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The accuracy of his prediction will depend cn the standard
error of the estimate, the samppe size used in fitting the
regression, and the degree to which the nominal rate of
the industry being studied varies from the averege of |
dhe nominal rates for all industries,

If 1.0 study of effective protection for the country is
available, the decision maker must look to the possibility
that there is a common relationship between nominal a-d
effective rates that is found in all countries. Conzldaring
the values of intercepts and slope coefficients and their
standafd errors reported by Cohen in Table 2, it seemns
unlikely that such a common relationship exists. Congider
for example the two following equations drawn from Coten's
sample:in Table 2:

Hetherlands,1959 U= =11,75 + 2,29¢¢ R2 = 74
('5095) (8076)

Brazil, 1966 U= 21.0 + .32 R% = 88
(5.68)  (11,0)

t-tests on the ra difference between intercepts and the difference:
between the &am slope coefficients suggest that the two samples
CGuld not kave been drawn from the same sample. Admittedly, the
two equations shown here are extremen and others could have
been seégected to show a similar'ityf Nevertheiess, casual
observation of the range of values for the slopes and intercepts
assocaated
and their/signifizzy standard errors would lead one to suspect
that the appropriate statistical test comparing these variables
to the similar variables of a pooled regression equationd would
reveal considerable dissimilarity amdng the samples. Thus,

a decision-maker would be ill-advised to use another country's
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regression equation undwn fop estimating nominal tariff-effective
tariff relationships in his own country untess he bad good
reason to believe that the economic structures and tariff
of the two countries
systems/were quite similar. Ile would have little choice but
to estimate the effecgive rate for his own country directly,
The existence of a close relationship between nominal and

effective protection may, however, be irrelevant To the gaal

being sought. The expressed prupose of mffective rate is to

in

provide an indicator of nemxmunzaxdig the direction/which the
the

tariff system causes resources *o flow; but/few studiesz to
have tested for this relationship ftave Found little statistical
efwdence in its support | 1,0 1,[ 1. Several expianations for
the failure to find ax empirical evidence betwoen effective
rates and measures of resource novemant are possible, but
certainly one of the most likely reasons is that ¥x the
conditions of supply of the primary inputs--ie., the factors
whose inter-industry mobility is being studied~-are not
considered; in a sense the measured rate of effective protection
is only the demand side.of & necessary supply-demand equilibrium
which isnecessary for determining actual resource allocations,

Obviously, if all factors are in inelastiec supply to in-
~dustries~-an unlikely occurrence--a change in the level of
effective protection will affect the remuneration of the factors
currently in the industry but will not change the pattern of

The

resource allocation, #/correlation hetween effective rates of
Protection and factop hovements will skay be zero,

Another possibility, ocne which is perhaps quite frequently

found in less developed countries, is that the elasticity of

Supply of certain faceors is perfectly clastie for all industries
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