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Abstract

The literature on the political economy of trade protection has focused
on how firms lobby for their preferred tariffs, but opportunities to change
the tariff schedule in the US by legislation are relatively uncommon. How
can importers lobbying in their private capacity escape from tariffs without
relying on Congress? In the United States products must be sorted into tariff
categories by the customs office before the appropriate duty can be determined.
This article documents how firms seek to lower their tariffs by strategically
requesting product classifications from customs. Firms hire lawyers to make
legal arguments to customs officials promoting an interpretation of the tariff
schedule which lowers their costs. Lobbying for favorable classification is
most important to the firm when similar categories have very different tariffs.
The language of product descriptions is political because legal arguments for a
particular classification are more persuasive when the descriptions are worded
broadly. Using a dataset of over 200, 000 classification rulings between 1990
and 2020, I find evidence that firms request classifications in response to certain
quotas and the China tariffs. The findings characterize the tariff schedule as a
living document and describe how the distribution of tariffs and the language
of product descriptions affect the structure of protection.
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1 Introduction

Schattschneider (1935) described how members of the United States Congress

exchanged support for tariffs protecting important industries in their districts and

ultimately logrolled theirway to the highly protectiveTariffAct of 1930. It has been

a long time since that specific scenario where interest groups vie directly for Con-

gressional supportwas last repeated – theUnitedStates last significantly reduced its

tariffs as part of a multilateral negotiation in 1994 and its most recent preferential

trade agreementswere signed in 2006. How can importers lobbying in their private

capacity escape from tariffs without relying on Congress? A brief discussion of

two cases suggests how diligent importers can effectively and continuously bend

the tariff schedule in their favor even when there are no trade negotiations in the

headlines.

In October of 1926 the pioneering early modernist Constantin Brancusi shipped

20 sculptures from Paris to New York City for an exhibition including his master-
piece titled Bird in Space. Modern art and its tendency towards abstraction was not

widely known or appreciated at the time. The customs officials who processed the

sculptures refused to exempt Bird in Space from tariffs as a work of art because they

wereunable to discern thebird. Instead, they classified it as a “manufacturedobject

of metal” and applied a 40% tariff. Brancusi and the artwork’s buyer, having been
offended by the decision, sued the US government for re-classification of the good

and reimbursement of the duties. The consequent legal proceedings quite literally

put the concept ofmodern art on trial: would Brancusi’s revolutionary approach be

accepted by society as art?1 Ultimately, Brancusi prevailed in court, the dutieswere
1Thetariff classificationof artworkhas encountered somewhat frequent difficulties. In a separate

incident, Customs classified a mosaic by Pablo Picasso as “an article of glass,” a decision which was
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returned, and finally in 2005 Bird in Spacewas purchased at auction for almost $30
million as amajorwork ofmodernism (Giry 2002; Cleary 2014).

Close to a century later, another dissatisfied importer found itself involved in lit-

igation over tariffs. Apple Inc. imports iPad Smart Covers from China which are

classified by customs officials as “other articles of plastic” and subject to a 5.3% tar-
iff. Apple’s lawyers argued that the product would correctly be classified as “an ac-

cessory to a machine,” a category that was conveniently duty free. Unfortunately

for Apple, the duty free category’s description explicitly excludes “covers” as acces-

sories. Apple argued in court that the iPad Smart Cover was not a cover at all – in-

stead, it was an article of furniture because it could be configured as a stand for the

iPad. Ultimately, they lost the case (Kelly 2019; Friedman 2019).

These two cases, though separated by a wide expanse of time, echo each other

strongly. In both cases an importerwas displeasedwith a tariff and they challenged

it through the judicial rather than legislative process. Also in both cases the im-

porter targeted the ex post enforcement of the tariff rather than its ex ante deter-

mination. The purpose of this study is to theorize what themostly hidden political

economy of classification means for the better studied political economy of protec-

tion. The argument is that certain bureaucratic institutions are designed to afford

importers – and only importers, except in rare circumstances – the opportunity to

obtain favorable but narrow legal rulings to reduce their tariffs. The narrowness of

these rulings raises the firms’ private benefits from lobbying and therefore encour-

ages firms to lobby for classification individually rather than as part of an industry

group.

This article documents how firms can attempt to escape tariffs by directly lob-

bying the bureaucratic classification process using a novel dataset of over 200, 000
advance classification rulings issued by the customs authorities since 1990. The

also reversed by the courts (NewYork Times 1960).
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customs authorities in many countries, including the United States, issue legally

binding rulings on the classification of particular goods at the request of an im-

porter. The US’s rulings are available from the Customs Rulings Online Search

System (CROSS) (https://rulings.cbp.gov/home). An analysis of the data provides

evidence consistent with the contention that firms use the system not only to

responsibly comply with regulations but also to escape unfavorable trade barriers.

There is evidence that thenumberof classification requests increaseswith themean

and variance of the tariff rates within a heading of the tariff schedule. Also, firms

appear to request classifications when quotas are adjusted (particularly in textiles)

and when former President Donald Trump imposed tariffs during the trade war

with China. The general conclusion is that the assignment of products to categories

of the tariff schedule is itself a political consequence which cannot be taken for

granted.

Additionally, the findings portray the political economyof classification as an in-

tertemporal and inter-institutional conflict. Theinstitutionsof theclassificationbu-

reaucracy encourage importers to lobby in their private capacity. Because classifica-

tion rulings applynarrowly to individual products importershave little incentive to

lobbyas an industry. Theability of importers to escape fromtariffsusing the classifi-

cationsystemis limitedby theoverall distributionof tariffsand the specificityof the

legal language describing product categories. Protectionists, despite having limited

opportunities to directly affect the classification process, can participate indirectly

by influencing these two variables through the traditional legislative channels.

The tariff schedule has had a prominent role in previous studies of the clash be-

tween free traders and protectionists. Rogowski (1989) argues that trade politics,

and in particular average tariffs, are a proxy for class conflict because the distribu-

tional consequences of trade liberalization depend onwhether aworker owns labor

or capital. Hiscox (2001) also emphasizes tariffs inhis studyofhowchanges in factor

4

https://rulings.cbp.gov/home


mobility caused by advancements in technology can shift the political competition

fromclass-cleavages to sector-cleavages. Relatedworkhas emphasizedhowpopula-

tionsdelineatedby either class or sector are affectedby the global economyandhow

they use the political system to raise or lower tariffs accordingly (Schattschneider

1935;Milner 1988; Rodrik 1995; Scheve and Slaughter 2004;Milner andKubota 2005;

Irwin2017). Asanexample, the large literatureonthepolitical economyofpopulism

describes how those who have been harmed by globalization have voted against in-

cumbents and in favor or politicianswhopromised to raise tariffs (Autor, Dorn, and

Hanson 2013; Autor et al. 2016; Jensen, Quinn, andWeymouth 2017; Colantone and

Stanig 2018a, 2018b; Goldstein and Gulotty 2019). The economics literature has sim-

ilarly focused on tariffs tomeasure trade openness.2

The tariff schedule also plays a role in the processes that determine non-tariff

barriers outside the legislature. Among the most important non-tariff barriers

studied by scholars are anti-dumping duties.3 Because the US anti-dumping duties

are determined by the International Trade Commission (ITC) and the Department

of Commerce (DOC) these two bureaucracies have attracted some scholarly atten-

tion (Hansen 1990; Hansen and Prusa 1997). Anti-dumping duties originated as a

way to temporarily buttress domestic industry against malicious anticompetitive

behavior from foreign monopolists. The study of anti-dumping duties has shown

howdomestic industries havebeen able to transform the system into a tool for semi-

permanently raising protective tariffs on foreign goods (Blonigen and Bown 2003;
2Particularly the theoretical approach of Grossman and Helpman (1994) and the work it inspired

(including Mitra 1999; Goldberg and Maggi 1999; Gawande and Bandyopadhyay 2000, among oth-
ers). In these models a central regulator that chooses a tariff schedule favorable to the groups that
earned the highest political weights by making “campaign contributions” (generically, lobbying in-
vestments). Ludema,Mayda, andMishra (2018) study the process of temporary tariff suspensions.
3Other approaches to non-tariff barriers study how regulations, subsidies, and quotas are used

to protect domestic industry (Goldstein 1986; Mansfield and Busch 1995; Deardorff and Stern 1998;
Lawrence 2000; Kono 2006; Büthe andMattli 2013; Egger et al. 2015, amongmany others). Like anti-
dumping duties, these instruments are also implemented using the categories specified in the tariff
code. Therefore, it is possible that firmsmight seek preferred classifications to escape from unfavor-
able non-tariff barriers.
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Blonigen 2002; for an excellent review see Blonigen and Prusa 2008). However, the

ITC and the DOC conduct their investigations on the basis of the categories defined

in the tariff schedule. Therefore, the classification of products into categories has

a direct effect on the data that determine whether the ITC and DOC will find that

dumping occurred. The classification process is important for understanding the

reach and significance of anti-dumping duties because, just like tariffs, the duties

are applied to product categories rather than to individual products. Importers can

still attempt to escape the anti-dumpingduties by seeking favorable classifications.4

Recentwork in political science has highlightedhowpolitics does not cease after

thedeterminationof laworpolicy – it continues at the enforcement stage. You (2017)

documents howmost lobbying in the US occurs after the law in question has been

passed. She develops a framework for the study of ex post lobbying, or the direct

lobbying of bureaucratic agencies for favorable enforcement. Her work concludes

that thedifficultyof collectiveactionandwhether thebenefits areparticularisticde-

termine the intensity of ex post lobbying. In a very different setting, Holland (2016)

also demonstrates how the enforcement of law can become a political instrument.5

She studies howpoliticians selectively choosenot to enforce laws tomaximize votes

from specific populations. The present article applies these principles to the polit-

ical economy of protection. The study discusses the role of classification as aa pro-

cess that selectswhich tariffswill be enforced andwhichwill not. Furthermore, im-

porters are privileged by the institutional structure because they havemore oppor-

tunities to lobby the bureaucracy for favorable outcomes.

A new approach in the literature has approached lobbying as a private good. Re-

cent literature has sought to understand when firms lobby for protection individ-
4Institutionalists have studiedwhen andwhy the legislature could decide to delegate its tariff set-

ting authority to the executive Goldstein and Gulotty (2014). Congress has historically chosen to
strategically delegate tariff setting authority when doing so is expected to tie the hands of a future
Congress thatwould reverse current policy.
5See alsoHolland (2015) andHolland (2017).
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ually or as part of an industry group (Gilligan 1997; Bombardini and Trebbi 2012;

Madeira 2016; Kim 2017; Osgood 2017; Baccini, Pinto, andWeymouth 2017; Rho and

Tomz 2017).6 The literature has found that firms producing highly differentiated

products tend to lobby individually. Firms tend to lobby in cooperation with their

industrywhen the tariffwould benefit all firms relatively equally. Particularistic re-

wards, however, incentivizefirms to lobbyalone. These recent studies explainwhen

import competing firms are able to overcome obstacles to collective action, but rela-

tively little attentionhas beenpaid to importers. In addition, these studies also take

the tariff schedule as given. The present article will expand the literature on lobby-

ing as a private good to cover these issues.

The classification process has attracted some previous scholarly attention. Fis-

man andWei (2004) study tax evasion by comparing Hong Kong’s reported exports

to China with China’s reported imports from Hong Kong at the category level.

They find that the gap in reported trade is higher for categories where the tax rates

are higher, which they interpret as evidence of tariff evasion.7 Fisman and Wei’s

approach detects only illegalmisclassifications because theirmeasures compare re-

ported trade in two locales. Similarly, Betz (2019) studies the relationship between

the complexity of the tariff code, measured by the variance of tariffs, and tariff

compliance.8 His approach also focuses on illegal means to evade tariffs. Other

work that discusses the details of the tariff code, including Goldstein and Gulotty

(2014), studies how tariff lines are redefined by the legislature. This article focuses

exclusively on explaining how firms legally use the institutions of the classification

process to evade tariffs, which is a bureaucratic process that exists independently
6The recent literature draws on advances in the economics literature on the study of global firms

including Krugman (1980), Helpman and Krugman (1985), Bernard and Jensen (1999), Bernard et al.
(2003), andMelitz (2003) amongmany others.
7The authors continue their research program in Fisman, Moustakerski, andWei (2008) and Fis-

man andWei (2009). Their program is also explored in Javorcik andNarciso (2008), Javorcik andWei
(2009), and Buehn and Eichler (2011).
8See also Tavares (2006)
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of illegalmisclassifications and the standard legislative channel.

2 Institutional Context

The key characteristic of the political economy of classification is the institutional

context of the conflict between free traders and protectionists. Because institutions

are central to the theory it is necessary to explicate some of the details of the classi-

fication process in theUS. Since the CustomsModernization Actwas passed in 1993

importers have been responsible for self-reporting their products and their correct

classification on entry into the United States. The port authorities and customs offi-

cials conduct regular audits of the declarations to deter importers fromdodging tar-

iffs by intentionally reporting incorrect classifications and underpaying tariffs. If

the port authority disagreeswith a classification they can demand that a higher tar-

iff be paid. The possible financial penalties for deliberate misclassification are very

steep but fines are relatively uncommon (USCustoms and Border Protection 2004a).

