominence in 
the context of the fight against the COVID-19 pandemic, when many countries have 
resorted to trade restrictions ranging from export licenses to outright export bans 
(Pauwelyn 2020) in the attempt to secure domestic availability of necessary goods 
such as protective garments, medical equipment, or simply food.

The context where these events take place is one where the rule-based system 
that has governed international trade flows since the Bretton Wood era, built around 
the GATT and the WTO, is in jeopardy. Since the mid-2000, the lack of progress in 
the Doha round of multilateral negotiations signalled the difficulties associated with 
each country holding a de facto veto power. Moreover, the WTO dispute settlement 
crisis that erupted in 2019, with the Appellate Body unable to function for a lack of 
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new appointments to replace members whose terms had expired (new appointments 
being blocked mainly by the United States), has certified the dire state of the institu-
tion that is supposed to govern international trade (Bown and Keynes 2020).

Despite these difficulties and a progressive shift from multilateralism to a tangle 
of bilateral and plurilateral trade agreements, in the first decade of the 21th century, 
trade liberalization had continued its march, spreading to emerging economies tra-
ditionally less integrated into world markets and leading to what Richard Baldwin 
(2016) has labelled “The Great Convergence”. The virtues of free trade appeared 
so entrenched in the public discourse that in the aftermath of the financial crisis of 
2007–2008 countries avoided blatant protectionism as the world experienced in the 
1930s. Yet, this period’s successes saw the seeds of the current demise.

To start with, the integration of China into global trade since its accession to the 
WTO in 2002 and its rapid rise as a production hub and export powerhouse has been 
felt across the world. While the benefits of low prices, together with the prospect 
of a large number of potential consumers, seemed overwhelmingly positive at first, 
over time fears about job losses and unfair competition started to surface, includ-
ing in voting booths (Colantone and Stanig 2018a, b; Caselli et al. 2020a, b; Autor 
et al. 2020). The sharp contraction in economic activity brought about by the Great 
Recession reinforced this trend and several countries added strings to their stimu-
lus plans aimed at favouring domestic firms over foreign competitors. The outright 
protectionism we have been witnessing during the last couple of years was just one 
step away. In between, lies the strategic use of administered protection and tempo-
rary trade barriers allowed by WTO rules, such as anti-dumping (AD) duties that 
often represent nothing more than “a clever form of protectionism” in the words of 
Thomas Prusa (2005). To this, one may also consider the growingly abusive employ-
ment of national security arguments to justify trade restrictions (Cohen 2020; Praz-
eres 2020).

The new US Administration led by President Biden is expected to adopt a less 
confrontational approach towards foreign competitors, support a reformed WTO 
and aim at better trade relationships with the countries recently joining the Regional 
Comprehensive Economic Partnership (González et al. 2020). This might entail that 
the pendulum will gradually sway back to more trade openness, but new restrictive 
measures will likely go hand in hand with the removal of existing ones. Tariff and 
non-tariff barriers will thus continue to impact significantly on international trade 
patterns.

The impact of trade barriers on domestic firms and workers is often less obvious 
than it appears. In a world where production no longer occurs in a single location, 
but rather is split into separate steps taking place in distance countries, intermediate 
products travel back and forth along complex value chains, crossing borders mul-
tiple times. As such, not only do imports represent as much a source of domestic 
competitiveness (Bloom et  al. 2016; Caselli 2018) as they may represent a threat 
(Iacovone et  al. 2013; Utar 2014; Caselli and Schiavo 2020; Caselli et  al. 2021), 
but local firms may end up being negatively affected by the very trade barriers that 
are supposed to protect them from foreign competition (Bown, 2020). The news 
that in September 2020 thousands of US companies were suing the Trump admin-
istration over its China tariffs makes this point very clear. Given the large degree 
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of heterogeneity that characterizes firms within narrowly-defined sectors, and even 
products within the same firm, the impact of trade policy is likely to be very differ-
ent across firms (Amiti et al. 2019, 2020), and the basic notion that tariffs protect 
domestic jobs needs to be updated.

Despite their importance for the performance of firms, product and labour mar-
kets, and the overall economy, the way trade restrictions shape production and 
export activities remains poorly understood. Yet, the issue is critical for both econo-
mists and policymakers in order to design effective policies and provide the right 
incentives to invest in technology adoption, productivity improvements and even to 
address global issues such as climate change and social rights. Indeed, one of the 
most interesting proposals for a global carbon tax features a tariff levied on goods 
imported from countries unwilling to join the international efforts to fight cli-
mate change (Nordhaus 2015). In a similar vein, several countries, including those 
belonging to the EU, have proposed to address the lack of social rights by includ-
ing and implementing more stringently social clauses in their trade agreements (von 
der Leyen 2019; Harrison et al. 2019). In such cases, and in many others as well, it 
becomes imperative to have a clear view of the heterogeneous impact of trade barri-
ers on economic sectors, firms and workers.

