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Melit� Meet� Milk: The Impact o� Quota Abolition on E� Dairy E�port Competitivene��
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co�pr�h�es��� co��r��� o� 5� products (�eclud�e� r�� ��lm �ed d��ra	 �ed 1
0 r���oes� � �ult�-

r���oe Co�put��l� G�e�r�l Equ�l��r�u� (CGE	 �r����orm �s �e �ttr�ct��� opt�oe. Mor�o��r�

��th �ts ��cro�coeo��c �ed product���ta �ro�th dr���rs� th� CGE �od�l �s ��ll �qu�pp�d to

c�ptur� structur�l ch�e�� throu�h co�p�t�e� us�s �or sc�rc� pr���ra ��ctors �ed th��r

coeco��t�et ��p�cts oe th� r��l �
ch�e�� r�t�� �h�ch o���rs � �or� co�pl�t� tr��t��et o�

pot�et��l �
port co�p�t�t���e�ss.

W�th ��ra ��� �
c�pt�oes� st�ed�rd �od�ll�e� r�pr�s�et�t�oes o� produc�r ��h���our �ssu��

p�r��ct co�p�t�t�oe (�C	 ��� �������� ������� �� ������ ����� �� ������� �� !������ ���� "!����-

��#��$% �$����������  ��#��� ������$ �� �$������ ��  �������& '���)��� �� �� ������� ����

�ppropr��t� �e th� d��ra �edustra �h�ch �
h���ts r�t��l�r ��rm�t po��r �ed product ��r��ta

dr���e ut�l�ta ����cts. As ��ll �s c�ptur�e� th�s� p�rt�e�et d���ed-s�d� (�.�.� ��r��t�l pr���r�ec�	

�ed suppla-s�d� (�.�.� �etra*�
�t� ��r� sc�l�	 ��ch�e�s�s� th� h�t�ro��e�ous ��r� �
t�es�oe o�

M�l�t+ (200,	 �
pl�c�tla coes�d�rs th� d�c�s�oe-��m�e� �h�ch dr���s �ed���du�l do��st�c ��r�s to

�
port (or eot	 to sp�c���c �or���e ��rm�ts.

Coes�st�et ��th pr���ous stud��s� our �C �od�l sho�s th�t ��ll�e� r�� ��lm pr�c�s r�sult�e� �ro�

quot� r��o��l ��sto� � co�p�t�t��� �d��et��� to E/ d��ra �
port�rs �e th� ��d�u� t�r�.

Furth�r�or�� th� IC �od�l !������� � "���#����% �� th� E/ d��ra �edustra� ��th r����e�e� ��r�s

�
h���t�e� �r��t�r th�rd-couetra �
port or��et�t�oe. Th� r�sult�e� ��r��t�l prol���r�t�oe oe �
tr�-

E/ tr�d� rout�s ��e�r�t�s ���e �r��t�r �
port ��rm�t p�e�tr�t�oe �ed ��l��r� ���es to th� E/.

Th� r�st o� th�s p�p�r �s �s �ollo�s. S�ct�oe 2 pr�s�ets � r����� o� th� r�l���et l�t�r�tur�.

S�ct�oe , d�scuss�s th� ��thodolo�a. S�ct�oe 
 �
���e�s th� r�sults� �h�lst s�ct�oe 5 cr�t�c�lla

���lu�t�s th� o��r�ll p�r�or��ec� o� th� M�l�t+ �od�l.

46 Li789:7;98 R8vi8<

Focus�e� oe th� �e�las�s o� r�� ��lm quot� ��ol�t�oe� th�r� �r� � eu���r o� =>?@nB= �od�ll�e�

�ss�ss��ets us�e� �oth p�rt��l �qu�l��r�u� (�E	 �ed ��e�r�l �qu�l��r�u� (CGE	 �od�ls. D�rto��

�t �l. (200H	 ��ploa th� AGMEMOJ �E �od�l� �h�lst W�t+m� �ed Toe�e� (200H�	 us� th�

CA�SIM �E �od�l. W�th � co�pr�h�es��� d�s���r���t�oe o� ��r�cultur�l �ed �ood �ct���t��s�

�oth �od�ls pro��d� coes�d�r��l� d�t��l o� d��ra �ct���t��s �or �ll E/ MS� �lthou�h th� co��r���
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o� non-E� r�g�ons and �ntra- and �etra-E� trad� �lo�s �s styl�i�d (���� n�t trad� only)�

S�bs�q��nt st�d��s by W�tik� �t al� (2009b) and K��p�n �t al� (20��) �s� th� CAP	
 PE �od�l,

�h��h has a s�p�r�or tr�at��nt o� trad� o��r �any oth�r PE r�pr�s�ntat�ons as �t �epl���tly

�od�ls gross b�lat�ral trad� �lo�s ��ploy�ng an Ar��ngton tr�at��nt (s�� s��t�on 3��)�

Bo�a�ra-M��h��a�h� �t al� (2002) d���lop�d a sp���al�i�d E� da�ry �nd�stry spat�al