Importers might be concerned about the possibility of mistakenly declaring an

incorrect classification and facing a costly penalty after an audit.9 Alternatively, im-

portersmaywish todeclarea lowtariffclassification thatwouldstretch thecategory

definitions and risk being challenged during an audit. Regardless of themotivation,

firmscaneliminate theriskofpenaltiesbyrequestinga legallybindingrulingonthe

classification of their product before importation (US Customs and Border Protec-

tion2004b, 37). Theseadvancerulingsare issuedbytheUnitedStatesCustomsOffice

(USCS) and its successor agency,CustomsandBorderProtection (CBP) following the

Department of Homeland Security Reorganization. Firms request a ruling by sub-
9The tariff code is formally called the Harmonized Tariff Schedule of the United States (HTSUS)

and is available at https://hts.usitc.gov/. The first six digits of the hierarchically organized codes
are standardized internationally by theWorld CustomsOrganization. Eachmember state can define
higher precision categories using up to four additional digits. In the United States tariffs are set at
the eight digit level, which is also known as a tariff line.
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mitting a letter to the agency detailing relevant information about the product, of-

ten including photographs and sometimes even including a sample item. Firms can

either prepare the letter themselves or retain legal counsel to do it on their behalf.

The letters are permitted to request a particular classification for the product and to

provide a legal rationale for the request referencing the category descriptions, their

associated notes of interpretation, and precedent. A firm that disagrees with a rul-

ing canappeal thedecision. If the appeal is denied thefirmcansue theUnitedStates

in the Court of International Trade for reimbursement of the duties and reclassifi-

cation of the product.

The classification rulings are legally binding but they are not laws so they can be

revoked by the customs office.10 Generally, these revocations occur when the office

determines the ruling to be in error. Revocations and modifications are relatively

rare events, but they canbeverymeaningful for importerswhen theydooccur. Rul-

ingsareperiodically reviewedbycustoms lawyers forconsistencywithcurrentprac-

tice and are sometimes unilaterally modified or revoked. Additionally, there is a

processwhich permits protectionists to petition for a ruling to be revoked (19 C.F.R.

§175), but the process is only very rarely used. Since 1994 fewer than 30 petitions
have been recorded in the Federal Register, while there have been around 200, 000
classification rulings issued over that same interval.

3 Introducing the CROSS Dataset

The CROSS database contains all classification rulings issued by CBP since 1990.11

Themetadatacontains, foreveryruling, informationonwhichtariff lineswere iden-
10Theprecise legaldeferencegiventoCustoms’rulingswasdecidedbytheSupremeCourt inUnited
States v. Mead Corp., 533U.S. 218, 121 S. Ct. 2164, 150 L. Ed. 2d 292 (2001).
11In addition to rulings on tariff classification, CROSS also contains around 50, 000 rulings on

topics including country of origin, coastwise transportation, and other issues. All non-classification
rulings are excluded from the present analysis.
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tifiedbyCBP,which rulings are related,whether the rulinghasbeenrevokedby sub-

sequent rulings, and the date on which the ruling was issued. Figure 1 shows the

count of rulings issued on a monthly basis since 1990. Rulings are very frequent in

most years; there are months in which Customs issues more than a thousand rul-

ings. The large decline in the number of rulings issued in September, October, and

November of 2001 occurred because the Customs office responsible for the rulings

was located in Building Six of theWorld Trade Center until it was destroyed during

the terror attacks onSeptember 11 (USCustoms andBorder Protection 2016). Thede-

cline inJanuary2019 coincideswith thegovernment shutdownof thatmonth. More

informationabout thedistributionof rulingsby category is available inAppendix 12.
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Figure 1: Count of advance classification rulings by month available in the CROSS
dataset.

Thehistoryof significantdevelopments inUStradepolicy canbereaddirectlyoff

of Figure 2, which shows the number of classification rulings by country of origin
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Figure 2: Number of CBP rulings by product’s country of origin and textile status.
The country of origin is indicated by the applicant and the HTS chapter is decided
by CBP.The light bar indicates March 2003 when the US Customs Service was reor-
ganized into the Customs and Border Protection (CBP).
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and product type. The inverted U pattern is particularly prominent in textile prod-

ucts.12Thepeak of the hump in textiles coincideswith the termination of theMulti-

fiberArrangement, aglobal systemofquotas in textilemanufacturing thatwasgrad-

ually phased out between 1995 and 2005 (Khandelwal, Schott, and Wei 2013). It is

possible that the number of classifications rises as the importing firms attempt to

determine when their products will no longer be subject to quotas, or perhaps to

convince Customs to classify their products in categories newlywithout quotas.

As China becamemore integrated into the global economymore firms it quickly

became a preferred location for the production of consumer goods and textiles. The

rising demand for Chinese imports appeared to drive an increase in the number of

classification requests. Previous scholarship has shown that China’s entry into the

WTOgreatly increased trade, potentiallyby reducing tradepolicyuncertainty (Han-

dley and Limão 2017; Autor, Dorn, and Hanson 2013). China’s low wages made it

a particularly profitable location to produce textiles (Khandelwal, Schott, andWei

2013). The end of the textile quota system combined with the entry of China onto

world markets was anticipated to cause a huge spike in textile imports that could

put textile producers in the US out of business. The US, under pressure from do-

mestic textileproducers, retained theability to temporarily reimposequotasonChi-

nese textiles during China’s negotiations to enter the WTO. The Chinese govern-

ment andUS textile importers balked at the piecemeal reimposition of these quotas

between 2003 and 2005. In particular, they found it difficult to plan business deci-

sions while being unsure about which textile products would be subject to quotas

in the future. The US and China negotiated an agreement in late 2005 that would

provide some degree of import protection for US textile producers while clarifying

policy for the US retailers and Chinese producers. The US would reimpose quotas

on certain pre-specified textile product categories (with someproducts individually
12Here, textile products are roughly defined asHTS chapters 50-63 following the definition used in

Khandelwal, Schott, andWei (2013).
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exempt) and would completely remove quotas on all textile goods after three years.

Thehuge spike in classifications related to textile goods fromChina occurs after the

new agreementwas implemented on January 1, 2006 (Jones 2005). I will show some

evidence that the spike represents attempts byfirms to convinceCustoms to classify

their products into the quota exempt categories.

The pattern of classification requests unrelated to textiles and China follows a

quite different pattern which appears to be driven by an episode of institutional

change. While classification requests related to China or textile products experi-

ence a hump shape pattern, the other goods experience a slow rise in classifications

followed by a dramatic and persistent decline. The decline occurs immediately

after March 2003, the month in which the US Customs Service was absorbed

into Customs and Border Patrol as part of the Department of Homeland Security

Reorganization (shown by the grey bar on the plot). Examining the other panels

it appears that they also began to decline after the reorganization (or, in the case

of non-Chinese textiles, a pre-existing decline began to intensify). The pattern

suggests that the reorganization of Customs inside the new Customs and Border

Patrol agency, an example of institutional change, affected its effectiveness as an

organization. These trends are explored in a separate paper.

4 Theory: The Political Economy of Classification

4.1 Decision to Lobby for Classification

Firms choose whether to lobby the classification process by weighing the costs of

switching categories against the benefits. The primary benefit is achieving a lower

tariff rate, but due to the widespread use of the classification system in trade pol-

icy, sometimes firmsmay wish to escape a category for other reasons. Firmsmight
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alsobemotivated toescapeacategory that is a frequent target inanti-dumpingcases.

Firmsmay also wish to take advantage of the rules of origin and other eligibility re-

quirements in a trade deal. Finally, there are benefits of lobbying the classification

system relative to lobbying through other channels. Firms can achieve lower tar-

iffs through classification without needing to wait for the next tariff bill to come

through the legislature. Also, due to the narrow scope of each ruling, firms can

lower their own tariffs through classificationwithout necessarily also lowering the

tariffs on their competitors’ products. The narrowness of the rulings emphasizes

how these benefits are more easily accessible to firms lobbying in their private ca-

pacity.

The primary cost of requesting a classification ruling with the intent to switch

categories are the costs of retaining legal counsel.13 These costs can become signifi-

cant if firmsmust appeal the ruling. Evenwith effective legal representation, firms

do not have perfect control over the rulings made by Customs and the courts. Rul-

ings are difficult to reverse. Unfavorable rulings can be appealed first to Customs,

then to the Court of International Trade, and finally to the Supreme Court. Finally,

there is additional risk from future anti-dumping tariffs and other changes to the

tariff schedule. Firms may wish to avoid classification into categories at risk of be-

ing included in future anti-dumping cases even if they currently carry a lower tariff

rate.

Both the costs and benefits of lobbying for classification depend not only on the

tariff assigned to individual categories but also on the tariffs assigned to similar cat-

egories. The benefits of switching categories depend on the difference in tariffs be-

tween them. The costs also depend on the structure of the tariff schedule – the con-

sequences of an unfavorable ruling are higher if similar categories have high tariff

rates. The primary implication of the theory is that the distribution of tariff rates
13See Section 6.2 for an empirical assessment of these costs.
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among similar product categories will determine the propensity of firms to lobby

for classification. Events that change the distribution of tariff rateswill also change

the pattern of classification rulings.

These insights translatenaturally into twoempirical predictions. First, there are

greater rewards possible for moving categories when the variance in tariffs among

similar categories is high. If all similar products have the same tariff rate there are

fewer incentives to move categories. Second, there are more incentives to moving

categories when the average tariff among similar products is higher. Few firmswill

seek to reduce their tariffswhen tariffs are very low in all similar products.

Firms cannot simply choose any low tariff category for their product’s classifica-

tion – they are constrained by the plausibility of their legal arguments. The plau-

sibility is controlled by the wording of the category descriptions. The wording of

the category descriptions has previously been considered an anodyne feature of the

tariff code.14 However, the precise wording of the category descriptions and the as-

sociated interpretation notes are crucial to determining how easily firms can target

their preferred classification. In the Apple Inc. v. United States case it was clear that

the exemption of “covers” from their targeted category’s description required their

lawyers tomake amore tenuous legal argument.

Aspects of the tariff schedule other than the tariff rate itself can become polit-

ical at the classification stage. Broader description wording facilitates the ability

of importers to argue for their preferred categories during the classification stage.

Importersmay also prefer that the tariff code includes a large number of categories

because a higher number of categories provides more opportunities to achieve a fa-
14The arguments in this section address the specificity of description wording at the eight digit

level, also known as the tariff line level. A direct consequence of the tariff code’s hierarchical design
is that the description wording is always more precise for more disaggregated levels. These differ-
ences in precision are unimportant to firms because tariffs are set at the line level. The specificity of
the category wording is only important for the classification process when comparing descriptions
at the line level within a group of similar products (which is taken as the four digit or tariff heading
level).

15



vorable classification. Precisely worded category descriptions have a double edged

effect. Firms may find it very difficult to escape to a target category which is pre-

cisely defined, but a higher number of precisely defined categories can increase the

number of categories, which creates opportunities to target other categories. Re-

gardless, the wording of the category descriptions is a political object because it de-

termines the ease with which different categories can be targeted by the firm. The

consequences of a particular categorywording can be very high because of the high

degree of persistence in tariff rates (Acosta and Cox 2022).

The literaturehas sometimesused the specificityof a categorywordingasaproxy

for the degree of differentiation of the products in the category (Broda and Wein-

stein 2006). The oftenunstated assumption is that highly differentiated products re-

quire highly specific wording for identification. However, it is not necessarily true

that highly specific category wording must be an indication of a highly differenti-

ated product. Because the category wording has implications for the possibility of

tariff classification it is possible that the wording itself is subject to political influ-

ence.15Thespecificity of the categorywordingmay reflectmore than thepurely eco-

nomic characteristics of the products at issue.

Not all firms that interact with the classification process are intending to move

their products into favorable categories. Some are simply trying to ensure compli-

ance with the Customs Modernization Act’s requirement that importers correctly

report their goods to Customs. Disclosures are audited and firmsmight need to pay

penalties if they are found to be out of compliance. It is not clear that changes in

the tariff schedulewould induce firms to seek classification rulings – changes in the

tariff ratewould not generally call the classification of goods into question. Thus, if

firms request more classification rulings after an increase in tariff rates it is likely

that they are attempting to escape the new tariffs.
15See also Acosta and Cox (2022) for case studies of the political history of tariffs on specific prod-

ucts.
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4.2 Classification and the Political Economy of Protection

Figure 3 represents the classic approach to the study of the political economy of

protection using dashed arrows and is loosely inspired by Grossman and Helpman

(1994). Importers and protectionists lobby the legislature to promote their interests.

There is substantial evidence suggesting that protectionist interests are more

effective because they tend to be geographically concentrated, enabling them to

punish anyfirms that under-contribute to the lobbying effort (Busch andReinhardt

1999, 2000).16 The struggle for control over the tariff schedule normally occurs in

the legislaturewhile conflict over non-tariff barriers usually occurs in bureaucratic

institutions. The political process results in a tariff schedule which assigns tariff

rates to categories of products.

Figure 3 shows how the classic approach is supplemented by the political econ-

omy of classification using solid arrows. In the United States the classification pro-

cess is administeredbyexecutivebranchagencies (theUnitedStatesCustomService

and the Customs and Border Protection agency since 2003) as overseen by the judi-

ciary. The agencies are staffed by civil servants who are motivated to implement

the laws as passed by Congress. They require information from importers about

their products to do that work. Thus, importers have an opportunity to make the

best legal casepossible that theirproducts shouldbeplaced into favorablecategories.

