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A Political Economy Explanation for Tariff

Structure
—A Game Theoretical Analysis Based on
“Protection for Sale” Model

Haryun Liu ReEnqQiang Wu
(Huazhong University of Science & Technology)

Abstract According to the theory of effective protection rate, the echelon structure of

tariffs, i.e. . a structure with tariffs increasing from upper stream industries to lower stream
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industries, can effectively protect domestic final commodities. However, some developed
countries, represented by the U. S. A, do not carry out the echelon structure of tariffs, and e-
ven invert the structure occasionally. On the basis of the “protection for sale” model by
Grossman and Helpman(1994), this paper introduces an intermediate good and studies the
strategic behavior of the government and industries. Our conclusion shows that the tariff
structure is endogenously determined by the political-economic system. In particular, it is de-
termined by the organization of interest groups representing industries and the differences be-
tween final goods industries.
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