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Abstract

This study provides a comparative analysis of trade policy liberalization models based on eight country case studies covering fundamen-
tally different institutional, political, and economic conditions. The study aims to identify the key determinants of the success or failure
of trade reforms, including the effects of the initial level of protectionism, the presence of institutional anchors, and the type of political
regime. The methodology is based on comparative case study analysis. The empirical basis comprises eight country cases grouped by
reform trajectory: full liberalization (Chile, Switzerland), reforms in transition economies (Russia, Poland), openness without democ-
ratization (Singapore, Vietnam), and reform reversal (Argentina, Indonesia). The analysis includes a historical review of reforms, an
assessment of their macroeconomic consequences and institutional context, and draws on a broad range of Russian and international
academic literature. The study yields four key conclusions. First, it confirms the asymmetry of transition costs: a radical reduction of
barriers when initial tariffs are high generates large-scale shocks, whereas liberalization under already low tariffs minimizes costs.
Second, the presence of an external institutional anchor significantly enhances the sustainability and legitimacy of reforms. Third, the
type of political regime is not a determinant of trade openness; authoritarian systems can integrate effectively into the global economy.
Fourth, a return to protectionism is a response to macroeconomic crises and, in the long term, constrains the renewal of the productive
base. The originality and significance of the findings lie in synthesizing dispersed empirical evidence into a unified analytical frame-
work. The study challenges a number of established assumptions, in particular the presumed direct link between democratization and
economic prosperity. The proposed typology of liberalization models and the findings on the role of institutional factors provide public
authorities and the expert community with a practical tool for diagnosing optimal reform strategies and assessing the risks of retreat
from trade openness.
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Introduction

Trade policy liberalization is one of the main instru-
ments of economic transformation. The term generally
refers to a set of measures aimed at reducing tariff and
non-tariff barriers to trade, eliminating administrative
restrictions on export and import operations, and facil-
itating the integration of the national economy into the
global trading system. Trade policy liberalization, how-
ever, can be implemented under different institutional,
political, and economic conditions and can take various
forms, ranging from radical shock therapy to gradual,
phased reforms. In some cases, liberalization policies
are rolled back and new forms of protectionism are in-
troduced.

This article provides a comparative analysis of liberal-
ization models based on eight country case studies: Chile
and Switzerland as examples of full or near-full tariff lib-
eralization; Russia and Poland as cases of liberalization
in transition economies; Singapore and Vietnam as exam-
ples of trade openness without political liberalization; and
Argentina and Indonesia as cases of reversal of earlier
reforms.

The study is guided by the assumption that the effec-
tiveness and sustainability of trade policy liberalization
are not determined solely by an ideological choice be-
tween speed, in the form of shock therapy, and gradual-
ness, in the form of gradualism, but instead result from
the complex interaction of the institutional context, initial
economic conditions, and mechanisms for managing tran-
sition costs.

The article is structured as follows. The first section
analyzes models of full or near-full tariff liberalization.
The Chilean case is used to examine the experience of rad-
ical shock therapy in a high-tariff setting, while the Swiss
case illustrates reform in a context of already low barri-
ers. Comparing these cases allows the author to formu-
late the thesis of asymmetric transition costs. The second
section examines the specific features of liberalization in
transition economies. By comparing the Russian and Pol-
ish cases, the author demonstrates the critical importance
of an external institutional anchor, namely the prospect of
EU membership, in ensuring the sustainability and legiti-
macy of painful reforms. The third section analyzes trade
openness without political liberalization. The cases of
Singapore and Vietnam show that authoritarian political
regimes can integrate effectively into the global economy
when they have effective governance capacity. The fourth
section addresses the phenomenon of reform reversal, or
de-liberalization. By analyzing Argentina and Indonesia,
the author shows that a return to protectionism is often
a crisis-response measure adopted under pressure and,
in the long run, constrains the renewal of the productive
base. The conclusion summarizes the comparative analy-
sis, presents the results in the form of four key findings,
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and confirms the central hypothesis that the effectiveness
of trade reform is determined less by ideology than by the
institutional context and the capacity to manage transition
costs.