Importers lobby, not by meeting with policymakers in smoke filled rooms, but by

providing information about their products in a relatively transparent institution-

alized system. But the system isnotpoliticallyneutral – it gives importers theoppor-

tunity tomake their case to the bureaucracywith limited interference from protec-
16Analternativemechanismexplaining the success of protectionists focuses on information about
the distributional consequences of liberalization. If workers are unsure about whether their wages
will be benefited or harmed by trade liberalization (perhaps because they cannot discern the degree
of factormobility) then amajoritymayoppose liberalization even if it generates aggregate gains (Fer-
nandez andRodrik 1991).
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tionists.

The diagram illustrates how the political economy of protection is both an

intertemporal and inter-institutional process. While import competing industries

emphasize the traditional channels of lobbying the legislature or the regulatory

bureaucracy, importers can escape these barriers by focusing their attention on

Customs. Importers can still lobby the legislature or try to oppose anti-dumping

initiatives. But they must decide where to direct their limited resources for lobby-

ing – towards Customs or the traditional arenas of protection. Choosing Customs

means that they might secure a favorable classification within a relatively short

timeframe. Choosing the legislature gives them an ability to reduce tariffs directly

but they must wait for an opportunity in the form of a trade deal negotiation or

another legislative initiative. Importers that choose to prioritze the classification

channel can lobby in their private capacity but they need to coordinate with other

firmswhen lobbying in other channels.

The political economy of classification theorizes how firms are using the classifi-

cation system to escape from tariffs. It describes how importing firms spread their

lobbying efforts across both legislative and bureaucratic channels while import

competing firms are constrained to focus their efforts to directly affect the tariff

schedule on legislative lobbying.17 The implication is that the importers which

choose to allocate scarce resources towards legislative lobbying are choosing not

to put those resources towards bureaucratic lobbying. Therefore, classic studies of

the political economy of protection that focus only on legislative lobbying could be

studying a highly nonrandom subset of the lobbying for free trade. In particular,

firms that produce highly differentiated products should bemore inclined to lobby

the classification process because of how narrowly the classification rulings are
17As discussed previously, there are avenues for import competing firms to pursue non-tariff bar-

riers such as anti-dumping duties. But theyhave relatively fewavailable paths if theywish to change
the tariff schedule.
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Figure 3: Schematic diagram of the classic approach as modified by the theory of
this paper. The dashed lines represent the classic theory whereby a legislature and
a bureaucratic apparatus balance the interests of firms and consumers. The legis-
lature takes account of consumer interests because they need votes, and they take
note of industry interests because they need industry buy-in for their policies and
campaign contributions (Grossman and Helpman 1994; Mitra 1999; De Figueiredo,
Richter, and Kelleher 2014). The legislature determines a tariff schedule assigning
tariffs to product categories. The solid lines depict the additional components re-
lated to tariff classification. Importers can lobby Customs for favorable classifica-
tions. Their ability to shop for tariff rates is constrained by the tariff schedule – the
wording of category descriptions and the variance of the tariff rates across similar
categories. Together, the classifications decided by Customs and the tariff schedule
decided by the legislature determine the actual structure of protection. Boxes rep-
resent actors, ellipses represent institutions, and octagons represent outcomes. Ar-
rows are labelledwith themechanism of the interaction.
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applied. Importers choosing to emphasize bureaucratic lobbying over legislative

lobbyingmight be invisible to studies that only consider howfirms spend resources

on legislative lobbying.

5 Hypotheses and Research Design

The primary empirical prediction from the theory is that more firms will attempt

to shop around for favorable tariff rates when tariffs are steeper. The prediction

can be operationalized in at least a few ways. First, importers should be more

likely to request a classification ruling if tariffs in a group of similar products are

relatively high. Second, importers should be more likely to request a classification

ruling when there are plausible alternative categories with low tariffs. Third, im-

porters should be more likely to request classification rulings for categories whose

descriptions are broadly worded because it is easier for firms to make a plausible

legal argument for classification in the category. Fourth, changes in the tariff

code such as new quotas or tariffs should cause spikes in classification requests for

those products. Each of these predictions will be assessed empirically in Sections

6.3, 6.4, 6.5, and 6.6. The combination of intertemporal, inter-sectoral, and case

study analyses robustly assess the relationship between tariffs and classification

rulings. To aid the interpretation of the results, some descriptive statistics on the

key variables are provided in Appendix Table 5.

Unfortunately, the available data are somewhat limited in their ability to eval-

uate these predictions from the theory unless certain assumptions are made. The

most significant limitation is that the rulings indicate only Customs’ decision on

the product’s classification and contain very limited information about whichever

alternative possible classifications were considered. Without knowledge of the set

of plausible classifications for each product it is not possible to directly evaluate
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whether the firm was able to successfully achieve a low tariff classification.18 For

the same reason, it is difficult to obtain a good sense of the consequences of the

political economy of classification for tariff revenue. To make progress some

weak assumptions must be made when interpreting the CROSS data. First, the

analysis will assume that attempts to escape from a particular category are not

always successful. Therefore, an increase in the frequency of rulings that classify a

product into a category could represent either an increase in unsuccessful attempts

to escape the category or an increase in successful attempts to reach the category.

It is still necessary to define a set of comparable product categories to evaluate how

successfully firms are avoiding tariffs. Second, the analysis will assume that the set

of plausible alternative classifications is some subset of the tariff heading.19

To study the relationship between classification rulings and lobbying, data

on the firms that requested classification rulings were collected from over

100, 000 rulings.20 Because most rulings are issued in the form of a letter to
the applicant, it is normally possible to extract the name of the firm that sub-

mitted the request from the ruling’s text. These names were then approximately

matched to the names of firms appearing in the firm-level LobbyView database

(https://www.lobbyview.org/) (Kim 2018). The LobbyView database contains

information from thousands of digitized lobbying reports filed under the Lobbying

Disclosure Act of 1995. The merged dataset was then supplemented with firm

and industry level control variables (Feenstra, Romalis, and Schott 2002; Bown
18Some rulings do indicate the alternative categories considered by Customs. However, Customs
appears to have a lot of discretion to choose the discussion’s level of detail. Sometimes many cate-
gories are discussed, sometimes just a few, and typically none at all. There appears to be no system-
atic information available from the rulings on the alternative categories under consideration.
19Theheading level corresponds to the4 digit codes of the hierarchical tariff classification scheme.

While there are clearly products which could be sorted into categories under multiple headings, in-
dustry experts have validated the use of headings as a heuristic for comparability in interviewswith
the author.
20Although the main dataset contains 200, 000 rulings, firm names could only be reliably ex-
tracted from rulings after 2000. Therefore the firm level dataset covers the 100, 000 rulings issued
since 2000.
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2005).21 To separate importing firms from import competing firms, the dataset also

includes sector level information about dependence on foreign inputs from the

World Input-Output Database (M. Timmer et al. 2012; M. P. Timmer et al. 2015).

These data are deployed in Section 6.7.

6 Results and Analysis

6.1 Do firms use classifications strategically? The Case of Heartland

By-Products

Perhaps themost crucial questionabout thepolitical economyof classification is the

extent towhich it is actually about importers using the systemto escape fromtariffs.

It is true that some importers request classification rulings without targeting a low

tariffcategory simply to ensure their compliancewithcustoms law. At least somere-

quests for rulings aremotivated by a desire to limiting transactions costs associated

with international trade – to create certainty about the tariff that will be charged

and to guard against future litigation. Is there any evidence that firms treat classi-

fication politically? To demonstrate that the political aspects of the classification

process have not escaped the interest of firms this section briefly discusses the case

of afirmwhoseuseof theclassificationsystemfell afoulof somepoliticallypowerful

groups.22

For thesakeof transparency it shouldbenotedupfront that thecaseofHeartland
21Because of the presence of privately owned firms I relied on Bureau van Dijk’s Orbis dataset for

firm level control variables. Feenstra, Romalis, and Schott’s trade database was most recently up-
dated by Schott in 2018. I also use tariff data from the International Trade Commission and data on
antidumping cases fromBown (2005). When industry level variablesneed tobe connected to the clas-
sifications I use the concordanceprovidedbyPierce andSchott (2012). Finally, to ascertainwhether a
givenproduct category consists ofmostlydifferentiatedproducts the elasticities of substitution from
Fontagne, Guimbard, andOrefice (2019) weremerged to the final dataset.
22The section draws on the contemporary journalistic accounts of the incident by Rabson (2000),
Palmer (2000), Morgan and Sarasohn (2000), Staff (2000), Salant (2000), and particularly Tirschwell
(1999).
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By-Products is atypical in twomajor ways. First and most importantly, a classifica-

tion rulingwas directly challengedby a domestic industry in this case. As discussed

above, this mechanism has only been invoked fewer than 30 times since 1994. Sec-
ond,members ofCongress becamedirectly involved in the rulingprocess. Congress

rarely intervenes in the classification process, appearing to choose the fire-alarm

methodofoversight in this instance (McCubbinsandSchwartz 1984). Thepurposeof

studying the case is to demonstratehowclassification canmatter tofirmsandhowa

seemingly innocuous technical process can create distributional consequences that

determine the structure of protection.23

6.1.1 SCT, LLC and the Livewire FlashDrive

In light of the atypical nature of the Heartland case, it is useful to first describe a

more typical case of how firms lobby the classification system which can be used

for comparison. In August 2010 Customs issued a ruling on the classification of the

“Livewire Flash Device” imported by SCT, LLC, a manufacturer of aftermarket au-

tomobile parts. This product connects to Ford motor vehicles and enables users to

“diagnose potential problems, adjust certain performance settings, and record per-

formance data.” Customs is considering twopossible classifications for the product:

1) anapparatus for transmittingdata (duty free)or2) adevice formeasuringorcheck-

ing instruments (1.7% ad valorem tariff).24
23Of course, even if classifications aremostlymotivated by circumspect firms seeking to avoid sur-
prising litigation and tariffs the process may yet play a political role. As discussed extensively by
Williamson (1979), transactions costs can greatly affect the structure of economic relations. If the bu-
reaucracy isdesigned tohelp importers reduce transactions costs then it is alsoharming the interests
of protectionistswhowouldprefer that the act of importingbe a risky endeavor (see alsoWilliamson
1999).
24Specifically, Customs was choosing between a classification within heading 8517: “Telephone
sets, including telephones for cellular networks or for other wireless networks; other apparatus for
the transmission or reception of voice, images or other data, including apparatus for communica-
tion in awiredorwireless network (such as a local orwide areanetwork), other than transmissionor
reception apparatus of heading 8443, 8525, 8527 or 8528; parts thereof:” and heading 9031: “Measur-
ing or checking instruments, appliances and machines, not specified or included elsewhere in this
chapter; profile projectors; parts and accessories thereof:”.
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The text of the ruling letter reveals prolonged contact between Customs and

counsel representing the firm. The ruling refers to a phone conference between

counsel and Customs in June 2010. The ruling also references at least two written

communications occurring before July 2010. Initially, counsel proposed that the

product be classified as an “automatic data processing” device, but later withdrew

that contention after discussions with Customs. Their second communication ar-

gued for classification as an apparatus for data transmission citing precedent from

previous rulings. Although the exact nature of these communications remains

unknown, it is notable that lawyers for SCTwere in contact with Customs officials

for severalmonths.

On August 2, 2010, Customs ruled against SCT and classified the device as a de-

vice for measuring or checking instruments.25 However, SCT was able to protest

the ruling. Counsel hadfiled their appeal by September 2010. Ameetingwas held at

the Customs office on May 26, 2011 where counsel presented additional arguments.

They also submitted an additional written communication in June 2011. It appears

that the primary objective of the SCT lawyerswas to persuade Customs that the pri-

mary use of their device was “to improve such aspects as fuel mileage and other ve-

hicle functions,” not merely to monitor data from the vehicle’s engine. Evidently,

Customs found these additional arguments to be persuasive. OnAugust 9, 2012 Cus-

toms issued a new ruling that simultaneously revoked their 2010 ruling and reclas-

sified the Livewire device as an apparatus for transmitting data.26

The case of SCT’s Livewire is a typical example of how firms work to escape

from tariffs. The firm sought its preferred classification by retaining counsel and

submitting legal arguments to Customs. In this case, they needed to appeal the

initial ruling, which probably resulted in additional legal costs. The communica-

tion by private correspondence and meetings behind closed doors illustrate the
25RulingH097095 is available in full at https://rulings.cbp.gov/ruling/H097095.
26RulingH126020 is available in full at https://rulings.cbp.gov/ruling/H126020.
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semi-transparent nature of these proceedings. The ultimate legal justification of

the classification is available to the public in the form of the ruling. Notably, at no

point do any of SCT’s domestic competitors participate in the process. Any firms

that compete with SCT’s imports have no direct role in the process. TheHeartland

By-Products case shows what import competing firms must do in order to directly

influence the classification process.

