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About this paper

• We study the relationship between reversal of trade 
liberalization and firms’ exports in emerging markets.

• Using firm-level data over 2008-2011 in a difference-in-
difference approach, we analyse the consequences for 
firms’ exports of a trade barrier for imports of iron and 
steel introduced in Indonesia in 2009.

• The reversal of trade liberalization episode analysed 
reduces exports of emerging market firms in the affected 
sectors by 5%.

• Firms engaged in importing activities, foreign-owned 
firms, and SMEs register a greater decrease in exports.

• Manufacturing firms that provide services are resilient to 
reversal of trade liberalization and export more.
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Introduction

• Growing protectionism
– What are the export consequences for firms in emerging 

markets?
– What are the mechanisms?

• Internationalization and size
• Services

– Vandermerwe and Rada (1988)
» when firms do not control services crucial to their own business 

they become vulnerable.
– Di Gregorio et al. (2009), Jensen (2009), (2012)

» importance of considering services vs manufacturing activities
– Lodefalk (2014), Li et al. (2017), Ariu et al. (2020)

» firms’ resources and capabilities can be deployed in multiple 
geographical and country settings, firms may increase their 
participation in outward activities.
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Introduction: Policy background

“Provisions on Iron and Steel Imports” (Decree of the Minister of 
Trade No 08/MDAG/PER/2/2009)
• Announced on 18 February 2009, this decree introduced new 

procedures for the import of iron and steel including updated 
registration requirements, pre-shipment import technical 
verification procedures, and submission of quarterly reports 
on imports.

• This regulation excludes steel and iron: 
– (i) in the automotive industry, electronics industry, ship dock 

industry and their relevant components; 
– (ii) subject to import verification based on the User Specific Duty 

Free Scheme; and 
– (iii) for the industrial needs in Free Trade Zones, Free Ports and 

Bonded Zones.
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Empirical specifications: DID
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Baseline equation:

Mechanism equation:



“Manufacturing Survey of Large and Medium-Sized Firms 
(Survei Industri Besar/Sedang, IBS)”
• an annual census, conducted by the Indonesian 

Statistical Agency (BPS), of all manufacturing firms in 
Indonesia with 20 or more employees.

• The raw data set includes 96,877 firm-year observations 
for the period 2008-2011. If we exclude firms that are 
not available in the data set for the entire period, we are 
left with 82,604 observations.
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Empirical specifications: Data
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Empirical specifications: Data



Results: Baseline
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Results: Mechanism
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Discussion

• Firms that engage in importing activities, as well as 
foreign-owned firms, register a greater decline in 
exports, and exports of small and medium-sized 
enterprises decrease more than those of large firms.

• Importing manufacturing firms that provide services 
increase their exports as a consequence of reversal of 
trade liberalization.
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Thank you!

Harry Wardana
Institute for International Trade, The University of Adelaide

Trade & Investment in Services Associates (TIISA) Network



Appendix
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Appendix
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