1. Literature Review

Trade policy liberalization—the process of reducing
or eliminating barriers to international trade, both tar-
iff and non-tariff—has been one of the central topics in
economics for several centuries. Whereas classical the-
ory focused primarily on the static gains from speciali-
zation, contemporary literature treats liberalization as a
complex, dynamic, and often politically shaped process.
The shift from theoretical abstractions to the analysis of
actual reforms required the development of multidimen-
sional models that account for institutional, political, and
temporal contexts.

Classical and Neoclassical Foundations

According to the classical paradigm, any country that
removes trade restrictions gains access to cheaper goods
and can concentrate its resources on producing the goods
it can produce most efficiently. Neoclassical theory, rep-
resented by the Heckscher—Ohlin—Samuelson model, ex-
tended this analysis by linking trade patterns to countries’
endowments of factors of production, namely labor, capi-
tal, and land [Ohlin, 1933; Samuelson, 1948].

Within these models, liberalization is treated as une-
quivocally beneficial, leading to a Pareto-optimal alloca-
tion of resources on a global scale. However, problems
related to the distribution of gains were already identi-
fied at this stage: within a country, some groups, such as
consumers and export industries, benefit, whereas others,
such as uncompetitive producers, lose. Work by P. Krug-
man and J. Stiglitz emphasized that these redistributive
effects generate strong political resistance to reforms, a
point not captured by idealized models [Krugman, 1995;
Stiglitz, 1999].

Second-Best Theory and Dynamic Effects

An important stage in the development of the theory
was the critique of laissez-faire in the context of partial
reforms. The theory of the second best, formulated by
R. Lipsey and K. Lancaster in 1956, postulated that if dis-
tortions already exist in an economy, such as monopolies
or taxes, then eliminating only one of them—for exam-
ple, introducing free trade—does not necessarily increase
welfare. This insight provided the basis for the arguments
advanced by proponents of gradualism [Lipsey, Lancas-
ter, 1956].

In parallel, a strand of literature developed that exam-
ined the dynamic effects of openness. Unlike the static
gains from exchange, dynamic effects are associated with
long-term productivity growth. Work by R. Lucas and P.
Romer laid the foundations for the new growth theory, in
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which trade serves as a channel for the diffusion of tech-
nology and knowledge, or spillover effects [Lucas, 1988;
Romer, 1990]. Studies by G. Grossman, E. Helpman, and
R. Barro empirically confirmed the link between econom-
ic openness and economic growth rates [Grossman, Help-
man, 1991; Barro, 1996]. In this context, liberalization is
regarded not merely as a single act of tariff reduction, but
as a strategic instrument for stimulating innovation and
structural transformation.

Sequencing and Speed of Reforms:
Shock Therapy vs. Gradualism

The collapse of the socialist bloc in the late 1980s
and early 1990s confronted economists with the task of
choosing an optimal strategy for the transition to a mar-
ket economy. The debate between proponents of shock
therapy, such as D. Sachs and A. Aslund, and gradualism,
such as J. Stiglitz and G. Kolodko, became central in the
literature on transition economies.

Shock therapy entails the rapid and simultaneous
implementation of all key reforms: price liberalization,
trade liberalization, privatization, and macroeconomic
stabilization. Its theoretical basis is the idea that the fast-
er market institutions are created, the sooner the econ-
omy will begin to grow. The reforms in Poland, known
as the Balcerowicz Plan, and in Russia, known as the
Gaidar reforms, represented practical implementations of
this model. The literature emphasizes the inevitability of
short-term shocks, such as a decline in output and rising
unemployment, as the cost of rapid transition.

Gradualism advocates a phased approach in which
reforms are introduced gradually, allowing the economy
to adapt to new conditions. Proponents of this approach
point to the experience of China and Vietnam, particular-
ly the policy of “reform and opening up,” where gradual
trade liberalization was accompanied by the preservation
of strong state control over key sectors. Work by Stiglitz
criticizes shock therapy for ignoring the institutional pre-
requisites of markets [Stiglitz, 1999].