�q��l�br��� �od�l (E

M), ��th a h�ghly d�ta�l�d r�pr�s�ntat�on o� th� ��rt��al �ha�n�

S�bs�q��nt �ork on q�ota abol�t�on (Bo�a�ra-M��h��a�h� �t al�, 200�) �et�nds th� �od�l to

�apt�r� �nt�rnat�onal trad� b�t���n th� E� and �ts �amor partn�rs (O��an�a and �o�r n�t

��port�ng r�g�ons), �a�o�r�ng a tr�at��nt o� h�ghly d�saggr�gat�d ho�og�n�o�s prod��t s�b-

�at�gor��s o��r an Ar��ngton approa�h�


n all �o�r st�d��s, th� r�s�lts ar� �ons�st�nt� Co�par�ng ��th a bas�l�n� (no-q�ota abol�t�on),

ra� ��lk o�tp�t r�s�s by b�t���n 3� (CAPS
M), �� (A�MEMO
 and CAP	
) and 5� (E

M),

�h�lst th� a��rag� E� �ark�t pr��� �or ��lk �alls by �� (CAPS
M), �� (A�MEMO
), �0� (CAP	
)

and �3� (E

M) ��th th� lost �ap�tal�iat�on o� r�nts �ro� q�ota �l���nat�on� 
o�nstr�a� da�ry

a�t���t��s �eh�b�t s���lar tr�nds�

Sor�garol� �t al� (20��) obs�r�� that �h�lst �ark�t �od�l st�d��s (part���larly thos� ��th a

E�rop�an �o��s) �apt�r� ��ll th� s��toral d�ta�l and agr���lt�ral pol��y r�g���s, th� rol� o�

�ark�t po��r r��a�ns larg�ly n�gl��t�d� Th�s, b��ld�ng on th� E

M �od�l, Sor�garol� �t al�,

(20��) �ea��n� ��p�r���t �o�p�t�t�on �n th� 
tal�an da�ry �nd�stry� Th� a�thors �st��at�

�onm��t�ral �last���ty �ark�t po��r para��t�rs �h��h ar� th�n �n�orporat�d �nto th� �od�l

�q�at�ons �or ���� da�ry a�t���t��s� As �ep��t�d, th� patt�rn o� pr���s and q�ant�t��s �n ra� ��lk

and da�ry ar� �ons�st�nt ��th pr�or st�d��s� Co�par�ng ��th 2005 l���ls, th� a�thors �on�l�d�

that r�lat��� to ��p�r���t �o�p�t�t�on, p�r���tly �o�p�t�t��� 
tal�an ra� ��lk pr���s �all �or�,

�h�lst prod��t�on r�s�s sl�ghtly l�ss�

������ ��� ������� ����� �!"�#$ � %�#&�� '*+ !#��� .# ��!/��.� �� �&#��.�#� #1 .6� +78�

�eport r���nds and th� r��o�al o� th� tar��� rat� q�ota r�g��� �or da�ry prod��ts� 
n�orporat�ng

a no��l �od�ll�ng tr�at��nt o� th� q�ota r�nt, L�ps and 	��d�r (2005) �s� a global C�E �od�l

to �ea��n� q�ota and da�ry �eport r���nd �l���nat�on ��th asso��at�d �o�p�nsatory �o�pl�d
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pa����ts to �m�� produc�rs� D�spmt� dmii�r��t bas� ��ars a�d sm�u�atmo� d�sme�, th� r�port�d

rms� m� E� �m�� output (�%) ms co�parab�� wmth that iou�d m� PE studm�s, thoueh th� �ae�mtud�

oi th� �ar��t prmc� ia�� ior �m�� ms at th� upp�r ��d oi th� sp�ctru� (		%)�

To su��arms�, wmth o�� �
c�ptmo�, �od���m�e tr�at���ts t�pmca��� assu�� p�ri�ct��

co�p�tmtm�� co�sta�t r�tur�s to sca�� t�ch�o�oem�s� Mor�o��r, th�r� ms a c��ar co�s��sus that

E� �m�� a�d damr� productmo� ms �
p�ct�d to �
pa�d u�d�r quota abo�mtmo�� I�porta�t��, a��

studm�s co�cur that th� ��asur� oi r��atm�� co�p�tmtm����ss, dmctat�d b� th� assu��d sm�� oi

th� quota r��t, ms ��� to d�t�r�m�m�e th� spr�ad oi supp�� r�spo�s�s across M
�

3� �����������

3�� ����� F�������k

E�p�o�m�e ���  -!�"#$�&'  *+�#. / "0102�+�046 1#7"�1#7*8# 94+87*0+# 90.16, ��oc�assmca�

CGE �od��s ��u��rat� th� th�or�tmca� t���ts oi co�stram��d optm�m�atmo� (m���, cost-

