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Empirical evidence

Today's lecture

Test on Melitz (2003)

� Pavcnik (2002, RES)

� Bernard, Jensen and Schott (JME, 2006)
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Empirical evidence

Papers: Pavcnik (2002, RES) and Bernard, Jensen and Schott (JME, 2006)

General questions:

� Trade-induced reallocation: are some plants growing, some exiting?

� If there are productivity gains, where do they come from?

� Short-run pains, long-run gains
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Empirical evidence: Pavcnik (2002)

Pavcnik (2002)

� looks at the e�ect of trade liberalization on plants exit and productivity
improvements in Chile

� Why is Chile a good case study? Massive trade liberlization during the
late 70s and early 80s

� How has sectoral productivity evolved during this period? Through which
channels?
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Empirical evidence: Pavcnik (2002)

� Plant-level data, 1979-1986

� Tari�s have fallen in the same way in every sector

� Characterizes sectors as

- export-oriented (more than 15% of its total output is exported)

- import-competing (ratio import over total output larger than 15%)

- non-traded goods (others)
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Empirical evidence: Pavcnik (2002)

For each industry we want to know:

1 How has evolved aggregate productivity over the liberalization period?

2 Do variations in productivity come from resources reallocations from the
least to the most e�cient �rms?
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Empirical evidence: Pavcnik (2002)

Wt =
P

i sitprit = epr t +
P

i (sit � est)(prit � epr t)

Where Wt is aggregate weighted productivity

� epr t is unweighted aggregate productivity (within �rm gains?)

�

P
i (sit � est)(prit � epr t): total covariance between a plant's share of the

industry output and its productivity (positive values of the covariance
means that more output produced by more e�cient plants)

! Melitz (2003) predicts that this covariance should be positive and
increasing over time
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Pavcnik (2002)
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Pavcnik (2002)
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Pavcnik (2002)
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Empirical evidence: Pavcnik (2002)

� Important reallocation e�ects following trade liberalization

� Those �rms which exit are not only less productive, but also have other
characteristics: less capital intensive, skill intensive, etc. Useful to
understand the short run e�ects of trade liberalization among groups
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Bernard, Jensen and Schott (2006)

- Link plant-level U.S. manufacturing data with industry measures of tari�s
and transportation costs.

- As trade costs fall:

1 industry productivity increases

2 higher probability of plant death

3 higher probability of successful exports

4 existing exporters increase their export shipments
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Bernard, Jensen and Schott (2006)
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Bernard, Jensen and Schott (2006)
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Bernard, Jensen and Schott (2006)
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