Comparative analysis of these approaches, for exam-
ple [Rodrik, 1989], shows that the success of reforms de-
pends less on the speed of implementation than on the
quality of initial institutions and the availability of com-
pensatory mechanisms for groups adversely affected by
reform.

The Institutional Approach: The Role of Reform Anchors
One of the most influential concepts of recent decades
has been D. Rodrik’s theory of dynamic inconsistency in
trade policy [Rodrik, 1989]. It explains why governments
often fail to adhere to announced liberalization plans:
before elections or during crises, political pressure from
protected industries forces them to retreat from reforms.
This problem can be addressed by creating institution-
al anchors. An external anchor is a commitment made to
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an international organization or trade bloc, such as mem-
bership in the WTO or an association agreement with the
EU, that makes retreating from reforms costly. A classic
example is the experience of Poland and other Central
European countries, where the prospect of EU accession
served as a powerful incentive for undertaking painful
trade reforms.

An internal anchor is the creation of independent do-
mestic institutions, such as tariff commissions or antimo-
nopoly authorities, that make decisions on the basis of
objective criteria rather than short-term political consid-
erations.

The Political Economy of Liberalization

Contemporary literature widely uses the analytical
tools of public choice theory to analyze protectionism.
The Grossman—Helpman model [Grossman, Helpman,
1994] has become a standard framework for explaining
the formation of trade policy as the result of lobbying by
different interest groups. According to this model, the
level of protection afforded to an industry is determined
by its political organization and its ability to offer polit-
ical “inducements” to politicians in the form of votes or
campaign financing.

Work by K. Milner [Milner, 1988] develops this theme
by examining the conditions under which governments
can overcome lobbying pressure and pursue liberaliza-
tion. The key factors are the presence of a strong leader
with a clear mandate for reform or a severe economic cri-
sis that makes the status quo unacceptable.

The Asymmetry of Transition Costs

Empirical literature on the so-called asymmetry of
transition costs has made an important contribution to
understanding the liberalization process. Studies of Chile
and later research on Russia [Edwards, Cox Edwards,
1987; Gaddy, Ickes, 1998] show that the depth of the eco-
nomic downturn after liberalization depends directly on
the initial level of trade protection.

A radical reduction of tariffs from prohibitive levels,
as occurred in Chile in the 1970s and Russia in 1992,
leads to the large-scale collapse of uncompetitive produc-
tion and a sharp short-term increase in unemployment.
At the same time, liberalization under already low tariffs,
such as the recent reform in Switzerland, causes virtually
no economic shocks and delivers long-term benefits by
reducing administrative costs and improving the efficien-
cy of resource allocation.

Liberalization without Democratization

The traditional view linked economic openness to
political liberalization. However, the experience of the
“Asian Tigers” refuted this rigid relationship. P. Ev-
ans’s concept of “embedded autonomy” [Evans, 1995]
captures the Singaporean model well: an authoritarian
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state with a highly competent bureaucracy uses eco-
nomic openness as an instrument for attracting invest-
ment and promoting structural modernization, while
also ensuring a high level of social provision in order to
legitimize its authority.

Vietnam followed a similar path through the Doi Moi
policy, whereby a one-party system successfully inte-
grated the country into global value chains through the
phased reduction of barriers without political democrati-
zation. These cases demonstrate that the type of political
regime is not a determinant of trade openness; the key
factor is the functional quality of governance.

The Problem of Reform Reversal (De-liberalization)

The literature on liberalization would be incomplete
without an analysis of processes of reversal, that is, the
return to protectionism. Classical theory assumed a unidi-
rectional movement toward free trade. Experience, how-
ever, has shown that this process can be cyclical.

Studies of Argentina show that trade restrictions of-
ten become an instrument of crisis-response policy under
macroeconomic instability, for example after the 2001
default, when the government lacks access to traditional
fiscal or monetary policy tools.