6.1.2 Heartland By-Products, Inc.

The US sugar market is protected by a type of quota called a tariff rate quota. The

sugar products subject to the tariff rate quotas are enumerated by their categories

in the tariff schedule. Inmid-1995 the firmHeartlandBy-Products developed a strat-

egy to import sugarwithout it being subject to thequotas. First, they received anad-

vance classification ruling indicating that their imported syrup fromCanadawould

notbesubject to thesugar importquotas. Next,Heartlandpromptly invested$7mil-
lion in aprocessingplant that could transformthe imported syrup into sugarwhich

could then be sold onAmericanmarkets.

The strategy had two effects on the US domestic sugar market. First, the supply

of sugar was increased by an amount which may have had a small effect on prices.

At its peak Heartland’s single processing plant represented 0.5% of the entire US
sugar market. Second and perhaps more importantly, Heartland’s strategy actu-

ally decreased US sugar imports despite the fact that Heartland was now import-

ing syrup from Canada. Because the syrup had a tariff classification which was not

subject to the sugar quotas it was not counted in the trade statistics on sugar im-

ports. The syrupwas transformed into sugar in theUnited States,whichmeant that

Heartland’s sugarwas produced inside theUnited States and did not count as an im-

port. The sugar industry had a previous arrangement with the government where

loans from the Department of Agriculture would be forgiven if the total sugar im-
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ports were estimated above 1.5million tons at the beginning of the fiscal year. The
estimates were threatening to dip below the threshold because of how Heartland’s

scheme reduced sugar imports. There was a possibility that Heartland could inad-

vertently cause a significant increase in the financial liabilities of sugar producers.

In December 1997 the sugar industry met with Customs officials, the Deputy As-

sistant Secretary of the Treasury, and staff of the co-chairmen of the Senate Sweet-

ener Caucus. They soon filed a formal petition for the revocation of Heartland’s rul-

ing. In January 1998Heartland learned that their rulingwas under review, but they

were unable to obtain the petition until March through the Freedom of Informa-

tion Act. They contacted their Congressman, John Dingell (D-MI), who contacted

the Department of Treasury and Customs on their behalf. According to an inter-

nal sugar industry memo reviewed by journalists, sugar industry executives were

told that “politicalmuscle”would help their cause. The sugar executives then asked

senators to send a letter to the Secretary of the Treasury requesting that the ruling

be revoked. The letter, signed by 22 senators, was sent in September 1998. It took

another several months but in June 1999 Customs recommended that Heartland’s

ruling be revoked.

Heartland then sued to prevent Customs from following through on the revoca-

tion. Due to highly complex litigation, Heartland only ceased importing the syrup

in 2001. The last legal disputes were finally settled in 2009, more than 14 years after
the initial classificationrulingwas issued.Thelitigation in theHeartlandcase is a re-

minder that theCustomsbureaucracy alsodoesnot exist in an institutional vacuum

– the courts are ultimately the entity that determines classification in the event of a

dispute. The threat of litigation and the disposition of the judges to free trademust

play a role in classification decisions. The key judicial institution to the classifica-

tion process is the degree of judicial deference afforded to Customs, or the degree

to which the courts are willing to yield to Customs’ legal reasoning. The degree of
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judicial deference to Customs impacts the difficulty of overturning a classification

decisiononappeal. Thedifficultyof anappeal in turnaffects thewillingnessoffirms

touse the classification systemto lower their tariffsbecausefirmsalways risk receiv-

inganunfavorableruling.Thedegreeof judicialdeferencehasvariedover timewith

somewhat regular input from the SupremeCourt.27

The case of Heartland By-Products highlights how classification can become po-

litical. Heartland may have initially sought a ruling with the intent to circumvent

the quotas or simply to better understand their import costs. Regardless ofwhether

their motivation was technical or strategic, the ruling had a significant impact on

the profits of the domestic sugar industry. In many cases the story ends here – the

importer achieves a better outcome by virtue of having more access to the bureau-

cratic institutions responsible for enforcing the customs law. In this case, the sugar

industry was able to overcome barriers to collective action and leverage its existing

political connections to reverse the ruling.

6.2 What are the magnitudes of the costs and benefits of requesting a

classification?

The benefits to obtaining favorable classification are substantial enough that firms

sometimesmanipulate themanufacturing process to bolster their claim to a partic-

ular category. This phenomenon is called “tariff engineering” and dates to at least

the late 19th century in the United States. For a modern example, some imported

sneakers are given a layer of textile on the sole so that they can be legally imported

at a far lower duty as slippers. In two rulings from 2001, Customs indicated its will-

ingness to interpret any fabric on the bottom of the shoe as the soling material for
27Themost important case on judicial deference is United States v. Mead Corp., 533 U.S. 218, 121 S.
Ct. 2164, 150 L. Ed. 2d 292 (2001) which directly addresses the Customs advance classification rulings.
Other cases frequently referenced include Chevron USA Inc. v. Natural Resources Defense Council,
Inc., 467 U.S. 837, 104 S. Ct. 2778, 81 L. Ed. 2d 694 (1984) and Skidmore v. Swift&Co., 323 U.S. 134, 65
S. Ct. 161, 89 L. Ed. 124 (1944).
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the purpose of classification (rulings G89205 andG89960). Firms explored how they

could design soles that could qualify for the lower duty. One patent for a method

of adding felt to soles described the invention’s purpose with illuminating clarity:

“Depending upon thematerialwhich is used tomanufacture the upper and the sole,

the rate of the dutymay vary significantly. For example, the rate of dutymay range

from 37.5% ad valorem for many common types of footwear to 3% ad valorem for
certain types of sandals and similar footwear… a classificationmay be based on the

type of material that is present on 50% or more of the bottom surface of the shoe
(outer sole) that contacts the ground” (Safdeye, Wu, and Stein U.S. Patent 6 571 491,

Mar. 2001). The shoe manufacturer Converse added fabric to many versions of its

popular “ChuckTaylor All Star” sneakers to achieve amore favorable classification,

a practicewhich continues to the present.

The decision to permit sneakers to be classified as slippers had economically sig-

nificant consequences. Between1996and2001 therewasa217% increase in importa-
tion of “textiled soled house slippers” pairedwith a 45% decrease in importation of
“rubber soled slippers” from 2000 to 2001 when Customs issued the first rulings on

the subject. As can be seen in Figure 4, the consumer price index of footwear prod-

ucts experienced its only sustained decline in a century from 1995-2005, illustrating

the impact of new imports on prices. The economic consequences were significant

enough that protectionist interests lobbied to reverse the trend. In 2002 a consor-

tium of domestic shoe producers argued that the practice of adding felt and other

fabrics to the soles of shoes constituted “disguise or artifice” and should be under

the SupremeCourt caseUnited States v. Citroen, 223U.S. 407 (1912). Customs found

that, because the shoeswere soldwith the fabric still attached to the soles, the prod-

ucts could be classified as slippers. They further argued that if the product were

not properly classified as slippers then it would be incumbent on the US Congress

to change the tariff code (ruling 965751). As of 2018, around 98% of sneakers sold in
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theUSweremanufactured abroad (Bhattarai 2018). The significance of a handful of

rulings for the shoe industry is indicative of the importance of classification to the

global economy.

90

95

100

105

1990 1995 2000 2005 2010

P
ric

e 
In

de
x 

(1
99

5=
10

0)

Figure 4: Consumer Price Index for all urban consumers – footwear in US average
city. Series CUSR0000SEAE from the FRED Economic Data service at the St. Louis Fed-
eral Reserve.

The costs of lobbying the classification process are not easily ascertained but

there is sufficient evidence to show they can be substantial. The primary financial

consideration is the cost of legal counsel, but law firms have few incentives to be

transparent about their bill rates. Nonetheless, there are times when lawyers are

forced to disclose their fees. When firms disagree with a classification ruling they

can sue the government for it to be overturned in the Court of International Trade.

Firms that are successful in court and request that the government cover their

attorney’s fees under the Equal Access to Justice Act (EAJA). Only firms that are

successful in court and have a sufficiently small size are eligible to receive relief
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under the Act and the court has the ability to partially grant requests. But when

they do apply for relief, firms are forced to disclose information about their costs

of litigation. A review of cases where relief under the EAJA was sought reveals

that the costs of litigation have risen over time. In the 1990s lawyers were charging

between $150 and $250 per hour for work on classification related matters, but
in 2014 the court decided that rates had risen to between $300 and $450 per hour.
As part of their EAJA applications firms disclosed total fees ranging from around

$10, 000 to $300, 000 for a given case.28 For context, these valueswould be between
the 30th and 95th percentile of all EAJA awards reported by the Department of

Homeland Security in 2020-2021, which is consistently the department reporting

the highest EAJA awards in the entire government. Costs are almost certainly

higher for firms that are too large to be eligible for relief under the EAJA. Costs

for firms that initially receive favorable classifications from Customs are almost

certainly lower. Nonetheless, these costs are indicative of the possible investment

firmsmustmake to contest a ruling.
28Cases substantiating these numbers include: Consol. Fibers, Inc. v. United States, 39 Int’l Trade
Rep. (BNA) 2430, 2017 Ct. Intl. Trade LEXIS 156, SLIP OP. 2017-157 (United States Court of Interna-
tionalTradeNovember 27, 2017, Decided); Am. BayridgeCorp. v. United States, 24C.I.T. 9, 86 F. Supp.
2d 1284, 22 Int’l Trade Rep. (BNA) 1006, 2000 Ct. Intl. Trade LEXIS 1, SLIP OP. 2000-3 (United States
Court of International Trade January 5, 2000, Decided); Inner Secrets/Secretly Yours v. United
States, 20 C.I.T. 210, 916 F. Supp. 1258, 18 Int’l Trade Rep. (BNA) 1289, 1996 Ct. Intl. Trade LEXIS
44, SLIP OP. 96-33 (United States Court of International Trade February 7, 1996, Dated ); Automatic
Plastic Molding, Inc. v. United States, 27 C.I.T. 1095, 276 F. Supp. 2d 1362, 25 Int’l Trade Rep. (BNA)
1968, 2003 Ct. Intl. Trade LEXIS 94, SLIP OP. 2003-94 (United States Court of International Trade
July 28, 2003, Decided); Shah Bros. v. United States, 38 C.I.T. 1314, 9 F. Supp. 3d 1402, 36 Int’l Trade
Rep. (BNA) 940, 2014 Ct. Intl. Trade LEXIS 110, SLIP OP. 2014-109 (United States Court of Interna-
tional Trade September 18, 2014, Decided); United States v. Hi-Temp Specialty Metals, 22 C.I.T. 51,
20 Int’l Trade Rep. (BNA) 1139, 1998 Ct. Intl. Trade LEXIS 1, SLIP OP. 98-12 (United States Court of
International Trade February 6, 1998, Dated); United States v. Pressman-Gutman Co., 34 C.I.T. 1200,
721 F. Supp. 2d 1333, 32 Int’l Trade Rep. (BNA) 1925, 2010 Ct. Intl. Trade LEXIS 109, SLIP OP. 2010-
105 (United States Court of International Trade September 16, 2010, Decided); Libas, Ltd. v. United
States, 27 C.I.T. 1193, 283 F. Supp. 2d 1327, 25 Int’l Trade Rep. (BNA) 2020, 2003 Ct. Intl. Trade LEXIS
102, SLIPOP. 2003-103 (United StatesCourt of InternationalTradeAugust 13, 2003,Dated); Universal
Percussion v. United States, 19 C.I.T. 546, 17 Int’l Trade Rep. (BNA) 1412, 1995 Ct. Intl. Trade LEXIS
99, SLIP OP. 95-64 (United States Court of International Trade April 13, 1995, Decided); Nat’l Bonded
Warehouse Ass’n v. United States, 14 C.I.T. 856, 754 F. Supp. 874, 1990 Ct. Intl. Trade LEXIS 597, SLIP
OP. 90-134 (United States Court of International Trade December 21, 1990, Decided).
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6.3 Are there more tariff classification rulings in headings with higher

or more varied tariff rates?

Higher average tariffs within a tariff heading raise the stakes for classification and

high tariff variance ensures that there are low tariff lines within a heading that

can serve as target destinations. If importers are attempting to escape from tariffs

then there should be more requests for advance classification rulings in headings

with higher average tariffs and higher tariff variance. These two hypotheses are

supported Figure 5. As shown by the lines of best fit, the number of rulings is

increasing in both themean and variance of the tariffswithin a heading.
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Figure 5: The number of rulings within a tariff heading increases in both themean
andthevarianceof the tariffs in thatheading. Dueto thepresenceofa smallnumber
of extreme outliers, the heading level variances are top coded at a threshold of 2%.
Both figures show a bin scatter plot and a line of best fit.
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6.4 Are there more rulings requests in categories with broadly worded

descriptions?

The theory predicts that broadly worded categories should attract requests for

classification rulings. Category descriptions which are broad are both easier to

escape from if its tariffs are high or to enter if its tariffs are low. The concept of a

“broadly worded” category can be operationalized using the mean string distance

between category descriptions among similar products. The distance between

two sentences, or strings, is the minimal number of insertions, deletions, and

substitutions required to transform one string into another.29 For example, the

distance from apple to orange is 5 because there are 1 insertions, 0 deletions, and 4

substitutions necessary tomake the transformation.30

I calculate themeandistance between any twoproduct descriptionswithin a tar-

iffheading.31 Categorydescriptionswhicharevery similar to theotherdescriptions

in theirheadingwill havea lowaverage stringdistance. Thesevalueswere standard-

ized by heading to account for idiosyncratic differences in the language used to de-

scribe different types of products. The theory would predict that categories with

smaller average string distancewouldhavemore classification requests and rulings.