�m�m�m�atmo�, utm�mt�-�a
m�m�atmo�)� ��d�r co�dmtmo�s oi co�smst��t aeer�eatmo� a�d w�a�

s�parabm�mt�, optm�m�atmo� ms co�part���ta�m��d *+70 �+�676' to add i��
mbm�mt� to d�cmsmo�-�a�m�e

b�ha�mour b� ae��ts (m���, co�su��rs, produc�rs, m���stors)� Th�s� b�ha�moura� �quatmo�s ar�

ca�mbrat�d to th� u�d�r��m�e m�put-output data to r�cr�at� th� b��ch�ar� ��ar u�d�r

co�smd�ratmo�� Addmtmo�a� �ar��t c��arm�e a�d accou�tm�e �quatmo�s ��iorc� a� �qum�mbrmu� m�

a�� �ar��ts� Wmthm� a �od�� charact�rm��d !/ �1' $#.*#! �6 #+& �+' �:4#7*0+6 ;1 < +=> ��-�'

�armab��s ar� �
oe��046 ;�10&� 8 064.�'= to ��sur� a �ath��atmca� so�utmo�? @ �+�08 #66*8# '

c�osur� ru�� ior �ach �co�o�� ��sur�s that cha�e�s m� th� ba�a�c� oi pa����ts su� to ��ro�

Th� curr��t stud� ��p�o�s th� Modu�ar Aermcu�tura� G�B�ra� Equm�mbrmu� Too� (MAGBET --

Wo�tj�r a�d Kump�r, 	HJL) ca�mbrat�d to ��rsmo� N (	HHO b��ch�ar� ��ar) oi th� G�oba� Trad�

A�a��sms Proj�ct (GTAP) databas� (Bara�a�a� �t a��, 	HJ	), co��rm�e QO s�ctors, JLH r�emo�s a�d

im�� prm�ar� iactors� Wmth th� iocus o� aerm-iood �ar��ts, th� MAGBET aermcu�tura� �arma�t m�

Rou�a�e�r a�d Phm�mppmdms (	HJQ) ms ��p�o��d�

Gross bm�at�ra� trad� d��a�ds io��ow Ar�m�eto� (JNSN) wh�r� b4/�.6 *+ *1U0.7 .�2*0+ �6'

�
oe��ous�� dmii�r��tmat� do��stmc a�d m�port�d �arm�tm�s oi th� sa�� eood b� a CE
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������������ ��	���
��� �d
. The pr��e o� one un�i o� ihe Ar��ngion aggregaie o� goo� � (�A�) ��

g��en by�

� �
1

1 1 11
i i i
dm dm dm

i i i i i
PA PD PM

� � �� �� � �� � ! " # !$ %              [1] 

where &' �� ihe �hare o� �o�e�i��a**y-pro�u�e� � �n a �ouniry+reg�on,� u�e o� � an� �P� an� �/�

are ihe un�i pr��e� o� ihe �o�e�i�� goo� an� ihe �o�po��ie ��pori goo�0 re�pe�i��e*y. I�pori�

are �uriher ���aggregaie� by �ouniry+reg�on0 �o ihe ��pori pr��e �n�e1 23' �� a CE4 aggregaie o�

��pori� �ro� ����ereni reg�on�. In ihe �C �o�e* �ar�ani0 �ub�i�iui�on e*a�i���i�e� are ia5en �ro�

ihe GTA�9 �aia�ei (7arayanan ei a*.0 8:;8).

<=> ?m@BDfBcF cHm@BFtFtHJ

To beiier un�er�ian� ���ue� o� �iru�iura* �hange0 pro�u�i ���er��iy an� e1pori �o�pei�i��ene��0

ih�� �iu�y e1ien�� ihe /AG7ET �o�e* io �n�*u�e IC beha��our. In ihe IC �o�e* �ar�ani0 on*y

KL�M���N�	OQ L	�N� a�i���iy �� �hara�ier�Re� by heierogeneou� ��r�� pro�u��ng ����ereni�aie�

pro�u�i� un�er �on��i�on� o� �n�u�iry-w��e �n�rea��ng reiurn� io ��a*e.S Un�er ihe ira��i�ona*

K��V�-o�-V	N����Q �onopo*��i�� �o�pei�i�on �o�e* (4pen�e ;9WXY P�1�i an� 4i�g*�iR0 ;9WWY

Zrug�an0 ;9W9)0 �on�u�er ui�*�iy a�ro�� a �oni�nuu� o� �a�ry �ar�ei�e� o� � �n reg�on s ([�\]) �� a

CE4 aggregaie o� a�a�*ab*e �a�ry �ar�ei�e� �our�e� �ro� a** reg�on� ^�

11

,,,,,
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`
j

k

l
l
q

v
x z

i

i

i

i

r

srisrisi QNQ

{
{

{
{

               [2] 

where 7�\|\] �� ihe nu�ber o� �ar�ei�e� or ��r�� �n ihe �a�ry �n�u�iry �n e1pori�ng reg�on ^ �e**�ng

�nio ��pori�ng reg�on s0 an�
sriQ

,,

~
�� ouipui o� ihe a�erage �a�ry ��r� �our�e� �ro� ^.