Indonesia’s experience illustrates the phenomenon of
“resource nationalism.” Seeking to maximize domestic
value added, the government imposes production local-
ization requirements on foreign investors in the automo-
tive and telecommunications sectors. In [Amiti, Kon-
ings, 2007], the contradictory nature of such measures is
demonstrated: they may stimulate job creation in low-pro-
ductivity sectors, but at the same time they constrain the
renewal of the productive base by limiting access to for-
eign intermediate goods and technologies.

Thus, the literature review suggests that contemporary
theory of trade policy liberalization has evolved from
simple models of comparative advantage to complex,
multidimensional frameworks. It is now understood that
there is no universal model of liberalization. The effec-
tiveness of reforms is determined by the complex inter-
action of initial economic conditions, including the level
of tariffs, institutional quality, including the presence of
anchors, the political regime, and the state’s capacity to
manage transition costs.

2. Methodology and Case Selection

On the basis of the literature review, the following re-
search hypotheses are formulated.

HI: The initial level of trade protection is the main
factor determining the depth of the transition shock: re-
ducing tariffs from prohibitive levels inevitably leads to
the destruction of part of industrial capacity, whereas lib-
eralization under low tariffs minimizes costs.

H?2: The presence of an external institutional anchor is
a critical condition for overcoming political time incon-
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sistency and ensuring long-term commitment to reform.

H3: The type of political regime is not a determinant
of trade openness; illiberal regimes can successfully carry
out liberalization, provided that governance is functional-
ly effective.

H4: A reversal of reforms, that is, a return to protec-
tionism, is not an ideological turn but a crisis-response
measure adopted under pressure in conditions of macro-
economic instability; in the long run, it constrains the re-
newal of the productive base.

To address these hypotheses, comparative case study
analysis was selected as the main research method to
compare liberalization models across eight country cases
representing different trajectories of trade liberalization.
The selected cases were grouped by type in order to iden-
tify common patterns and differences depending on the
reform context.

In the second stage, each group of countries was exam-
ined through an in-depth historical and economic analysis
of processes of liberalization and protectionism using the
case study method. The analysis covered macroeconomic
indicators, including GDP and unemployment, tariff dy-
namics, institutional changes, and political conditions.

In addition, the role of institutions was assessed on the
basis of retrospective event analysis.

3. Full Liberalization of Trade Policy:

Chile and Switzerland
The Chilean Experience:
Shock Therapy and Its Consequences

The military coup in Chile took place on September
11, 1973. By that time, the trade-weighted average tariff
had reached 105%, while tariffs on certain product groups
were as high as 700%. The trade system included direct
export restrictions, a system of import deposits, and a
multiple exchange-rate system with 15 rates [Edwards,
Cox Edwards, 1987]. Under the 1974-1979 program, the
goal was to reduce tariffs to a uniform rate of 10% [Corbo,
Fischer, 1994]. By the end of this stage, the average tariff
had fallen to 3.6%, and the gap between the minimum and
maximum rates was only 6 percentage points. At the same
time, a capital market was established, foreign investment
was liberalized, central bank independence was secured,
and greater labor-market flexibility was introduced [Ed-
wards, Cox Edwards, 1987].

In the short term, the reforms generated GDP growth
of 7% per year and reduced unemployment from 13.5% to
11% by 1981. However, by 1982, a recession had begun.
By 1986, 35% of the enterprises operating in 1979 had
ceased operations; these enterprises had accounted for
25% of industrial employment, 13% of investment, and
16% of industrial output [De la Cuadra, Hachette, 1991].
Economic growth during the Pinochet period was lower
than in structurally similar countries; a notable acceler-
ation occurred only after the transition to democracy in
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1989 [Ffrench-Davis, 2002]. This case clearly illustrates
the key problem of shock liberalization: transition costs
associated with reducing tariffs from prohibitive levels
are concentrated in the short term and pose a threat to the
industrial base.