Table 1 showsOLSregressionson thedeterminantsof theoretical interest. When

a tariff line is wordedmore precisely (meaning that its description is less similar to
29These techniques are commonly used in the literature on natural language processing. See, for
example, Cohen et al. (2003).
30For another example, consider tariffs 6404.19.52: With uppers of vegetable fibers and

having outer soles with textile materials having the greatest surface area in contact
with the ground, but not taken into account under the terms of additional U.S. note 5 to
this chapter which is tariffedat7.5%, and6404.19.57: With uppers of textile material other
than vegetable fibers and having outer soles with textile materials having the greatest
surface area in contact with the ground, but not taken into account under the terms of
additional U.S. note 5 to this chapter, which is tariffed at a 12.5%. The string distance be-
tween these descriptions is 28, which contributes to the average string distance applied to tariff
heading 6404.
31Tariff headings are defined as 4 digit level categories of the tariff schedule and tariff lines are de-
fined as the8 digit level of the tariff schedule.
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the descriptions of other tariff lines within the same heading) there are fewer clas-

sification rulings associated with the line. The relationship is stable across several

specifications.

Also, the regressions in Table 1 show that product lines associated with a higher

elasticity of substitution have fewer classification rulings. The elasticity of substi-

tution is an indicator of the degree of product differentiation. A product which is

highly differentiated cannot be easily substituted for another and so would have a

low elasticity of substitution. The regressions show that higher elasticities of substi-

tution are associated with fewer classification rulings. This result confirms the ear-

lier conjecture that the benefits of lobbying for favorable classifications are largely

private. Classificationrulingsapplynarrowly toaparticularfirm’sproduct, so there

are fewadvantages to coordinating lobbyingactivity acrossfirms. As a consequence,

most rulings occur in highly differentiated product categories.

6.5 Do Temporary Quotas cause an increase in the number of classifi-

cation requests?

Thefollowing two sections introduce case studies designed to examinehowchanges

in trade barriers affect demand for classification rulings infiner detail thanwas pos-

sible so far. The first section studies the termination of theMultifiber Arrangement

(MFA), which was a multinational system of quotas in the textile industry. During

the Uruguay Round in 1995 members of the newly created World Trade Organiza-

tion agreed to replace the quota systemwith tariffs. TheMFAwould be phased out

in four waves the last of which was implemented in 2005. China was allowed to be-

come a member of the WTO in 2001 which meant that it would also benefit from

the end of the MFA. But during negotiations it agreed to delay its access to the full

benefits ofmembership at thebehest of theUSandother states. One concessionwas
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Table 1: Regression analysis of the key determinants of the number of rulings asso-
ciated with a given tariff line. The mean string distance has been standardized by
heading. The elasticity of substitution applies to the six digit level of the tariff code
(Fontagne et al 2019). The distance frommedian is the difference between the tariff
associated with that line and themedian tariff within its heading. The standard er-
rors are heteroskedasticity and autocorrelation robust. Poisson and Zero Inflated
Poisson specifications are available in Appendix 9

Dependent variable:
log(Count of Rulings+1)

(1) (2) (3) (4)
Mean String Distance
(Standardized byHeading) −0.014∗∗∗ −0.014∗∗∗ −0.015∗∗∗ −0.015∗∗∗

(0.001) (0.001) (0.001) (0.001)

Elasticity of Substitution −0.004∗∗∗ −0.004∗∗∗ −0.004∗∗∗ −0.004∗∗∗
(0.0001) (0.0001) (0.0001) (0.0001)

MFNTariff
(Variance byHeading) 23.924∗∗∗ 24.713∗∗∗

(0.850) (0.841)

MFNTariff
(Mean byHeading) 0.171∗∗∗ 0.086∗∗∗

(0.031) (0.030)

Distance toMedian 0.005 0.004
(0.011) (0.009)

Constant 0.240∗∗∗ 197.124 0.191∗∗∗ −621.325∗∗∗
(0.002) (125.337) (0.002) (124.350)

Quadratic Year Trends No Yes No Yes
Observations 209,804 209,804 205,714 205,714
R2 0.004 0.017 0.019 0.033
Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01
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Figure 6: The number of rulings associated with a six digit tariff code is decreasing
in its elasticity of substitution. Two dimensional binning is used to avoid overplot-
ting. The count of six digit tariff codes inside each box is shown by the box’s color.
All categories with zero elasticities of substitution or fewer than five classification
rulings have been excluded. The black line is a cubic polynomial spline.
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that stateswerepermitted to implementaspecial safeguardapplicableonly toChina

which would allow the re-imposition of quotas for certain textile products. At the

urging of textile producers, theUS slowly re-imposed quotas on a number of textile

productsusing thismechanismbetween2003and2005whichgreatly frustratedChi-

nese exporters andUS retail firms. To resolve their dispute over theUS’s adherence

toWTO rules, China and theUS initiated negotiations.

On January 1, 2006 the US and China implemented a memorandum of under-

standing that permitted the full re-imposition of quotas on most Chinese textile

products, but only for a maximum of three years. US textile producers were some-

what satisfied, but the US importers and Chinese exporters were disappointed that

they had longer to wait before they could access the Chinese market. Some textile

products were exempt from the quotas, and these products were identified by their

classification. There is some evidence that Chinese exporters attempted to evade

the quotas by deliberately misclassifying their products into non-quota categories

without having an official classification ruling (Leonard III 2006). To what extent

did importers attempt to legally evade the quotas by seeking a classification ruling

into a non-quota category?

Figure 7 plots the count of rulings by line anddate over time, split byChinese ori-

gin and the relevanceof the classification identified in the ruling to textiles. Thever-

tical line indicates the date onwhich the new temporary quotaswere implemented.

Each product is placed into one of four categories: either it is not a textile product

and not affected by the re-imposition of quotas (Not a Textile), it is clearly subject

to the new quotas (Quota Applied), it is a textile product but not subject to the new

quotas (Textile (No Quota)), or it is explicitly made exempt from the quotas in the

agreement (QuotaExempt). Mostproducts thatwereexplicitly exemptedwere“knit

to shape.” The graph shows that immediately after the quotas were implemented

therewas a rushof rulings that foundproducts to be exempt. These increases donot
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appear in textile products of non-Chinese origin and they also do not appear in non-

textile products. Ultimately, the data suggest that most rulings on textile products

from around the time that the quotas were implemented decided that the product

under consideration was not subject to the quotas for one reason or another. The

case illustrates how firms can use the institutions of classifications to obtain prefer-

able outcomes. The results are corroborated using various specifications from a re-

gression framework reported in Table 2.
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Figure 7: Effect of temporary quotas on tariff classifications. The plot shows a bin
scatter of daily data by tariff line with a loess curve included. The vertical ine in-
dicates the date that the quota system from the US-China Memorandum of Under-
standing was implemented. Quota Applied means that the listed product was sub-
ject to a quota as part of the US-China Memorandum of Understanding. Quota Ex-
emptmeans that the listed product is either one of the HS codes created to identify
articles that are knit to shape and exempt from the China quota or one of the ante-
cedant codes.
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Table 2: Models studying the effect of temporary textile quotas on classification rul-
ings. Under all specifications there are large increases in the number of classifica-
tion rulings that sort a product into an exempt category after the imposition of the
quotas. ’Treatment’ refers to the period in which the quotas were active. Control
variables include theMFN tariff rate of the product, the heading level variance and
mean, and whether the product’s tariff is above the heading level mean. Poisson
specifications are included in Appendix 10.

Dependent variable:
log(Count of Rulings+1)

(1) (2) (3)
Treatment 0.018∗∗∗ 0.017∗∗∗ 0.015∗∗∗

(0.001) (0.001) (0.001)

Quota Applied −0.002∗∗ −0.003∗∗∗ −0.004∗∗∗
(0.001) (0.001) (0.001)

Quota Exempt 0.072∗∗∗ 0.070∗∗∗ 0.079∗∗∗
(0.004) (0.004) (0.005)

Textile (NoQuota) 0.004∗∗∗ 0.003∗∗∗ 0.001
(0.001) (0.001) (0.001)

Treatment * Quota Applied −0.021∗∗∗ −0.022∗∗∗ −0.017∗∗∗
(0.002) (0.002) (0.003)

Treatment * Quota Exempt 0.096∗∗∗ 0.092∗∗∗ 0.086∗∗∗
(0.016) (0.016) (0.016)

Treatment * Textile (NoQuota) −0.023∗∗∗ −0.025∗∗∗ −0.018∗∗∗
(0.002) (0.002) (0.002)

MonthDummies andQuadratic Trends No Yes Yes
Controls No No Yes
Observations 221,304 221,304 169,555
Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01
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6.6 Do the 2018 China tariffs cause an increase in the number of clas-

sification requests?

President Donald J. Trump imposed tariffs on products from China under Section

301 of the Trade Act of 1974 during an extended confrontation over trade policy. As

of the timeofwriting, theChina tariffshavebeen implmented in threewavesmostly

during the summer of 2018. The first China tariffs came into effect on June 20, 2018,

a second wave of products was added on August 16, 2018, and a massive number of

additional productswas added on September 24, 2018. These tariffs are very steep at

25% ad valorem. Would firms undercut the effectiveness of the tariffs by using the
classification system to escape them?

Careful consideration of the importers’ incentives to use the classification

system to escape the China tariffs reveals its limits. Importers face additional risks

when relying on the classification system to escape tariffs that do not apply in other

contexts because the China tariffs could be removed in the future. There are at

least three consequences of the tariffs’ impermanence and their targeted scope.

First, in the event of a reclassification that successfully avoids the China tariffs, the

new MFN tariff rate could be higher than previously. While the firm avoids the

additional China tariffs, their productwould continue to be charged thehigher rate

if the China tariffs are removed. Also, Customs would apply the new higher rate

retroactively, so the firm would need to pay additional taxes on previous imports.

Second, the China tariffs are specific to China but tariff classifications apply to

all imports. A firm that imports from multiple countries may not benefit from

reclassification if it means paying higher duties on imports from other sources.

Third, firms can apply for specific exemptions from the China tariffs through the

United States Trade Representative, which would not involve reclassification.

Nonetheless, firms facing hardship because of the tariffs may resort to the use of
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the classification system to escape the China tariffs.
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Figure 8: Tariff classification rulings related to the China Tariffs by Country of Ori-
gin

Figure 8 indicates that firms were largely successful at securing tariff classifica-

tions thatwere not subject to theChina tariffs. Thefigure illustrates the daily count

of tariff classification rulings for tariff headings affected by the China tariffs. The

grey bars indicate the implementation dates for the China tariffs. Each panel indi-

cates the count of classification rulings affecting a product on each list on each date.

Interestingly, there is a clear increase in the number of classifications recorded for

products not on any list after theChina tariffs are implemented. Again, this pattern

suggests that firms are successfully obtaining classifications which are not subject

to the tariffs.

What was the effect of tariffs on the frequency of classification rulings for af-
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Table 3: Regressions illustrating the relationship between the imposition of the
China tariffs and the frequency of classification rulings. Heteroskedasticity and au-
tocorrelation robust standard errors are reported. Poisson and quasi-Poisson speci-
fications are available in Appendix 11

Dependent variable:
log(Count of Rulings+1)

(1) (2) (3) (4)
Treatment

(Affected Lines After Tariffs) −0.027∗∗∗ 0.007∗

(0.003) (0.004)

Treatment
(AffectedHeadings After Tariffs) 0.008∗∗

(0.003)

Treatment
(Chinese Origin After Tariffs) 0.016∗∗∗

(0.003)

MFNRate 0.077∗∗∗ 0.077∗∗∗ 0.077∗∗∗
(0.009) (0.009) (0.009)

MFNRate >HeadingMean −0.002∗∗∗ −0.002∗∗∗ −0.002∗∗∗
(0.001) (0.001) (0.001)

MFNTariff (Mean byHeading) 0.098∗∗∗ 0.098∗∗∗ 0.099∗∗∗
(0.011) (0.011) (0.011)

MFNTariff (Variance byHeading) −0.091∗∗∗ −0.091∗∗∗ −0.092∗∗∗
(0.011) (0.011) (0.011)

Constant 0.751∗∗∗ −635.738∗∗∗ −646.334∗∗∗ −706.937∗∗∗
(0.0004) (52.641) (53.785) (55.535)

MonthDummies No Yes Yes Yes
Quadratic Trends No Yes Yes Yes
Observations 212,831 158,863 158,863 158,863
Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01
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fected products relative to unaffected products? The relative differences can be ana-

lyzed in a regression framework,which is illustrated inTable 3. Thefirst regression

shows the simple ordinary least squares specificationwhere treatment is defined as

both being 1) a product on one of the three China tariffs lists and 2) a date follow-

ing the list’s implementation. The result is actually a negative effect which suggests

that other confounding trends are overwhelming the effect of the China tariffs. Ad-

justment for these confounding trends occurs in the second regression which adds

control variables,month dummy variables to deseasonalize the data, and quadratic

trends tode-trend thedata. Theadditionof the controls turns the effect of theChina

tariffs on rulings requests positive. The effect is similar for an analysis conducted at

the heading level, where the product is considered treated if its heading appears on

a China tariff list and the list has been implemented. This regression is designed to

identify cases where firms were successful at avoiding the China tariffs – the prod-

ucts were classified within a heading but not into a category subject to the tariffs.

