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		Abstract

		The aim of this paper is to assess of the impact of the European Union’s trade preferences on global trade, focusing on several methodological issues that are relevant to the trade-creating impact of these preferences. Using highly disaggregated eight-digit data in a theoretically grounded gravity model framework, we define an explicit measure of preferential tariff margins computed on alternative definitions based on a comparison between bilateral applied tariffs and two different reference levels: the most favored nation duty and a constant elasticity of substitution price aggregator. From the methodological point of view, we show that assessing the impact of these policies can be very sensitive to the definition of the preferential tariff margin. From a policy perspective, such preferential schemes have an actual impact on trade volumes, although with significant differences across sectors. Measuring properly the effects of preferences is highly relevant in ongoing policy debates. Indeed, on one hand developed countries are moving from trade for aid to aid for trade paradigm while redesigning their own preferential schemes to provide better targeting for the most vulnerable economies but also limit the growing competition of emerging economies on their own domestic industries. On the other hand, the fear of preference erosion is still playing an important role in delaying the conclusion of the Doha Round. 
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