The Swiss Reform of 2024
Liberalization under Low Tariffs

Effective January 1, 2024, Switzerland eliminat-
ed tariffs on all industrial goods falling under Chapters
25-97 of the customs tariff schedule, with the exception
of certain agricultural and processed agricultural prod-
ucts'. The number of tariff lines was reduced from 6,172
to 4,592, thereby reducing administrative costs by 20%.>
The country’s initial average tariff was 1.8%; therefore,
the abolition of duties altered price conditions by less
than 2 percentage points. The overall welfare gain was
estimated at more than CHF 860 million per year, includ-
ing savings from tariff elimination, administrative relief,
and additional indirect effects such as productivity gains.
Separately, lower consumer prices were estimated to gen-
erate savings for consumers of approximately CHF 350
million.?

A comparison of the two cases confirms the thesis of
asymmetric transition costs: the higher the initial level of
tariff protection, the more painful liberalization becomes
in the short term. The Swiss reform did not generate sig-
nificant economic shocks, whereas the Chilean reform led
to a large-scale industrial downturn.

4, Liberalization in Transition Economies:

Russia and Poland
Russia: Shock Liberalization and Its Consequences

In the USSR, the state monopoly on foreign trade
completely isolated domestic producers from world pric-
es [Gaidar, 2007]. In January 1992, the government of
Yegor Gaidar abolished this monopoly, granted enterpris-
es the right to carry out export and import operations in-
dependently, eliminated most non-tariff restrictions, and
introduced a low import tariff [Sachs, Woo, 1994]. The
reform was carried out as part of the shock therapy rec-
ommended by Western economists and supported by the
IMF.

One of the first consequences of this reform was a sharp
import shock: in 1992—-1993, consumer imports rose sev-
eralfold, while domestic producers were not prepared for
competitive pressure [World Economic Outlook, 1993].
At the same time, a situation known as “Dutch disease”
emerged: revenues from commodity exports strengthened
the ruble, reducing the competitiveness of non-commodi-
ty sectors. In mechanical engineering, electronics, and the
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machine-tool industry, output fell by 40-60% in 1992—
1994 [Aslund, 1995; Gaddy, Ickes, 1998]. By 1993, the
government was gradually raising tariffs and introducing
non-tariff barriers in key sectors [Tarr, 1994]. The 1998
financial crisis and the depreciation of the ruble paradoxi-
cally proved to be a more effective mechanism for restor-
ing production than industrial policy [Kharas et al., 2001;
Isakova, Plekhanov, 2011].

Poland: European Integration as an Institutional Anchor

Poland’s economy was relatively more open. The
country had a well-developed private agricultural sec-
tor, as well as experience with market transactions and
contacts with Western creditors [Balcerowicz, 1995]. The
program launched by Minister Balcerowicz on January
I, 1990, included price and subsidy liberalization, the
introduction of zloty convertibility, the abolition of the
state monopoly on foreign trade, and the replacement of
quantitative restrictions with moderate tariffs of 12—13%
[Michalopoulos, Tarr, 1997]. The short-term shocks were
painful: GDP fell by 11.6% in 1990 and by another 7%
in 1991, while unemployment rose to 11.8% [Blanchard,
1997]. Nevertheless, the depth of the decline was signifi-
cantly smaller than in most post-socialist economies [Ro-
land, 2000].

The decisive event was the association agreement with
the EU, signed in December 1991 and entered into force
in 1994 [Ners, 1995], which provided for the creation of
a free trade area with asymmetric market opening. Stra-
tegically, the agreement functioned as an external institu-
tional anchor. The risk that Poland could lose its prospect
of EU membership addressed the problem of dynamic in-
consistency [Rodrik, 1989] by making retreating from re-
forms extremely costly. Support for reforms in Polish so-
ciety correlated with support for EU accession [Kolodko,
2000]: citizens accepted the costs of liberalization as an
acceptable price for the long-term benefits of integration.
On May 1, 2004, Poland joined the EU and transferred
authority over trade policy to the supranational level.