Finally, the same regression is run where treatment is again redefined to only ex-

amine products originating from China after the first list was implemented, which

is another way of identifying the successful cases of firms escaping the China tar-

iffs. This regressionagainfindsahighernumberof classificationrulings for affected

products following the implementation of the China tariffs.

6.7 Do the same firms that heavily lobby the legislature also heavily

use the classification system?

Table 4 demonstrates how firms rely on the legislative and classification processes

at the extensive margin. It shows the fraction of firms that accumulate significant

lobbying expenditure and/or significant numbers of classification rulings between
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2000 and 2020.32 Consistentwith existing findings on lobbying in the literature, the

vast majority of firms do not spend significant amounts on lobbying (Osgood 2017;

Kim 2017; Huneeus and Kim 2018). This pattern is also observed in the realm of lob-

bying the classification process – only around 10% of firms in the dataset requested
three or more rulings. Crucially, the firms that spend heavily on lobbying are not

the same as the firms that regularly request classification rulings. Only around 3%
of all firms in the dataset lobbied both Congress and the bureaucracy in significant

amounts. These differences suggest that the type of firm which chooses to lobby

Congress is quite different from the type of firm that chooses to lobby the bureau-

cracy, which is consistentwith the theory.

Insignificant Rulings Significant Rulings
Insignificant Lobbying 3155 (80.81%) 209 (5.35%)
Significant Lobbying 448 (11.48%) 92 (2.36%)

Table 4: Count of firms having significant spending on lobbying Congress and/or a
significant number of classification rulings. Lobbying was deemed significant if it
amounted to at least $1million between 2000 and 2020. The number of classifica-
tion rulings was deemed significant if there were at least three rulings associated
with the firm over the same interval. Only 92 firms (3%) had significant amounts of
both lobbying and classification rulings. An exact test rejects the sharpnull hypoth-
esis of independence between the distributions (95% confidence interval (2.35,4.06)
excludes 1). See Appendix G.4 for robustness to other thresholds.

Table 4 suggests that different types of firms prefer different lobbying strategies

but provides little insight into how those groups differ. While the theory suggests

that the groups should be differentiated by their orientation towards trade and the

type of products they import, it may be that another factor such as firm size is driv-

ing the differences in the table. Previous literature has found that only large firms

are able to pay the fixed costs of legislative lobbying (Kim 2017; Osgood 2017). One

way tobolster confidence that thegroups inTable4 reflect the theorywouldbe toob-

serve substitutionat the intensivemargin among the fewfirms thatdo lobby inboth
32Total lobbying expenditure between 2000 and 2020was deemed significant if it exceeded $1mil-
lion. Three ormore total classification rulings over the same periodwas considered significant.
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channels. If the firms that rely relatively heavily on one channel eschew the other

channel, even among the rarefied group of firms that use both, then it suggests that

firms treat lobbying for classification and lobbying the legislature as substitutable

activities.

Figure 9 provides two perspectives on the intensive margin of ex ante and ex

post lobbying. The left panel depicts the actual lobbying expenditure and ruling

frequency for the roughly 3% of firms that lobbied significantly in both channels.33

The panel shows that the firms which lobbied Congress relatively heavily tended

not to lobby the classification bureaucracy heavily and vice versa. This negative

relationship at the intensive margin supports the theory. Even among the firms

with enough resources to properly invest in lobbying, firms tend to choose one

channel or the other.

The right panel of Figure 9 shows, among the firms that significantly lobbied ei-

ther Congress or the bureaucracy, whether both channels were regularly employed

in the same year. If the two channels are complements then firms would benefit

from employing them at the same time because investment in one channel would

enhance the efficacy of the other. If the two channels are substitutes then the firm

would prefer to use one or the other depending on their relative favorability at that

time.Theplot shows theproportionof years inwhichagivenfirmlobbiedCongress,

requested a classification ruling, or both. Very few firms regularly chose to both

lobbyCongress andrequest classificationrulings in the sameyear. Theplotprovides

evidence thatfirmsare treating these channels as substitutes in thewayproposedby

the theory.
33Regressionof log(Lobbying Amount) on log(Number of Rulings) amongfirms thathavenonzero
lobbying and associated with nonzero rulings produces a coefficient of -0.31 with a robust standard
error of 0.09. Thus, the results are robust tomore permissive definitions of “significant” rulings and
lobbying.
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Figure 9: The left panel shows the 92 firms with significant amounts of both lob-
bying and classification rulings. Even among the group of firms that employ both
strategies, few firms utilize both equally intensely. The depicted clusters (from the
Hartigan andWong (1979) K-Means algorithmwith three centers) are identifiable as
one group that focuses on lobbying Congress, one group that focuses on filing clas-
sification rulings, and a final group that uses bothmethods relatively less intensely.
The right panel depicts, among firms that significantly use either channel, how fre-
quently firmshavenonzero lobbying andnonzero classification rulings in any given
year. Few firms regularly lobby Congress and pursue classification rulings in the
same year.
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7 Conclusion

Theextensive literature on the political economyof protectionhas illuminatedhow

firmsand industries use the apparatus of the state topromote their ownnarroweco-

nomic interests. In the classic approach, firms lobby a central regulator who sets

a tariff schedule by balancing the interests of producers and consumers. This lit-

erature is important to political economists because it demonstrates how concen-

trated interests can subvert the social good (in this context, higher consumer wel-

fare) through the political process.

Theclassicalpolitical economyofprotection literatureunderemphasizes therole

of enforcement institutions in the lobbying process. Tariffs are changed rarely, but

firms have opportunities to continue advancing their interests between rounds of

trade negotiation through the process of tariff classification. These bureaucratic in-

stitutions favor importers. The paper presents a theory of the political economy of

classification where importers divide their lobbying efforts across lobbying chan-

nels. By contrast, import competing firms must concentrate their lobbying efforts

on the processes that determine tariffs rather than the process that classifies prod-

ucts.

Empirical evidence suggests that firms really do treat lobbying the legislature

and lobbying the classification bureaucracy as strategic substitutes. It also shows

support for the assertion that firms aremore likely to engage in classification lobby-

ing as tariffs change.

The political economy of classification changes how scholars should interpret

congressional lobbying on trade related issues and the tariff schedule itself. First,

the firms that lobby Congress have chosen not to spend those resources on lobby-

ing the bureaucracy through the classification system. Second, the tariff schedule

as determined by Congress should be considered something of an upper bound on
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the protection available to import competing firms because importers have the op-

portunity to escape the tariffs through the classification system. Third, the design

of the tariff schedule should be considered a component of the political economy of

protection because importers benefitwhen the category descriptions are broad.

Future work should study how the opportunity to escape from tariffs by lobby-

ing for favorable classifications changes how the tariff code should be interpreted.

Previous studies such as Broda andWeinstein (2006) have often used the categories

of the tariff schedule to estimate welfare gains from increased product variety due

to trade. An often unstated assumption of this approach is that the addition of new

categories to the tariff code represents the introduction of newproduct varieties for

consumers. The political economy of classification suggests that free traders have

an incentive to expand the number of categories when lobbying the legislature be-

cause more categories provide more opportunities to target a favorable tariff rate.

Therefore, some product categories could be added to the tariff schedule for strate-

gic reasonswhich do not reflect increased innovation associatedwith international

trade. For example, it is possible that the categorieshavebeendefinedbyprotection-

ists who wanted to limit the ability of firms to jump their products to lower tariff

lines. In addition, many non-tariff barriers also depend on classification. For ex-

ample, the ITC andDOC investigate anti-dumping cases using trade data defined by

the tariff code. If anti-dumping duties are added to a particular category firmsmay

have incentives to use the classification system to escape that category. Ultimately,

the classification of products into the tariff schedule needs to be considered as a po-

litical process, notmerely technical, which shapes the trade data thatwe observe.

8 References

Acosta, Miguel, and Lydia Cox. 2022. “The Regressive Nature of the US Tariff Code:
Origins and Implications.” working paper, ColumbiaUniversity.

Autor, David, David Dorn, and GordonHHanson. 2013. “The China Syndrome: Lo-

47



cal LaborMarket Effects of Import Competition in the United States.” American
Economic Review 103 (6): 2121–68.

Autor, David, David Dorn, Gordon Hanson, and Kaveh Majlesi. 2016. “Importing
Political Polarization?TheElectoral Consequences of Rising Trade Exposure.”

Baccini, Leonardo, Pablo M Pinto, and Stephen Weymouth. 2017. “The Distribu-
tional Consequences of Preferential TradeLiberalization: Firm-Level Evidence.”
International Organization 71 (2): 373–95.

Bailey,Michael A, Judith Goldstein, and Barry RWeingast. 1997. “The Institutional
Roots of American Trade Policy: Politics, Coalitions, and International Trade.”
World Politics 49 (3): 309–38.

Bernard, AndrewB, Jonathan Eaton, J Bradford Jensen, and Samuel Kortum. 2003.
“Plants and Productivity in International Trade.” American Economic Review 93
(4): 1268–90.

Bernard, Andrew B, and J Bradford Jensen. 1999. “Exceptional Exporter Perfor-
mance: Cause, Effect, or Both?” Journal of International Economics 47 (1): 1–25.

Betz, Timm. 2019. “Tariff Evasion and Trade Policies.” International Studies Quar-
terly 63 (2): 380–93.

Bhattarai, Abha. 2018. “Almost All Shoes Sold in the u.s. Are Imported. Now the
Industry Is Terrified of Tariffs.” Chicago Tribune.

Blonigen, Bruce A. 2002. “Tariff-Jumping Antidumping Duties.” Journal of Interna-
tional Economics 57 (1): 31–49.

Blonigen, BruceA, andChadPBown. 2003. “Antidumping andRetaliationThreats.”
Journal of International Economics 60 (2): 249–73.

Blonigen, Bruce A, andThomas Prusa. 2008. “Antidumping.” In Handbook of Inter-
national Trade, 251–84. Blackwell Publishing Ltd.

Bombardini, Matilde, and Francesco Trebbi. 2012. “Competition and Political Or-
ganization: Together or Alone in Lobbying for Trade Policy?” Journal of Interna-
tional Economics 87 (1): 18–26.

Bown, Chad P. 2005. Global AntidumpingDatabase Version 1.0. TheWorld Bank.
Broda, Christian, and David EWeinstein. 2006. “Globalization and the Gains from
Variety.”TheQuarterly Journal of Economics 121 (2): 541–85.

Buehn, Andreas, and Stefan Eichler. 2011. “Trade Misinvoicing: The Dark Side of
World Trade.”TheWorld Economy 34 (8): 1263–87.

Busch, Marc L, and Eric Reinhardt. 1999. “Industrial Location and Protection: The
Political andEconomicGeographyofUSNontariffBarriers.” American Journal of
Political Science, 1028–50.

———. 2000. “Geography, International Trade, and Political Mobilization in US In-
dustries.” American Journal of Political Science, 703–19.

Büthe, Tim, andWalterMattli. 2013.TheNewGlobal Rulers: The Privatization of Reg-
ulation in theWorld Economy. PrincetonUniversity Press.

Cleary, MaryKate. 2014. “But Is It Art? Constantin Brancusi Vs. TheUnited States.”
Inside/Out: AMoMA/MoMAPs1 Blog.

Cohen, WilliamW, Pradeep Ravikumar, Stephen E Fienberg, et al. 2003. “A Com-
parison of String DistanceMetrics forName-Matching Tasks.” In IIWeb, 3:73–78.
Citeseer.

48



Colantone, Italo, and Piero Stanig. 2018a. “Global Competition and Brexit.” Ameri-
can Political Science Review 112 (2): 201–18.

———. 2018b. “The Trade Origins of Economic Nationalism: Import Competition
and Voting Behavior inWestern Europe.” American Journal of Political Science 62
(4): 936–53.

De Figueiredo, JohnM, andBrianKelleherRichter. 2014. “Advancing the Empirical
Research on Lobbying.” Annual Review of Political Science 17: 163–85.

Deardorff, Alan Verne, and Robert Mitchell Stern. 1998. Measurement of Nontariff
Barriers. Vol. 179. University ofMichigan Press.

Egger, Peter, Joseph Francois, MiriamManchin, and Douglas Nelson. 2015. “Non-
Tariff Barriers, Integration and the Transatlantic Economy.” Economic Policy 30
(83): 539–84.

Feenstra, Robert C, John Romalis, and Peter K Schott. 2002. “US Imports, Exports,
and TariffData, 1989-2001.” National bureau of economic research.

Fernandez, Raquel, and Dani Rodrik. 1991. “Resistance to Reform: Status Quo Bias
in the Presence of Individual-Specific Uncertainty.” The American Economic Re-
view, 1146–55.

Fisman, Raymond, Peter Moustakerski, and Shang-Jin Wei. 2008. “Outsourcing
Tariff Evasion: ANewExplanation for Entrepôt Trade.”TheReviewof Economics
and Statistics 90 (3): 587–92.

Fisman,Raymond, andShang-JinWei. 2004. “TaxRates andTaxEvasion: Evidence
from ‘Missing Imports’ in China.” Journal of Political Economy 112 (2): 471–96.