/a1���R�ng }8~ �ub�e�i io a bu�gei �on�ira�ni0 ihe aggregaie �e�an� �or ihe a�erage �ar�eiy o�

� �n s �ro� reg�on ^ ���

� ���� � ����� �� ��� �������� ������ ����� �� ��� ����� ��������� � ������ �� ��������� ���������� ��� ����������
���� ������� ����� ����� ��� ���������� ������� �� ����������� ������ ������������ ����� ������� ���� �����������
������ ���� ���������� ������ ��� ��� ��� �� ��������� ������� ������ �������������� ��������� �� �������� ���
����� �������� ���� ��� ���������� ����� �������� �� ������������� ���� � �������� ���¡�� ����������
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*

,,,, srisri �� � m�� o������ in m��r�� s. Mo�� fo�m����	 if 1 - G
��
,�,�) i� �h� ��o�o��ion of fi�m�

�h�� ��� �a�i�� in m��r�� s	 i� a�n b� �ho�n �h��:

� � ia

sririsri NN
�

� *

,,,,,
�                 [9]

In ����m����i�ing �h� M��i�� mo���	 �h� ��o a��ai�� ����m����� ��� (i) �h� �����iai�� of

��b��i���ion in �h� A�ming�on f�na�ion b�����n aom���ing ���i��i�� �o��a�� f�om � (�
) �n� (ii)

�h� �h��� ����m���� (�
). To �n���� �h�� a��ib����� in������ fi��� ao��� f�om �h� m��r-��

�������ion �o no� ��a��� ����� ����� ao��� in �h� ��i�� ��a�o� in �n� of �h� ��gion�	 �� ahoo��

� ��i�� A�ming�on �����iai�� of 4.� (�i�-à-�i� � ����� of 7.� in �h� ���n����  TAP ����b���). To

���i�f� �h� �����ia�ion �h�� �
 > (�
 ! 1) (��� �q���ion [7])	 � �h��� ����m���� ����� of �.3 i�

�m��o���	 �hiah �i���� �h� ������ �h�� fi��� ����ing ao��� ("
,�,�.#
,�,�) ��� ����o�im����� fi��

���a�n� of �o��� ��i�� in������ fi��� ao���.2

$%$% D&t& &''*e'&t+/0 &0d 56e0&*+/ de5+'0

#�om �h�  TAP ����	 �h� ��a�o��� �gg��g��ion ����in� �������� ��� mi�r �n� ��i�� ��a�o��.

"hi�� �h� �������m ��� mi�r i� ������ mo������ �� ���f�a��� aom���i�i��	 �h� �o�n�����m

��i�� ��a�o� i� mo������ �� �i�h�� ���f�a��� aom���i�i�� o� im���f�a��� aom���i�i��. R�m�ining

8;<=?@BC@<8B 8?C=E=C=FH 8<F J8<8KBFL	 JNCOF< B=EFHCN?QLS �n� � non-��i�� aom�o�i�� foo� ��a�o�. Uon

�g�ifoo� �a�i�i�i�� ��� �gg��g���� in�o L<��o��a��L	 J��i�i�i��L	 Jm�n�f�a���ingL �n� J����ia��L. To

�������n� �h� VW	 r�� ��i�� n��-���o����� (X��gi�m	 U��h����n��	 #��na�	  ��m�n�) �n�

im�o����� (I����) ��� �i��gg��g����	 �i�h ��m�ining VW ��gion� �gg��g���� in�o � J<FHC NY Z\^_L

aom�o�i��. #o� non-VW ��gion�	 ��i�� n��-���o����� (A�g�n�in�	 A������i�	 U�� `����n�	

c�i������n�	 Wni��� c�����) �n� im�o����� (jhin�	 k���n	 M��iao	 R���i�) ��� i��n�ifi��	 �i�h

��m�ining ��gion� �gg��g���� in�o ��o ���i�ion�� aom�o�i�� ��gion�	 fo� � �o��� of 17 ��gion�.

To ��r� f��� ����n��g� of �h� ����i��� jAP ���m�n�� b����in� ���� in Xo���ng�� �n� Phi�i��i�i�

(lp1�)	 ����ion u lpp7  TAP ���� i� �m��o��� �� � �����ing �oin�. To a������ g�ob�� ����a�����

�����o�m�n�� o��� �h� �im� ho�i�on of o�� �����im�n�	 ���i�ion�� ���� m�a�o g�o��h	

v wxx yz{| }~x {���zx�x�}y�� ���|��y}�|� �|���x�}�



1�

pop���tio� ��d ���d prod�cti�ity shoc�s �ra co�po��dad o�ar thraa discrata ti�a pariods

