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abstract

Issues of Measuring Factor specificity and Political Resistance
to Free Trade

Ha-Lyong Jung*

Recent studies of trade politics introduce continuous indicators of factor mobility, such
as differendals in wages and profits (Hiscox 2002), income level (Scheve 2001), and
research and development spending (Alt et al, 1999). Most indicators of factor mobility
suggested by various authors originate from empirical studies of industrial organization. It
is dubious whether such measures are discernible from effects derived from market
conditions other than factor specificity. Most indicators of market structure are not related
closely to the concept of factor specificity stated in the pure theory of trade. The confusion
becomes a serious problem when indicators of market structure and performance are
directly adopted as measures of factor specificity. Any description of market structure is a
phenomenon that needs explanation by other political and economical variables, not an
independent variable indicating basic conditions of market structure such as factor
specificity. I suggest wages and salaries (payroll) to value added ratio (PVA) as an alternative
measurement of factor specificity. PVA can capture both economical and technological
characteristics of industries varying by proportional differences in factor specificity. The
more the industry requires specific factors, the higher the ratio of distributive shares of
wages and salaries to value added. PVA mirrors the elasticity of substitution between
general and specific factors, on one hand, and, on the other hand, reflects the strategic

behavior of firms to increase rents from product specialization. The expectation is that
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those engaged in an industry of higher average PVA would have more incentive to protest
free trade that will cause price drops of the commodity they produce. A comparison of
performances between alternative measurement schemes shows that PVA is an

appropriate measurement of factor specificity and the potential intensity of political

resistance against free trade policy.