———. 2009. “The Smuggling of Art, and the Art of Smuggling: Uncovering the Il-
licit Trade in Cultural Property and Antiques.” American Economic Journal: Ap-
plied Economics 1 (3): 82–96.

Fontagne, Lionel, Houssein Guimbard, and Gianluca Orefice. 2019. “Product-Level
Trade Elasticities.” CEPIIWorking Paper.

Friedman, Lawrence. 2019. “IPad Covers AreNot Furniture.”
Gawande, Kishore, and Usree Bandyopadhyay. 2000. “Is Protection for Sale? Evi-
dence on the Grossman-HelpmanTheory of Endogenous Protection.” Review of
Economics and Statistics 82 (1): 139–52.

Gilligan, Michael J. 1997. “Lobbying as a Private Good with Intra-Industry Trade.”
International Studies Quarterly 41 (3): 455–74.

Giry, Stéphanie. 2002. “AnOdd Bird.” Legal Affairs.
Goldberg, Pinelopi Koujianou, and Giovanni Maggi. 1999. “Protection for Sale: An
Empirical Investigation.” American Economic Review 89 (5): 1135–55.

Goldstein, Judith. 1986. “The Political Economy of Trade: Institutions of Protec-
tion.”TheAmerican Political Science Review, 161–84.

———. 1993. Ideas, Interests, and American Trade Policy. Cornell University Press.
Goldstein, Judith, and Robert Gulotty. 2014. “America and Trade Liberalization:
The Limits of Institutional Reform.” International Organization, 263–95.

———. 2019. “The Globalisation Crisis: Populism and the Rise of an Anti-Trade
Coalition.” European Review of International Studies 6 (3): 57–83.

Grossman, Gene, and ElhananHelpman. 1994. “Protection for Sale.” American Eco-
nomic Review 84 (4): 833–50.

49



Handley,Kyle, andNunoLimão. 2017. “PolicyUncertainty,Trade, andWelfare:The-
ory and Evidence for China and the United States.” American Economic Review
107 (9): 2731–83.

Hansen, Wendy L. 1990. “The International Trade Commission and the Politics of
Protectionism.” American Political Science Review 84 (1): 21–46.

Hansen,Wendy L, andThomas J Prusa. 1997. “The Economics and Politics of Trade
Policy: An Empirical Analysis of ITC DecisionMaking.” Review of International
Economics 5 (2): 230–45.

Harmon,Myles B. 2002. “RE: Re: Petition byDomestic Interested Party; Outer Soles
of Textile; Tariff Engineering; Not Fraud or Artifice.” US Customs; Border Pro-
tection.

Hartigan, John A, andManchek AWong. 1979. “AlgorithmAS 136: A k-Means Clus-
tering Algorithm.” Journal of the Royal Statistical Society. Series c (Applied Statis-
tics) 28 (1): 100–108.

Helpman, Elhanan, and Paul R Krugman. 1985. Market Structure and Foreign Trade:
Increasing Returns, Imperfect Competition, and the International Economy. MIT
press.

Hiscox, Michael J. 2001. “Class Versus Industry Cleavages: Inter-Industry Factor
Mobility and the Politics of Trade.” International Organization 55 (1): 1–46.

Holland, Alisha C. 2015. “The Distributive Politics of Enforcement.” American Jour-
nal of Political Science 59 (2): 357–71.

———. 2016. “Forbearance.” American Political Science Review 110 (2): 232–46.
———. 2017. Forbearance as Redistribution: The Politics of Informal Welfare in Latin
America. CambridgeUniversity Press.

Huneeus, Federico, and In Song Kim. 2018. “The Effects of Firms’ Lobbying on Re-
sourceMisallocation.”

Irwin, Douglas A. 2017. Peddling Protectionism: Smoot-Hawley and the Great Depres-
sion. PrincetonUniversity Press.

Jackman, Simon, Alex Tahk, Achim Zeileis, Christina Maimone, Jim Fearon, Zoe
Meers, Maintainer Simon Jackman, and MASS Imports. 2015. “Package ‘Pscl’.”
Political Science Computational Laboratory 18 (04.2017).

Javorcik, Beata S, and Gaia Narciso. 2008. “Differentiated Products and Evasion of
Import Tariffs.” Journal of International Economics 76 (2): 208–22.

Javorcik, Beata S, and Shang-Jin Wei. 2009. “Corruption and Cross-Border In-
vestment in Emerging Markets: Firm-Level Evidence.” Journal of International
Money and Finance 28 (4): 605–24.

Jensen, J Bradford, Dennis P Quinn, and StephenWeymouth. 2017. “Winners and
Losers in International Trade: The Effects on US Presidential Voting.” Interna-
tional Organization 71 (3): 423–57.

Jones, Vivian Catherine. 2005. “Safeguards on Textile and Apparel Imports from
China.” In. Congressional Research Service, the Library of Congress.

Kelly, Claire R. 2019. “Slip Op. 19-32 Apple Inc. Vs. United States.”
Khandelwal, Amit K, Peter K Schott, and Shang-Jin Wei. 2013. “Trade Liberaliza-
tion and Embedded Institutional Reform: Evidence from Chinese Exporters.”
American Economic Review 103 (6): 2169–95.

50



Kim, In Song. 2017. “Political CleavagesWithin Industry: Firm-Level Lobbying for
Trade Liberalization.” American Political Science Review 111 (1): 1–20.

———. 2018. “LobbyView: Firm-Level Lobbying&Congressional Bills Database.”
Kono, Daniel Y. 2006. “Optimal Obfuscation: Democracy and Trade Policy Trans-
parency.” American Political Science Review, 369–84.

Krugman, Paul. 1980. “Scale Economies, Product Differentiation, and the Pattern
of Trade.”TheAmerican Economic Review 70 (5): 950–59.

Lawrence, Robert Z. 2000. Regionalism, Multilateralism, and Deeper Integration.
Brookings Institution Press.

Leonard III, James C. 2006. “Staged Entry of China Safeguard Overshipments to Be
Affected by the Reclassification of ShipmentsThatWere Entered Incorrectly.” 71
Fed. Reg. 6274.

Lohmann, Susanne, and Sharyn O’Halloran. 1994. “Divided Government and US
Trade Policy: Theory and Evidence.” International Organization 48 (4): 595–632.

Ludema,RodneyD,AnnaMariaMayda, andPrachiMishra. 2018. “Informationand
LegislativeBargaining:ThePoliticalEconomyofUSTariffSuspensions.” Review
of Economics and Statistics 100 (2): 303–18.

Madeira, Mary Anne. 2016. “New Trade, New Politics: Intra-Industry Trade and
Domestic Political Coalitions.” Review of International Political Economy 23 (4):
677–711.

Mansfield, Edward D, andMarc L Busch. 1995. “The Political Economy of Nontariff
Barriers: A Cross-National Analysis.” International Organization 49 (4): 723–49.

McCubbins, Mathew D, and Thomas Schwartz. 1984. “Congressional Oversight
Overlooked: Police Patrols Versus Fire Alarms.” American Journal of Political
Science, 165–79.

Melitz,Marc J. 2003. “The Impact of Trade on Intra-Industry Reallocations and Ag-
gregate Industry Productivity.” Econometrica 71 (6): 1695–725.

Milner, Helen V. 1988. Resisting Protectionism: Global Industries and the Politics of In-
ternational Trade. PrincetonUniversity Press.

Milner,HelenV,andKeikoKubota. 2005. “WhytheMovetoFreeTrade? Democracy
and Trade Policy in the Developing Countries.” International Organization 59 (1):
107–43.

Mitra,Devashish. 1999. “EndogenousLobbyFormationandEndogenousProtection:
A Long-RunModel of Trade Policy Determination.” American Economic Review
89 (5): 1116–34.

Morgan, Dan, and Judy Sarasohn. 2000. “Special Interests.”Washington Post.
New York Times. 1960. “MOSAIC BY PICASSO IS ART, COURT SAYS; Customs Rul-
ingThat It Is an ’Article of Glass’ Is Upset – Lower Levy Applies.”

Osgood, Iain. 2017. “TheBreakdownof Industrial Opposition toTrade: Firms, Prod-
uct Variety, and Reciprocal Liberalization.”World Politics 69 (1): 184–231.

Palmer,Doug. 2000. “MichiganSugar FirmFeels CongressionalAxonNeck.” Sweet
Beet.

Pierce, Justin R, and Peter K Schott. 2012. “A Concordance Between Ten-Digit US
HarmonizedSystemCodesandSIC/NAICSProductClasses and Industries.” Jour-
nal of Economic and SocialMeasurement 37 (1-2): 61–96.

51



Rabson,Mia. 2000. “Taylor Sugar Company Engaged in Bitter Battle.” Detroit News
Washington Bureau.

Rho, Sungmin, andMichael Tomz. 2017. “WhyDon’t Trade Preferences Reflect Eco-
nomic Self-Interest?” International Organization 71 (S1): S85–108.

Rodrik, Dani. 1995. “Political Economy of Trade Policy.” Handbook of International
Economics 3: 1457–94.

Rogowski, Ronald. 1989. “Commerce and Coalitions: How Trade Affects Domestic
Political Alignments.”

Safdeye, Michael, Chen-Ruey Wu, and Michael Stein. U.S. Patent 6 571 491, Mar.
2001. “ShoeHaving a Fabric Outsole andManufacturing ProcessThereof.”

Salant, Jonathan D. 2000. “Mich. Co. Takes on Sugar Industry.” The Associated
Press.

Schattschneider, Elmer Eric. 1935. “Politics, Pressures and the Tariff.”
Scheve, Kenneth, and Matthew J Slaughter. 2004. “Economic Insecurity and the
Globalization of Production.” American Journal of Political Science 48 (4): 662–74.

Staff. 2000. “Sugar Solution.”TheEconomist.
Swierupski, Robert B. 2001a. “RE:TheTariffClassificationofTextile Footwear from
China.” US Customs Service.

———. 2001b. “RE: The Tariff Classification of Textile Footwear from China.” US
Customs Service.

Tavares, Samia. 2006. “Deeper Integration and Voting on the Common European
External Tariff.”

Timmer,Marcel P, Erik Dietzenbacher, Bart Los, Robert Stehrer, and Gaaitzen J De
Vries. 2015. “An IllustratedUserGuide to theWorld Input–OutputDatabase: The
Case of Global Automotive Production.” Review of International Economics 23 (3):
575–605.

Timmer, Marcel, Abdul A Erumban, Reitze Gouma, Bart Los, Umed Temurshoev,
Gaaitzen J de Vries, I–aki Arto, et al. 2012. “The World Input-Output Database
(WIOD): Contents, Sources and Methods.” Institue for International; Develop-
ment Economics.

Tirschwell, Peter. 1999. “Anatomy of a Customs Ruling: Classification Can Get
Sticky.” Journal of Commerce.

U.S. Bureau of Labor Statistics. 2022. “Consumer Price Index for All Urban Con-
sumers: Footwear inU.S. City Average [CUSR0000SEAE].” retrieved fromFRED,
Federal Reserve Bank of St. Louis.

USCustoms andBorder Protection. 2004a. “What EveryMember of theTradeCom-
munity Should Know About: Customs Administrative Enforcement Process:
Fines, Penalties, Forfeitures and Liquidated Damages.” An Informed Compliance
Publication.

———. 2004b. “What EveryMember of the Trade Community Should KnowAbout:
Tariff Classification.” An Informed Compliance Publication.

———. 2016. “Homecoming: After 15Years,CBPReturns to theWorldTradeCenter.”
Frontline.

Williamson, Oliver E. 1979. “Transaction-Cost Economics: The Governance of Con-
tractual Relations.”The Journal of Lawand Economics 22 (2): 233–61.

52



———. 1999. “Public and Private Bureaucracies: A Transaction Cost Economics Per-
spectives.”The Journal of Law, Economics, andOrganization 15 (1): 306–42.

You, Hye Young. 2017. “Ex Post Lobbying.”The Journal of Politics 79 (4): 1162–76.

53



Escape from Tariffs
The Political Economies of Protection and Classification

ONLINE APPENDIX

Michael-David Mangini

April 2022

A1



Table of Contents
A Example Advance Classification Ruling A3

B Example of theHarmonized Tariff Schedule A3

C Processing the CROSSDataset A3

D Distribution of Rulings by Category A6

E Table of Variables A6

F Additional Analyses A9
F.1 Do changes in the tariff schedule increase demand for classification

rulings? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A9
F.2 Antidumping and Classifications . . . . . . . . . . . . . . . . . . . A10

G Alternative Specifications A12
G.1 KeyDeterminants of Rulings . . . . . . . . . . . . . . . . . . . . . A12
G.2 Quotas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A14
G.3 China Tariffs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A15
G.4 Lobbying and Classification Rulings . . . . . . . . . . . . . . . . . A15

A2



A Example Advance Classification Ruling

The ruling which was at issue in the case of Heartland By-Products is produced in

Figure 10 as an example of an advance classification ruling.

B Example of the Harmonized Tariff Schedule

The United States tariff schedule is based on the Harmonized Tariff System of the

World Customs Organization, which is an international standard. The tariff codes

are standardized internationally up to the first six digits. The US defines tariffs at

the eight digit level of this hierarchical schedule, which is also called a tariff line.