(�		7-�	
3� �	
3-�	�	� �	�	-�	3	).�

As ida�ti
iad i� sactio� �, M� r�� �i�� q�ot� ra�ts �ra �� i�
��a�ti�� dri�ar o
 �oda� ras��ts. I�

tha b�sa�i�a, r�� �i�� q�ot� ra�ts �ra c��ibr�tad i�to tha G�AP d�t�sat �s o�tp�t t�� r�tas

b�sad o� CAPRI asti��tas 
or tha pariods �		7, �	
3 ��d �	�	 (�o q�ot� a�i�i��tio�).4 For tha

ya�r �	3	, tha q�ot� ra�t r�ta i� tha b�sa�i�a is �ss��ad to ba tha s��a �s tha �	�	 q�ot� ra�t

r�ta. �o si����ta q�ot� a�i�i��tio� i� tha �	
3-�	�	 pariod (tha �i�� q�ot� ��s a�i�i��tad i�

�	
2)� ��� ����� ����� �� ��� � ��� ��!� "# a�oea�o�s�y sat to zaro ��d ��i�t�i�ad �t zaro i�

tha �	�	-�	3	 pariod.

$% &'*+l/*

I� sactio�s 0.
 ��d 0.�, ��� ��r�ats �ra �ss��ad par
act�y co�patiti�a �ith sy��atric 
ir�s

prod�ci�e � ho�oea�ao�s eood, to a�p��i� tha ��r�at dri�ars 
ro� q�ot� �bo�itio�. �ha� i�

sactio�s 0.3 ��d 0.0, ras��ts 
ro� b�sa�i�a ��d q�ot� �bo�itio� a�pari�a�ts �ra prasa�tad

�ss��i�e tha d�iry sactor opar�tas ��dar co�ditio�s o
 IC. �i�ca tha 
irst pariod o
 tha b�sa�i�a

"# "!5���!5�!� �� 5"6��8�!� ��9":; #��:<# �!5 "# ��"=��"9; �=�9�;�5 �� � �5���� ��� 5���>�#��

tha ras��ts �ra prasa�tad 
ro� tha st�rti�e poi�t o
 �	
3.

$%? @BDE'* HnJ O+/K+/ LK'Bf'E/ ENmK'/D/DNnQ

�ha �a
t h��d sida o
 ��b�a 
 sho�s par
act�y co�patiti�a ch��eas i� �i�� ��d d�iry o�tp�t

�o���as ��d �o�i��� ��r�at pricas ra��ti�a to �	
3 o�ar tha si����tio� pariod. With ST r��

�i�� prod�ctio� ��dar q�ot�, tha b�sa�i�a ras��ts ra�a�� th�t tha q�ot� is bi�di�e 
or ��� ST M�

�cross tha thraa pariods. As � ras��t, ST�U do��stra�� d�iry prod�ctio� ��so ra��i�s st�tic,

risi�e to 
		.7 by �	3	. I� �o�-ST raeio�s (ras��ts �ot sho��), thara is co�ti��ad ero�th

co�p�rad �ith �	
3 prod�ctio� �o���as i� ���rea� d�iry �at a�portars s�ch �s Va� Za����d

(2�.	 poi�ts), ������ 5�"�; ��������#� (0�.	 poi�ts), A�str��i� (0	.2 poi�ts) ��d tha T�A (�2.�

poi�ts). I� tha b�sa�i�a, ST�U ��ar�ea r�� �i�� ��r�at pricas i�cra�sa 3
.X i�da� poi�ts by

Y [\]^_`] g`^jkuv wx ^_` {jv`ukx` k|}u`|`x^j^kwx j]` kx ^_` v\}}u`|`x^j]~ kx�w]|j^kwx gw�\|`x^�
� �`` ^_` v\}}u`|`x^j]~ gj^j gw�\|`x^
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2�3� (T�bl� � - �ppro������le ��	4
 co�pound gro��� p�r �nnu�m� T�us
 ���� �n E� �a�r�g�

r�� ��l� pr�c� �n 2��3 o� ����� ��� ����� (E�
 2���m
 ���s �s ��� ��u�a�l�n� o� � pr�c� r�s� �o

� !�� ��� ������ "#�$%��&'��) $%��� *+ � conco����n� pr�c� �r�ns��ss�on ����c� on d��re ��r���

pr�c�s o� ���. �nd�� po�n�s (�ppro������le ��	4
 co�pound gro��� p�r �nnu�m� In ��� non-E�

r�g�ons (r�sul�s no� s�o�nm
 r�� ��l� �nd d��re pr�c�s �r� ��ld do�n be �n��c�p���d �ncr��s�s �n

l�nd produc��a����s
 ��cro gro��� �nd �ndo���n� r�s�s� T��s� r�sul�s �r� cons�s��n� ����

o���r s�ud��s o� �gr�-�ood ��r���s (��g�
 ,�ldos �nd H�r��l
 2��4; OE�D-FAO
 2��.m�

/0567 8 h797

Turn�ng �o ��r��� pr�c� ��lls und�r �uo�� �bol���on (bo��o� l��� ��nd s�d� o� T�bl� �m
 be 2�3�


E�2: r�� ��l� pr�c�s ��ll 3<�� �nd�� po�n� co�p�r�d ���� ��� b�s�l�n� (or �o �=>�� ��� �����?�

S���l�rle
 d��re pr�c�s ��ll be ���< �nd�� po�n�s co�p�r�d ���� ��� b�s�l�n�� On � MS b�s�s
 ���

r��oa�l o� ��l� �uo��s �nd ��� �nsu�ng d�cr��s� �n r�� ��l� pr�c�s �r�nsl���s �n�o ��� l�rg�s�

d�cr��s� �n cos�s �nd ��r��� pr�c� �n ��� do�ns�r��� d��re s�c�ors �n ,�lg�u� (-�3�3m
 Fr�nc� (-

�4��m �nd ��� N����rl�nds (-�3�:m� T��s� �r� �lso ��� r�g�ons ���c� be 2�3� ����b�� ��� l�rg�s�

r�l���a� r�� ��l� ou�pu� aolu�� �ncr��s�s� For ��� E�2:
 r�l���a� r�� ��l� ou�pu� aolu�� r�s�s

be :�� po�n�s (�ppro������le ��4.
 �nnu�l co�pound gro���m� T�� ou�pu� aolu�� �r�nds �or

d��re �r� a�re s���l�r
 ���� ��� r�sul� ���� E�2: ou�pu� aolu�� r�s�s ��. po�n�s co�p�r�d ����

��� b�s�l�n� (�ppro������le ��43
 �nnu�l co�pound gro���m� I� �s �or�� no��ng ���� ���

Fr�nc� d��re s�c�or ��p�nds s�rongle ���l� ��� G�r��n d��re s�c�or do�s no� (s�� T�bl� �m


�a�n ��oug� ��� �uo�� r�n�s �n Fr�nc� �nd G�r��ne �r� s���l�r (s�� suppl���n��re

�n�or����on docu��n�m� T��s �pp�r�n�le coun��r-�n�u���a� r�sul� �s ��pl��n�d be ��r�� o���r

����ur�s o� ��� d���s�� �nd b�s�l�n�@ (�m d���nd dr�a�n c��ng�s �n b�s�l�n� popul���on gro���

(����n �ro� SSP2m �n Fr�nc� �s �4
 ���l� �� �s -��.
 �n G�r��ne
 (��m r�l���a� b�s�l�n�

produc��a��e gro��� �n r�� ��l� produc��on (�g��n ����n �ro� SSP2m �s s�rong�r �n Fr�nc� ���n �n

G�r��ne
 �nd (���m 2<�.
 o� Fr�nc� d��re ��por�s �r� d�s��n�d �or non-E� ��r���s
 ���ls� �n

G�r��ne ���s s��r� �s onle �4�3
� As �� �rgu� �n s�c��on 4�4
 ��� po��n���l co�p�����a� g��n �o

E� d��re ��r�s �s gr����r ��� l�rg�r ����r s��r� o� ��por�s �o non-E� ��r���s�

BCJ /90K7 LQ79f7RU RVWQ7UtUtVXY
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T�e le�� �a�d s�de o� Table 2 s�o�s ��e pe��e��ly �o	pe����
e ��a�ges �� ����a- a�d e���a-E�2


�eal da��y �	po��s a�d e�po��s�5 By 2�3�, ��e 
olu	e o� e���a-E�2
 da��y e�po��s ����eases 6��

��de� po���s �� ��e basel��e, 	o��
a�ed by e�po�� ��ses �o ��� ������ ����� ���������� ����� 

(23�� ��de� po���s!, due �o ��e FTA s�o�"s be��ee� ��e E� a�d Ko�ea, Pe�u, Colu	b�a a�d

Ca�ada� To o��e� e�po�� des���a��o�s, e���a-E� e�po��s �all be��ee� �3 a�d 2# ��de� po���s ��

��e basel��e (e��ep� A�ge����a a�d ��e �UA ��e�e �alls a�e ��g�e�!� A� ��e sa	e ��	e, ��e�e �s a

s��o�g ��se �� e���a-E� �	po��s (6��0 po���s!�$ I���a-E� ��ade, ����� �o�s���u�es ��e 	amo���y o�

E� da��y ��ade, ��ses by a 	odes� ��3 ��de� po���s by 2�3��

%&')* + h*r*

��de� quo�a abol���o�, ��e �o	pe����
e ga�� �o all �o�-E� e�po�� �ou�es ��o	 ��e d�op �� ��e

	�l" p���e ����eases agg�ega�e e���a-E� da��y e�po��s 3��. ��de� po���s by 2�3� �o	pa�ed �o

��e basel��e� T�e E�2
 be�o	es 	o�e sel�-su�����e�� �� da��y as e���a-E� da��y �	po��s ����ess

a �ela��
e �all o� 3
�� ��de� po���s by 2�3�� As d���e�e�� MU e�pe��e��e d���e�e�� supply

�espo�se e��e��s ��o	 quo�a abol���o�, ����a-E� ��ade �� 2�3� also ��ses by 6�/ ��de� po���s

�o	pa�ed ���� ��e basel��e� I� �e�	s o� ��e ��ade bala��es (le�� �a�d s�de o� Table 3!, by 2�3�

��e E�2
 ����eases ��s da��y ��ade su�plus by 47,2#0 	�ll�o� �o	pa�ed ���� ��e 2�3� basel��e�

T��s ����ease �� E� ��ade �o	pe����
e�ess �s a��o	pa��ed by de�e��o�a���g ��ade bala��es �� ��e

��ad���o�ally �o	pe����
e da��y e�po����g �eg�o�s, su�� as ��e ����ed U�a�es (-489: ��;;�� <= >�?