5. Trade Liberalization
Without Political Liberalization:

Singapore and Vietnam
Singapore: Embedded Autonomy
and Productive Authoritarianism

Since 1965, Singapore’s trade policy has been
based on three principles: zero or minimal tariffs, with
a zero rate currently applied to approximately 99%
of tariff lines*, the active pursuit of free trade agree-
ments, with more than 27 such agreements in place

! Abolition of Industrial Tariffs (2023). Swiss Customs Administration. https://www.bazg.admin.ch/bazg/en/home/topics/authebung_industriezoelle.html.
2 Reduction of Tariff Lines (2023). SECO. https://www.seco.admin.ch/seco/en/home/Aussenwirtschaftspolitik Wirtschaftliche Zusammenarbeit/Wirtschaftsbeziehungen/warenhandel/

aufhebung_industriezoelle.html.

3 Welfare Gains from Tariff Elimination (2023). SECO. https://www.admin.ch/gov/en/start/documentation/media-releases.msg-id-99580.html.
4 Trade Policy Review: Singapore (2024). WTO. https://www.wto.org/english/tratop_e/tpr_e/tp_rep_e.htm?country=SGP.
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by 20245, and the use of openness as an instrument
for attracting multinational corporations. At the same
time, through the Economic Development Board, the
state actively shaped the economy’s sectoral structure,
successively directing investment into labor-intensive
manufacturing, then into electronics and oil refining,
and later into financial services and biomedicine.® In
the literature, this model is described as embedded au-
tonomy, following P. Evans’s concept [Evans, 1995].

Unlike Chile under Pinochet’s authoritarian model,
the Singaporean state provided high-quality education,
health care, and housing, thereby creating the material
basis of the social contract. GDP per capita rose from ap-
proximately USD 500 in 1965 to more than USD 65,000
in 2023;7 this calls into question the thesis that political
democratization and economic prosperity are necessarily
linked.

Vietnam: Phased Integration While Preserving
a One-Party System

The Doi Moi policy, adopted in December 1986,
marked the transition to a “socialist-oriented market
economy” amid an acute crisis: hyperinflation exceeded
700%, there were food shortages, and the system of sub-
sidized exports to CMEA countries was collapsing [Dol-
lar, 1994; Fforde, de Vylder, 1996]. Trade liberalization
unfolded in stages. During the first stage, from 1986 to
1995, the state monopoly on foreign trade was disman-
tled while high import tariffs of 30-35% were preserved.®
During the second stage, from 1995 to 2007, the coun-
try successively joined ASEAN, signed a bilateral trade
agreement with the United States, with exports to the
United States increasing from USD 822 million in 2001
to USD 6.9 billion in 2004,° and acceded to the WTO
in 2007. The third stage, beginning in 2007, involved
new-generation agreements: the EU-Vietnam Free Trade
Agreement (EVFTA), the Comprehensive and Progres-
sive Agreement for Trans-Pacific Partnership (CPTPP),
and the Regional Comprehensive Economic Partnership
(RCEP) [Menon, 2009].

Vietnam participates in all major regional trade ar-
rangements while maintaining a one-party political sys-
tem. Together with the Singapore case, this demonstrates
that the type of political regime is not a determining fac-
tor in trade openness: illiberal regimes can participate ef-
fectively in the liberal trade architecture when effective
mechanisms for implementing economic policy are in
place.

Kornilov A.G

6. Reversal of Liberalization:

Argentina and Indonesia
Argentina:
Protectionism as a Crisis-Response

Liberalization in the 1990s under President Menem
was carried out within the framework of the Convertibil-
ity Plan, which pegged the peso to the U.S. dollar. The
regime achieved stabilization, but subsequently increased
external vulnerability: the appreciation of the dollar and
the devaluation of the Brazilian real in 1999 undermined
export competitiveness [Galiani, Somaini, 2018]. The cri-
sis of 2001-2002 destroyed the previous model: the debt
default totaled USD 141 billion, GDP fell by 10.9%, un-
employment reached 21.5%, and more than 45% of the
population was below the poverty line.'° Under these con-
ditions, trade restrictions became a substitute for unavail-
able macroeconomic instruments [Kiguel, Levy-Yeya-
ti, 2009]: the number of items subject to non-automatic
licensing increased from four in 1999 to approximately
600 by 2012, accounting for 17% of imports by value
[Nogues, 2011].