The four digit level is called a tariffheading and contains a groupof relatively similar

products. The US sometimes appends an additional two digits called the statistical

suffix to the end of the tariff line, but these final digits affect the tariff only under

rare circumstances.

Figure 11 shows a screenshot from hts.usitc.gov from the section on head-

ing 8473: Parts and accessories (other than covers, carrying cases and the

like) suitable for use solely or principally with machines of headings 8470

to 8472. Thiswas the category at issue in Apple Inc.’s attempt to re-classify the iPad

Smart Covers. Many categories, including 8473, have additional General Rules of

Interpretationwhich provide additional legal guidance.

C Processing the CROSS Dataset

Many stepswere necessary to convert the CROSS dataset into a useable form. Infor-

mation on the tariffs affected by the ruling, the date of the ruling, the ruling’s ti-

tle, and the ruling’s typewere all available from the database’smetadatawhichwas
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Figure 10: RulingNY810328,whichgaveHeartlandBy-Products theability to import
its sugar syrup under a tariff classification thatwas not subject to the tariff rate quo-
tas on sugar.
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Figure 11: The text of tariff heading 8473 in theHarmonized Tariff Schedule.

scraped using the R package httr. The product’s country of origin is usually identi-

fied explicitly in the title of the ruling andwas extracted using regular expressions.

All thefirmlevel information in thedataset is contained inside the text of the rul-

ings themselves andnever appears in themetadata. Accessing this informationwas

a lengthyprocess. First, the rulingswere scraped fromtheCBP’sonlineportalusing

httr. The server provides each ruling separately as a MicrosoftWord 97 document

– these files were then converted to text strings using the R package antiword. The

rulings have a loosely standard format. For example, the firm’s name generally ap-

pears in the second line of the text block containing the addressee of the letter. Also,

when a lawfirmfiled the request, the ruling almost alwaysmentions the client firm

in the text preceded by a variation of the phrase “on behalf of your client.” A list of

heuristics for finding relevant information fromthe rulingswasdeveloped through

extensive inspection of the formatting in an arbitrary sample of rulings. For exam-

ple, when the second line of the address block contains the string “Mr.” or “Mrs.”

then the company name is usually in the third line rather than the second. These

heuristics were implemented using regular expressions implmented in the R pack-

age stringr to extract firm level data from the text.
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D Distribution of Rulings by Category

Line (8 digit) Gini=0.93

Heading (4 digit) Gini=0.86
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Figure 12: Lorenz curves showing the distribution of rulings across categories at
multiple levels of aggregation. Most rulings are concentrated in a relatively small
share of the categories. The degree of concentration is higher for more disaggre-
gated categories.

E Table of Variables

Table 6 summarizes all variables used in the regressions and their sources.
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Variable Mean Median Interquartile Range
Rulings by Year 8209.67 8074.00 7131.25
Rulings by Line 9.46 0.00 2.00
String DistanceMean byHeading 61.18 61.66 28.07
TariffMean byHeading 0.03 0.02 0.04
Tariff Variance byHeading 0.0006 0.0001 0.0005

Table 5: Descriptive Statistics of Key Variables

Table 6: All variables and their sources.

Variable Table Description Source
Foreign Input Value Added Share ?? Share of value added

from imports by NAICS
code. The categories
were mapped from the
WIOD categories to
NAICS by inspecting the
descriptions.

WIOD

Total Imports ?? Sum of imports in the
NAICS code of the firm.

Feenstra,
Schott,
etc.

Number of Patents ?? Number of patents regis-
tered by the firm

Orbis

Antidumping ?? Number of antidumping
cases filed in the NAICS
sector of the firm.

GAD

MFNTariffs ?? Mean MFN tariff within
the firm’sNAICS code.

ITC

Mean String Distance 1 Mean string distance
between the category
descriptions of a tariff
line and the description
of every other tariff line
in the same heading.

Author’s
calcu-
lations
from
CROSS

Elasticity of Substitution 1 The elasticity of substi-
tution between products
in that category as cal-
culated from a gravity
model. Available only at
the six digit HTS level.

Fontagne
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Table 6: All variables and their sources.

Variable Table Description Source
MFNTariff (Variance byHeading) 1 The variance of MFN

tariffs within a head-
ing. Top coded at a 2%
threshold to account for
extreme outliers.

Author’s
calcu-
lations
from ITC
data

MFNTariff (Mean byHeading) 1 The mean of MFN tariffs
within a heading.

Author’s
calcu-
lations
from ITC
data

Distance toMedian 1 The difference between
theMFN tariff applied to
a tariff line and the me-
dian of all MFN tariffs
within that heading.

Author’s
calcu-
lations
from ITC
data.

Treatment 2 Dummy variable indicat-
ing dates after the new
quotas on textiles were
imposed.

US China
MOU

Quota Applied 2 Dummy variable indi-
cating products listed in
categories subject to the
quotas.

US China
MOU

Textile (Quota Exempt) 2 Dummy variable indicat-
ing products which were
explicitly exempt from
the quotas

US China
MOU

Textile (NoQuota) 2 Dummy variable indicat-
ingproductswhichare in
a textile-related category
butwhich are nevermen-
tioned in the quota’s gov-
erning text.

US China
MOU

Treatment (Affected Lines After Tariffs) 3 Dummy indicating tariff
lines subject to the tariffs
in time periods after the
tariffs are implemented.

USTR
documen-
tation
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Table 6: All variables and their sources.

Variable Table Description Source
Treatment (AffectedHeadings After Tariffs) 3 Dummy indicating tariff

headings containing
lines subject to the tariffs
in time periods after the
tariffs are implemented.

USTR
documen-
tation

Treatment (Chinese Origin After Treatment) 3 Dummy indicating
rulings that reference
Chinese origin in the
time period after tariffs.

USTR
Docu-
menta-
tion

MFNRate 3 TheMFNrateof the tariff
line

ITC data

MFNRate >HeadingMean 3 Dummy indicating
whether the MFN rate
for a line is above the
mean tariff rate within
the heading.

ITCData

Heading Tariff -Mean 3 The mean tariff of the
heading

ITCData

Heading Tariff - Variance 3 Thevarianceof thetariffs
within the heading

ITCData

F Additional Analyses

F.1 Do changes in the tariff schedule increase demand for classification

rulings?

Another prediction of the theory is that changes in the tariff code should stimulate

demand for rulings requests as firms rush to classify their products into the lower

tariff category. Under the assumption that some firms are successful at achieving

their preferred classification while others are not, the theory predicts that there

should be more classification rulings in all categories related to the change. To as-

sess thispredictionthe frequencyof rulings followingachange inthe tariffschedule
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was examined and the results from regressions are produced in Table 7.

The results show that tariff lines in high tariff headings have more rulings re-

quests when their tariffs are changed (either increased or decreased) by at least 1
percentage point.1 The first model, containing no controls, does not uncover the

effect. The second model, which does return the effect, includes control variables

at the tariff line and heading level. The controls are lagged as appropriate to avoid

simultaneity bias. The third model provides evidence that the increase in rulings

is concentrated in the high tariff headings. By comparing the effect of a change in

tariff levels in both low and high tariff headings, the regression shows credible evi-

dence that changes in the tariff schedule cause increases in the frequency of rulings.

F.2 Antidumping and Classifications

One of the key hypotheses from the theory is that firms treat lobbying the classifi-

cation process and lobbying the legislature as strategic substitutes. The hypothesis

was assessed by investigating whether firms tend to lobby both the legislature and

the classification process or whether they focus on one channel but not the other

(See Table 4). An alternative test would be to investigate whether firms lobby both

the classificationprocess and the bureaucratic processes that determine trade barri-

ers such as antidumping duties. Under the theory, few firms should seek antidump-

ing duties and tariff classifications because the political economy of classification

favors importers. Table 8 shows that very few firms both lobby the classification

process and file requests for antidumping duties.
1The vast majority of these changes are tariff decreases, a point worth bearing in mind when in-

terpreting the results.
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Table 7: Three models illustrating how changes in the tariff schedule can affect the
frequency of rulings. Tariff changes are associated with increases in the number of
rulings, and the effect is especially true when the tariff heading has high average
tariffs. Robust standard errors are reported.

Dependent variable:
log(Count of Rulings+1)

(1) (2) (3)
Tariff Change −0.002 0.108∗∗∗ 0.033

(0.008) (0.008) (0.025)

HeadingMean (lag) 0.467∗∗∗ 0.461∗∗∗
(0.034) (0.032)

Heading Variance (lag) −0.005∗∗∗ −0.005∗∗∗
(0.0004) (0.0004)

MFNRate (lag) 0.032 0.047∗
(0.027) (0.025)

Mean String Distance (standardized) −0.013∗∗∗ −0.013∗∗∗
(0.001) (0.001)

Tariff Change *HeadingMean (lag) 1.075∗∗∗
(0.352)

Constant 0.190∗∗∗ 528.025∗∗∗ 521.534∗∗∗
(0.001) (129.778) (129.722)

Quadratic TimeTrend No Yes Yes
Observations 246,484 229,376 229,376
Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01
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Insignificant Rulings Significant Rulings
At Least One Antidumping Case 1224 (5.86%) 41 (0.2%)
NoAntidumping Cases 12713 (60.89%) 6900 (33.05%)

Table 8: Count of firms having been associated with at least one antidumping case
and/or a significant number of classification rulings. The number of classification
rulings was deemed significant if there were at least three rulings associated with
the firm. Data on antidumping cases are from the Global Antidumping Dataset
(Bown 2005). The numbers of firms with significant rulings may differ from Table
2 because data on antidumping cases is available over a longer time period.

G Alternative Specifications

G.1 Key Determinants of Rulings
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Table 9: Poisson and Zero Inflated Poisson specifications of the results from Table
1. Zero inflated poisson regressionwas performedwith the pscl package in R (Jack-
man et al. 2015). The standard errors are robust.

Dependent variable:
Count of Rulings

Poisson zero-inflated
count data

(1) (2)
Mean String Distance
(Standardized byHeading) −0.254∗∗∗ −0.201∗∗∗

(0.017) (0.003)

Elasticity of Substitution −0.038∗∗∗ −0.021∗∗∗
(0.002) (0.001)

MFNTariff
(Variance byHeading) 164.370∗∗∗ 103.949∗∗∗

(5.476) (0.887)

MFNTariff
(Mean byHeading) −0.600∗∗∗ 0.009

(0.108) (0.044)

Constant −19,316.530∗∗∗ 1.362∗∗∗
(1,789.216) (0.005)

Quadratic Year Trends Yes Yes
Observations 208,782 208,782
Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01
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G.2 Quotas

Table 10: Poisson and quasi-Poisson specifications of the results in Table 2

Dependent variable:
Count of Rulings

Poisson glm: quasi
link = log

(1) (2)
Treatment 0.039∗∗∗ 0.040∗∗∗

(0.003) (0.004)

Quota Applied −0.013∗∗∗ −0.014∗∗∗
(0.004) (0.004)

Quota Exempt 0.173∗∗∗ 0.173∗∗∗
(0.010) (0.010)

Textile (NoQuota) 0.0004 0.001
(0.004) (0.004)

Treatment * Quota Applied −0.042∗∗∗ −0.042∗∗∗
(0.007) (0.007)

Treatment * Quota Exempt 0.221∗∗∗ 0.221∗∗∗
(0.038) (0.038)

Treatment * Textile (NoQuota) −0.043∗∗∗ −0.044∗∗∗
(0.006) (0.006)

MonthDummies andQuadratic Trends Yes Yes
Controls Yes Yes
Observations 169,555 169,555
Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01
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G.3 China Tariffs

Table 11: Poisson andQuasi-Poisson Regressions of the results in Table 3

Dependent variable:
Count of Rulings

Poisson glm: quasi
link = log

(1) (2)
Treatment

(Chinese Origin After Tariffs) 0.042∗∗∗ 0.044∗∗∗

(0.009) (0.009)

MFNRate 0.198∗∗∗ 0.217∗∗∗
(0.024) (0.024)

MFNRate >HeadingMean −0.006∗∗∗ −0.007∗∗∗
(0.002) (0.002)

MFNTariff (Mean byHeading) 0.228∗∗∗ 0.228∗∗∗
(0.028) (0.028)

MFNTariff (Variance byHeading) −0.262∗∗∗ −0.564∗∗∗
(0.036) (0.066)

Constant −2,089.133∗∗∗ −2,193.504∗∗∗
(163.978) (166.066)

MonthDummies Yes Yes
Quadratic Trends Yes Yes
Observations 158,863 158,863
Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01

G.4 Lobbying and Classification Rulings

Table 4 showed the joint distribution of firms that had significant numbers of rul-

ings and lobbying. Figure 13 shows that the results in that table are robust to differ-

entdefinitionsofwhat constitutes a significant amountof rulings and lobbying. The
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figure shows the confidence intervals from an exact test of the table constructed for

varying definitions of “substantial rulings”. Under the sharp null of independent

distributions the odds ratio should be 1. The confidence intervals output by the test
never intersect with this value, indicating that the results are robust.
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Figure 13: Confidence intervals from exact tests of the joint distribution of firms en-
gaging in lobbying and classification under different parameters. There are statis-
tically significant differences between the distributions of firms that use lobbying
and classification regardless of the thresholds chosen.
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