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		Long-run cross-country price data exhibit a puzzle. Today, richer countries exhibit higher price levels than poorer countries, a stylized fact usually attributed to the "Balassa-Samuelson" effect. But looking back fifty years, or more, this effect virtually disappears from the data. What is often assumed to be a universal property is actually quite specific to recent times. What might explain this historical pattern? We adopt a framework where goods are differentiated by tradability and productivity. A model with monopolistic competition, a continuum-of-goods, and endogenous tradability allows for theory and history to be consistent for a wide range of underlying productivity shocks. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Prices, productivity, econometric models

	
	

	
    

    
	

	
	
		JEL Classification: F40, F43, N10, N70

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Bergin,  Paul R. and Glick,  Reuven and Taylor,  Alan M., Productivity, Tradability, and the Long-Run Price Puzzle (June 2004). FRB of San Francisco Working Paper No. 2004-08,  Available at SSRN: https://ssrn.com/abstract=563369 or http://dx.doi.org/10.2139/ssrn.563369 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Paul R. Bergin (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of California, Davis - Department of Economics  ( email )

			

			
			
				
				
				
					One Shields Drive
1141 Social Sciences & Humanities Bldg.
Davis, CA  95616-8578
United States
530-752-8398 (Phone)
530-752-9382 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Reuven Glick

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Federal Reserve Bank of San Francisco - Center for Pacific Basin Monetary & Economic Studies  ( email )

			

			
			
				
				
				
					101 Market Street
San Francisco, CA  94105
United States
415-974-3184 (Phone)
415-974-2168 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Alan M. Taylor

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of California, Davis - Department of Economics  ( email )

			

			
			
				
				
				
					One Shields Drive
Davis, CA  95616-8578
United States
530-752-1572 (Phone)
530-752-9382 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.econ.ucdavis.edu/faculty/amtaylor/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			
				
				
					HOME PAGE: http://nber.org
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Centre for Economic Policy Research (CEPR) 

			

			
			
				
				
				
					London
United Kingdom

				

				
			

			
				
				
					HOME PAGE: http://cepr.org
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       93

			

		
		
		
			Abstract Views

			    2,501

		

		
		 
		
			Rank

			  358,605

		

		
	


	

	
		
			
				       76 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    International Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              984

                                    

                                    
                                        PAPERS

                                           24,637

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        International Trade and Macroeconomic Dynamics with Heterogeneous Firms

                        
                            By
                                
                                
                                    
                                    Fabio Pietro Ghironi
                                     and 
                                
                                    
                                    Marc J. Melitz
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        International Trade and Macroeconomic Dynamics with Heterogeneous Firms

                        
                            By
                                
                                
                                    
                                    Fabio Pietro Ghironi
                                     and 
                                
                                    
                                    Marc J. Melitz
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Endogenous Tradability and Macroeconomic Implications

                        
                            By
                                
                                
                                    
                                    Paul R. Bergin
                                     and 
                                
                                    
                                    Reuven Glick
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Productivity, Tradability and the Long-Run Price Puzzle

                            
                                By
                                    
                                    
                                        
                                        Paul R. Bergin, 
                                        
                                    
                                        
                                        Reuven Glick, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Productivity, Tradability, and the Long-Run Price Puzzle

                            
                                By
                                    
                                    
                                        
                                        Paul R. Bergin, 
                                        
                                    
                                        
                                        Reuven Glick, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Tradability, Productivity, and Understanding International Economic Integration

                            
                                By
                                    
                                    
                                        
                                        Paul R. Bergin
                                         and 
                                    
                                        
                                        Reuven Glick
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Tradability, Productivity, and Understanding International Economic Integration

                            
                                By
                                    
                                    
                                        
                                        Paul R. Bergin
                                         and 
                                    
                                        
                                        Reuven Glick
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Trade Integration and Risk Sharing

                            
                                By
                                    
                                    
                                        
                                        Aart Kraay
                                         and 
                                    
                                        
                                        Jaume Ventura
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Trade Integration and Risk Sharing

                            
                                By
                                    
                                    
                                        
                                        Aart Kraay
                                         and 
                                    
                                        
                                        Jaume Ventura
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            A Model of Endogenous Nontradability and its Implications for the Current Account

                            
                                By
                                    
                                    
                                        
                                        Paul R. Bergin
                                         and 
                                    
                                        
                                        Reuven Glick
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.110 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
