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		Abstract

		This paper provides a new heterogeneous firm model for trade where firms differ in their productivity and experience different market demand shocks. The model incorporates variations in trade policy, trade preferences, and the rules of origin needed to obtain them, to reflect real world differences faced by Bangladeshi garment exporters in the US and EU. We estimate firms' productivity using an extension of the Olley Pakes procedure that accounts for the biases arising from both demand shocks and productivity being unobserved. Predictions of the model are then tested non-parametrically and are shown to be supported empirically. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Demidova,  Svetlana A. and Kee,  Hiau Looi and Krishna,  Kala, Do Trade Policy Differences Induce Sorting? Theory and Evidence from Bangladeshi Apparel Exporters (December 2006). NBER Working Paper No. w12725,  Available at SSRN: https://ssrn.com/abstract=948187
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Svetlana A. Demidova

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Department of Economics, McMaster University  ( email )

			

			
			
				
				
				
					1280 Main Street West
Hamilton, Ontario L8S 4M4
Canada

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Hiau Looi Kee

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				World Bank - Development Research Group (DECRG)  ( email )

			

			
			
				
				
				
					1818 H. Street, N.W.
MSN3-311
Washington, DC  20433
United States
202-473-4155 (Phone)
202-522-1159 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://econ.worldbank.org/staff/hkee
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Kala Krishna (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Pennsylvania State University - Department of Economics  ( email )

			

			
			
				
				
				
					523 Kern Graduate Building
University Park, PA  16802-3306
United States
814-865-1106 (Phone)
814-863-4775 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [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

				       35

			

		
		
		
			Abstract Views

			      921

		

		
		
	


	
		
            
            	        2 Citations
		

	

	
		
			
				       31 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    NBER Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                NBER Working Paper Series

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

                                
                                    
                                        FOLLOWERS

                                           12,244

                                    

                                    
                                        PAPERS

                                           32,680

                                    

                                

                                
                            

                        

                    

                
	
                    International Trade eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Trade eJournal

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

                                
                                    
                                        FOLLOWERS

                                              714

                                    

                                    
                                        PAPERS

                                           27,397

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Multi-Product Firms and Product Switching

                        
                            By
                                
                                
                                    
                                    Andrew B. Bernard, 
                                    
                                
                                    
                                    Stephen J. Redding, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Multi-Product Firms and Product Switching

                        
                            By
                                
                                
                                    
                                    Andrew B. Bernard, 
                                    
                                
                                    
                                    Stephen J. Redding, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Multi-Product Firms and Product Switching

                        
                            By
                                
                                
                                    
                                    Stephen J. Redding, 
                                    
                                
                                    
                                    Andrew B. Bernard, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Multi-Product Firms and Product Switching

                            
                                By
                                    
                                    
                                        
                                        Andrew B. Bernard, 
                                        
                                    
                                        
                                        Stephen J. Redding, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Multi-Product Firms and Trade Liberalization

                            
                                By
                                    
                                    
                                        
                                        Andrew B. Bernard, 
                                        
                                    
                                        
                                        Stephen J. Redding, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Multi-Product Firms and Trade Liberalization

                            
                                By
                                    
                                    
                                        
                                        Andrew B. Bernard, 
                                        
                                    
                                        
                                        Stephen J. Redding, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Multi-Product Firms and Trade Liberalization

                            
                                By
                                    
                                    
                                        
                                        Andrew B. Bernard, 
                                        
                                    
                                        
                                        Stephen J. Redding, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Comparative Advantage and Heterogeneous Firms

                            
                                By
                                    
                                    
                                        
                                        Andrew B. Bernard, 
                                        
                                    
                                        
                                        Stephen J. Redding, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Comparative Advantage and Heterogeneous Firms

                            
                                By
                                    
                                    
                                        
                                        Andrew B. Bernard, 
                                        
                                    
                                        
                                        Stephen J. Redding, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Comparative Advantage and Heterogenous Firms

                            
                                By
                                    
                                    
                                        
                                        Andrew B. Bernard, 
                                        
                                    
                                        
                                        Stephen J. Redding, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					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   0.114 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

