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Abstract
This paper applies a 3x2x2 specific factor
model to examine the effects of preferential
trade agreement with import tariffs
endogenously decided by lobbying. We
find out that lobbying activities will augment
the direct effect of PTA. That means, the
PTA will bring more trade from the outside
union to the inside union and the welfare of
whole union will increase more than the
situation without lobbying. However, with
lobbying the effect of PTA may be
augmented or mifigated by the induced
indirect effect from the factor market
depending on the type of imports. If the
import is the trade-creation type goods,
firms’ unproductive activity will mitigate the
indirect effect. On the other hand, if it is
the trade-diversion type goods, lobbying will
augment the indirect effect of PTA.
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