The papers contained in this Special Section shed new light on the topic, by com-
bining detailed information on trade policy with firm- and worker-level data that 
enable the authors to examine the different channels through which trade barriers, in 
advanced, emerging and developing countries, exert heterogeneous effects on coun-
tries, sectors, firms and workers.

Schiavo, Tomasi and Zhu (“Anti-dumping activities against China: patterns and 
effects”) examine the uses (and abuses) of AD duties in the period 1980–2015, with 
a focus on measures imposed by the European Union and the United States. They 
confirm the growing popularity of such trade remedies (even among emerging econ-
omies), the concentration of duties in few sectors and the increasing role of China 
as a target country. Paradoxically, AD measures are increasingly targeting interme-
diate goods, whose share in global trade has dramatically grown and now accounts 
for more than half of global trade, although they are particularly important for the 
competitiveness of domestic firms. In addition, using transaction-level information 
on Chinese exporting firms, they show that AD measures reduce exports, with an 
impact on both the extensive and the intensive margin of trade. Moreover, the export 
prices of targeted products tend to rise marginally, so that the fall in export quanti-
ties is particularly strong.

Fusacchia, Antimiani and Salvatici (“An assessment of import tariff costs for Ital-
ian exporting firms”) provide a theory-based assessment of the costs of trade protec-
tion for Italian exporters. Starting from the observation that many firms are part of 
global value chains (GVCs) and, thus, international input–output linkages are nec-
essary to assess the effects of trade costs on competitiveness, they use information 
on trade in value added to feed a computable general equilibrium model (based on 
the Global Trade Analysis Project) that yields a measure of the impact of import 
tariffs on Italian exports. They document substantial heterogeneity in the effect of 
the common EU trade policy across countries, sectors and firms, and the importance 
of the manufacturing sector in explaining the results, despite low levels of nominal 
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protection. The impact of tariffs depends on the share of imported inputs and also on 
the geography of GVCs: for instance, the current tariff schedule entails higher costs 
for Italian producers relative to German ones, while the former are posed to gain 
more from (bilateral) trade agreements that reduce trade barriers on imported inputs.

Cirera, Lederman, Máñez Castillejo, Rochina Barrachina and Sanchis Llopis 
(“Firm productivity gains in a period of slow trade liberalization: evidence from 
Brazil”) study the relationship between firms’ trade status, tariff reductions and pro-
ductivity. They focus on a period of slow liberalization, as the one experienced by 
Brazil from 2000 to 2008, and show that, despite the modest changes in trade policy, 
there was a positive impact of trade liberalization on firm-level productivity, with 
output and input tariffs working through different channels. They find that, while a 
reduction in output tariffs contributes to a small degree to productivity growth by 
increasing import competition that forces firms to improve efficiency, productivity 
growth mainly occurs thanks to a reduction in import tariffs that allows firms to 
access (cheaper or better) foreign intermediate inputs. In fact, they document also 
the presence of spillover effects to non-importing firms that extend the benefits of 
trade liberalization beyond the group of agents directly affected by the policy. Fol-
lowing these findings, the authors suggest that Brazil has more room for a deepening 
of trade liberalization, especially in intermediate goods, and that this can lead to 
further improvements in firms’ productivity.

Finally, Giovannetti, Marvasi and Vivoli (“The asymmetric effects of twenty 
years of tariff reforms on Egyptian workers”) look at the long run effect of trade 
policy on the labour market, following the evolution of tariff reforms in Egypt over 
the last 20 years. Interestingly, this period is marked by a policy reversal whereby 
the initial liberalization of the late 1990s has made way for a tightening of trade 
restrictions at least since 2016 following the 2008 financial crisis and 2011 Spring 
revolution and the subsequent government change. Such tariff changes have remark-
able asymmetric effects. On the one hand, higher protection of the domestic market 
is associated with a worsening in labour market conditions, both in terms of real 
wages and the probability of finding a stable job in the formal economy. On the 
other hand, they also show that reductions in trade barriers have only minor positive 
effects on Egyptian workers. Thus, the authors suggest that protectionist measures 
have failed to protect workers and even a few years of protectionism can lead to a 
significant deterioration of labour market conditions. However, the aggregate results 
hide important sources of heterogeneity between different types of workers in differ-
ent sectors and this heterogeneity has implications for wage inequality. In particular, 
the authors show that protectionism contributes to increase inequality, which may 
have further long-run negative effects on labour markets.
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