

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Trade Integration, Firm Selection and the Costs of Non-Europe

	
    
        
            
            







    
    










    
    
    
    











			
                    CORE Discussion Paper No. 2006/61
 
                    Centro Studi Luca d'Agliano Development Studies Working Paper No. 218 
 
        

    
	

	
	
		
		
			34 Pages
		
		

		Posted: 28 Aug 2006
		
		
		
	

	
		
			
			




	See all articles by Gianmarco I.P. OttavianoGianmarco I.P. Ottaviano
Bocconi University - Department of Economics and Paolo Baffi Centre on Central Banking and Financial Regulation
Massimo Del Gatto
CRENOS - Centre for North South Economic Research; 'Gabriele d'Annunzio' University of Chieti-Pescara - Faculty of  Economics
Giordano Mion
University of Sussex - Department of Economics; London School of Economics & Political Science (LSE) - Centre for Economic Performance (CEP); Centre for Economic Policy Research (CEPR); CESifo (Center for Economic Studies and Ifo Institute)


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Trade Integration, Firm Selection and the Costs of Non-Europe

								
							
							
							
								CORE Discussion Paper No. 2006/61, Centro Studi Luca d'Agliano Development Studies Working Paper No. 218 
							

							
							
								
									Number of pages: 34
								
								
									Posted: 28 Aug 2006
								
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  134
							
						

					

					
					

					
						
							
						

						
							
								
									Trade Integration, Firm Selection and the Costs of Non-Europe
									

								
							
							
							
								CEPR Discussion Paper No. 5730
							

							
							
								
									Number of pages: 36
								
								
									Posted: 16 Aug 2006
								
								
							

							
						

						
							
							Downloads
							   38
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: June 2006

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		In models with heterogeneous firms trade integration has a positive impact on aggregate productivity through the selection of the best firms as import competition drives the least productive ones out of the market. To quantify the impact of firm selection on productivity, we calibrate and simulate a multi-country multi-sector model with monopolistic competition and variable markups using firm-level data and aggregate trade figures on a panel of 11 EU countries. We find that EU trade has a sizeable impact on aggregate productivity. In 2000 the introduction of prohibitive trade barriers would have caused an average productivity loss of roughly 13 percent, whereas a reduction of intra-EU trade costs by 5 percent would have generated a productivity gain of roughly 2 percent. Productivity losses and gains, however, vary a lot across countries and sectors depending on market accessibility and trade costs. We provide evidence that our results are robust to alternative distance and productivity measures. 
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