From February 2012 to December 2015, a system of
Advance Sworn Import Declarations (Declaraciones Jura-
das Anticipadas de Importacion, DJAI) was in force and
functioned as a discretionary mechanism for allocating
access to imports. In January 2015, in disputes DS438,
DS444, and DS445, the WTO found that the DJAI sys-
tem violated Article XI of GATT 1994." The economic
outcomes of protectionism were contradictory: a 10 per-
centage point increase in the share of a firm’s imports
subject to non-automatic licensing was associated with a
6% reduction in exports and an approximately 2% reduc-
tion in employment [Gutierrez, lanchovichina, 2014]. The
growth of capital goods imports after restrictions were
lifted under Macri confirmed that the previous regime had
constrained the renewal of the productive base [Berretto-
ni, Polonsky, 2016].

Indonesia:
Resource Nationalism and Localization Requirements
After the Asian crisis of 1997-1998, Indonesia liber-
alized under IMF pressure, reducing the trade-weighted
average tariff to 3—4%. Since the mid-2000s, however, the
country has consistently expanded protectionist instru-
ments. The 2021 regulations established the neraca ko-
moditas system—a national production and trade balance
used to approve or reject import applications.'? Locali-
zation requirements are applied in telecommunications,

* Free Trade Agreements (2024). MTI Singapore. https://www.mti.gov.sg/Trade/Free-Trade-Agreements.
¢ Economic Development History (2023). EDB Singapore. https://www.edb.gov.sg/en/about-edb/our-history.html.
7 GDP per capita, current USD: Singapore. World Development Indicators (2024). World Bank. https://data.worldbank.org/indicator/NY.GDP.PCAP.CD?locations=SG.

8 Trade Policy Review: Vietnam (2003). Geneva, United Nations.
°U.S.-Vietnam Bilateral Trade Agreement (2004). Washington, USTR.

19 Encuesta Permanente de Hogares (2002). Buenos Aires, Instituto Nacional de Estadistica y Censos.
' Dispute Settlement Reports: DS438, DS444, DS445 (2015). WTO. https://www.wto.org/english/tratop_e/dispu_e/cases e/ds438 e.htm.

12 Tlocranosnenus Mugonesnn Ne 28/2021 u Ne 29/2021 o cucreme neraca komoditas.
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with a minimum threshold of 30%, and in electric vehicle
production, where the threshold is 35% [Negara, 2016].
The Mining Law introduced a requirement to process raw
materials domestically; the ban on nickel ore exports, re-
instated in January 2020, attracted foreign direct invest-
ment in processing.'?

At the same time, the results are mixed: more than
70% of heavy mining equipment is imported from China
[Patunru, Rahardja, 2015], while key processing technol-
ogies are largely controlled by foreign partners. Restric-
tions on foreign direct investment in 20062016 generated
an approximately 10% increase in employment, but main-
ly in small, low-productivity enterprises [Tijaja, Faisal,
2014]. Since access to foreign intermediate inputs is an
important source of productivity [Amiti, Konings, 2007],
localization requirements risk undermining the very goals
for which they are adopted.

Conclusion

The comparative analysis of the models examined in
this article leads to four principal conclusions.

First, the findings confirm hypothesis H1: the out-
comes of liberalization are determined by the initial level
of tariff protection. A radical reduction of barriers under
high initial tariffs, as in Chile and Russia, generates large-
scale transition costs; liberalization under already low tar-
iffs, as in Switzerland, causes minimal disruption while
delivering comparable long-term gains.
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