Zeala�d (-4@:8 ��;;�� <= DG����;�� H-4J9L ��;;�� < � � D��� �� � H-4NOO ��;;�� <Q

%&')* R h*r*

SVR W&X*)in* Yi[\*rf*c] c^[\*]i]i^n_

`��� ��e sa	e 	odel d��
e�s, ��e �epo��ed basel��e ��e�ds �� ��e �	pe��e��ly �o	pe����
e

	odel 
a��a�� a�e 
e�y s�	�la� �o ��ose d�s�ussed �� ��e pe��e��ly �o	pe����
e (PC! 	odel� j�

��e o��e� �a�d, ��e�e �s a �����ess o� de�a�l o� ��e s��u��u�e o� ��dus��y �os�s, pe� ���	 ou�pu�

k tvw xz{| z} ~�~���v�v�{� z~ ��� ���� �v�v�v}��
� ��� ��v��� }���{� �� xz~���{ ��v� ��� ����v��� ������ �v}� z} ��~}z���v�{� {v���� ��v~ ��� ����v��� zx���� �v}��
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(T�bl� 4)� d�a�� fa�i �nt��y�xat (T�bl� 5)� �nd �ndo��nous p�oducta�at� ch�n��s (T�bl� 6) whach

th� P� iod�l do�s not c�ptu��.

	
��e
 �, �, 
�� � �ere

As ant��n�l E� doi�stac d�i�nd condataons (ancoi� �l�stacata�s) ��� ��l�ta��l� io�� st�bl� th�n

th� io�� p�ac�-s�nsata�� pu�ch�san� d�casaons (t��d� �l�stacata�s) of fo��a�n aipo�t��s� ant��-E�

t��d� (�a�ht h�nd sad� of T�bl� 2) �nd ������ ������ ianaiui i��k�t p�oducta�at� th��sholds

(T�bl� 6� upp�� p�n�l) hold st��da��� whalst b� 2�3�� th� nuib�� of fa�is an th� E� d�a��

andust�� �as�s b� 5.3 and�x poants (T�bl� 5� upp�� p�n�l). Ex�ianan� th� d�a�� t��d� b�l�nc�

(�a�ht h�nd sad� of T�bl� 3)� th� E� t��d� su�plus �as�s to  !"#!$ %&''&�* an 2�3� (coip���d wath

 !"+++ %&''&�* &* ��� /��0�7� 7��/��&�&�* %�8�'&*�9" E�2: d�a�� p�oductaon �as�s b� onl� �.3

poants b� 2�3� (�a�ht h�nd sad� of T�bl� ;)� whalst th� 5.3 poant p�olaf���taon an th� nuib�� of

E� d�a�� fa�is i�ntaon�d p���aousl� aipla�s th�t th� sc�l� of p�� fa�i output f�lls b� fa�� poants

(T�bl� 4). Fa�is io�� b�ck up th�a� ������� cost cu���s wath �ssoca�t�d anc���s�s an �������

fax�d costs p�� fa�i� consast�nt wath th� b�s�lan� anc���s�s an d�a�� i��k�t p�ac�sy������� costs

p��s�nt�d an T�bl� ; (�a�ht h�nd sad�).

As wath th� P� iod�l b�s�lan�� E� d�a�� p�n�t��taon an non-E� i��k�ts f�lls �����wh��� �xc�pt

0�� ��� ������ <�&�= &�/�����8� ��>&�* ?�a�ht h�nd sad� of T�bl� 2). Wath thas loss of i��k�t

�cc�ss an i�n� non-E� ���aons (f�llan� Q@BCBD an �Gu�taon :)� b� 2�3� th��� ��� �as�s an th��shold

p�oducta�ata�s fo� th� ������� E� fa�is op���tan� an fo��a�n i��k�ts (T�bl� 6� low�� p�n�l)�

whach as consast�nt wath � d�c���s� an th� nuib�� of E� d�a�� fa�is op���tan� an thos� s�i�

non-E� i��k�ts (s�� T�bl� 5� low�� p�n�l).

