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3. Department of Economics, University of California, Berkeley)

Abstract Mirror Strategy is an ex-ante commitment made by a country to let its
import tariff on one country to be an increasing function of the import tariff of that
country. Motivated by China-EU trade dispute in photovoltaic industry, we introduce
Mirror Strategy into Grossman and Helpman’'s(1995) “trade war” model, and study
the effectiveness of Mirror Strategy in inhibiting trade protectionism and its underlying
mechanism. We demonstrate that: i) under weak conditions, the use of “Mirror
Strategy” by a country will reduce the equilibrium import tariff chosen by another
country; ii) one important driver of this reduction in trade restrictions is the induced
domestic political tension between different interest groups; another driver is the
terms-of-trade effect caused by the use of this strategy; iii) Mirror Strategy will
improve the social welfare of the country that uses it, and may also enhance the

welfare of the other country, resulting in Pareto improvement.
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3 0.06(0.08)[0.17] —0.03(0.03)[0.07] 0.10€0.08)[0.20] 0.33 0.17 0. 28
5 —0.03(0.023)[0.018] 0.06(0.08)[0.17] —0.10(0.08)[0. 20] 0. 33 0.17 0.28
C. (H-P )
4 0.33(0.28)[0.36] —0.29€0. 24)[0. 25] 0.62(0.35)[0.51] 0.11 0.23 0.14
3 —0.38(0. 40)[0. 347 0. 2000. 22)[0. 27] —0.57¢0.4D)[0. 51] 0.48 0.33 0.56
5 0.2000. 22)[0. 27] —0.38(0. 40)[0. 34] 0.57¢0.41)[0.51] 0.48 0.33 0.56
D. (H-P )
4 —0.01¢0.05)[0.10] 0.01€0.22)[0.17] —0.03(0.22)[0.20] 0.91 0.89 0.94
3 0.16(03.1)[0.16] —0.09¢0.14)[0.12] 0.25(0.18)[0. 20] 0.58 0. 46 0.57
5 —0.090.14)[0.12] 0.16¢0.13)[0.16] —0.25(0.18)[0. 20] 0.58 0. 46 0.59
E. (H-P )
4 —0.33(0.39[1.36] 0.29(0.96)[2.06] —0.62(0.99[2.40] 0.55 0. 80 0.56
3 —0.89€0.75)[2.47] 0.47(0.66)[1.81] —1.36(0.93)[3.32] 0.07 0.11 0. 10
5 0.47(0.66)[1.81] —0.89(0.75)[2.47] 1.36(0.93)[3.32] 0.07 0.11 0.10
F. (H-P )
4 —0.10€0.99)[1. 23] 0.09¢0.80)[1.33] —0.20(1.20)[1.89] 0. 87 0.92 0. 87
3 0.31€0.73)[1.63] —0.160.83)[0.92] 0.48(1.04)[1.75] 0.51 0.33 0.45
5 —0.16(0.83)[0.92] 0.31¢0.73)[1.63] —0.48 (1.04)[1.75] 0.51 0.33 0.45
; Newey-West P . Newey-

Blinder and Waston(2016)



O p [l » BW P

8.33(2.0D[1.72] 6.53(1.77)[1.65] 1.80(2.54)[2.13] 0.50 0.41 0.47

28.48(13.04)[9. 46] 18.43(9.35)[7.20]  10.06(15.15)[10.73] 0.53 0. 36 0.52

337 7.13(3.51)[2.71] 4.76(3.01)[2.40] 2.37(4.37)[3.49] 0. 60 0. 50 0. 60
337 20.63(5.79)[4.32] 16.80(9.47)[7.74] 3.83(10. 62)[8.57] 0.73 0.66 0.74
0.07¢0.07)[0.07] 0.24€0.16)[0.15] —0.17€0.17[0.17] 0.34 0.33 0.51

H-P

—0.29€0.77[1.02] 0.26(0.45)[0.97] —0.5500.84)[1. 23] 0.53 0.66 0.55

1.03(6.39)[4.87] —0.91(2.49)[2.43] 1.93(6.43)[4.99] 0.77 0.70 0.79

337 —0.34(0.41)[0.54] 0.30(0.62)[0.63] —0.65(0. 71)[0. 88] 0.39 0.47 0. 46
337 —1.52(1.47)[1. 46] 1.34(1.45)[1.97] —2.87(1.96)[2.40] 0.18 0.24 0.24
—0.0500.06)[0.06] 0.04¢0.09)[0.10] —0.09(0.10)[0.12] 0. 40 0.46 0.41

5 Newey-West 5 p .Newey-

West Blinder and Waston(2016) p . H-P 6.25,
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