In �ddataon to th� �t��dataon�l� t��is of t��d�� �lloc�ta�� �ffaca�nc�� t�chnac�l ch�n���

�ndowi�nt �nd popul�taon ��owth d�coiposataon of �Gua��l�nt ���a�taon (EH) (s�� Juff �nd

J��t�l� 2��;)� th� M�latz iod�l ant�oduc�s �ddataon�l sou�c�s of w�lf���� owan� to th� �xast�nc�

of �ndo��nous ch�n��s an ianaiui p�oducta�at� th��sholds� fax�d t��dan� cost �ff�cts ��sultan�

f�oi �ndo��nous ch�n��s an th� nuib�� of fa�is b� s�l�s �out�� output p�� fa�i sc�l� �ff�cts�

�nd ���a�t� �ff�cts f�oi fa�iy���a�t�l ch�n��s an doi�stac �nd fo��a�n i��k�ts (s�� T�bl� K).

�nd�� �ssui�d condataons of sust�an�d �conoiac ��owth� E� EH �as�s b�tw��n 2�;3-2�3�
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(���r�xi��te�� �� index ��into in �er c��it� uti�it� � n�t os�	n)
 A v�riet� e��ect g�in (�
,9��

�i��i�n) �rioeo �r�� gre�ter v�riet�� d�ir� cs�ice t� E� c�nou�ero in tse ������ �������

��ts�ugs tsio io ��rge�� ���oet b� neg�tive oc��e e��ecto (-�
,3�3 �i��i�n) �o d�ir� �ir�o ��ve u�

tseir �ver�ge c�ot curve
 Tse gener�� rioe in �r�ductivit� tsreos��do b� E� �ir�o ��er�ting in

������ ��� ������ �� ������!  �������! �� "#  ��� �� �
$$ ��%%��� &��� !��'�*� '��%!� ��� o����

re�� inc��e incre�oe �oo�ci�ted 	its cs�ngeo in �ixed tr�ding c�oto �rioeo bec�uoe �� � o�igst

rioe in tse (	eigsted) �r���rti�n �� ��tenti�� �ir�o ts�t ��� oetu� c�oto t� ��er�te in di��erent

��rketo
7
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Tsere io � ���� in tse E�@B �ver�ge r�	 �i�k �rice �� @9
� ��into c����red 	its tse b�oe�ine

(T�b�e �), 	sics in �bo��ute �rice ter�o io equiv��ent t� � �rice ���� �r�� �CCDF G�� HII� ��


IJI �� �JHD$ G�� HIIkg
 Kurtser��re, �ver�ge v�ri�b�e c�oto in tse d�ir� induotr� ���� b� �L
9

��into c����red 	its tse b�oe�ine (T�b�e �), 	si�ot tse ��tcsing ���� in d�ir� ��rket �riceo

i���ieo ts�t �ir�o �re ��ving d�	n tseir �ver�ge c�ot curveo
 Ao � reou�t, b� @L3L tse oc��e ��

E�@B �ir� �ut�ut incre�oeo b� ��
B ��into �ver tse b�oe�ine (T�b�e �), 	si�ot tse o��	er

c�rreo��nding rioe in E�@B d�ir� induotr� �ut�ut (9
L index ��into - T�b�e �) i���ieo �

�!�����M�� �� ��� ����N !�O��� �o tse �ggreg�te nu�ber �� E� �ir�o ����o @
9 ��into c����red

	its tse b�oe�ine (T�b�e P, u��er ��ne�)


Rntereoting��, ��ts�ugs tsere �re n�	 �e	er �ir�oSv�rietieo in tse E�@B d�ir� induotr� c����red

	its tse b�oe�ine, � �r���rti�n���� ��rger os�re �� re��ining incu�bento io ex��rt-�riented (oee

T�b�e P, ��	er ��ne�) ���ng ��� extr�-E� ex��rt r�uteo
 Tsio gener�teo �n �dditi�n�� i��etuo �n

de��nd, 	its tse reou�t ts�t v�riet�-��ving d�ir� c�nou�ero n�	 �urcs�oe ��re E� �r�ducto

ts�n in tse UV ��de�
 Ex��ining tse rigst oide �� T�b�e @, b� @L3L, extr�-E� ex��rto incre�oe

�3
P index ��into c����red 	its tse b�oe�ine (c����red 	its 3L
� index ��into in tse UV

W XYZ [\]]Z^Z_`Z jZwyZZ_ z{wZ_w\|} ]\^~� |_[ ]\^~� wY|w {zZ^|wZ \� �{�Z^_Z[ j� wYZ �Y|zZ z|^|~ZwZ^ |_[ wYZ

~\_\~�~ z^{[�`w\�\w� wY^Z�Y{}[ j� �|}Z� ^{�wZ�
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e��e�i�ent)� whi��t int�a-E� t�a	e �i�e� by a���r�i�ate�y the �a�e �a
nitu	e a� in the P�

e��e�i�ent.

�
� ���� �
��� �� ������ 	ai�y e��r�t� (by c.i.f. va�ue�) �i�e� f�r� 28.�% in the ba�e�ine

(cr��a�e	 tr 2�.�% in the P� e��e�i�ent)� tr 35.3% with qurta abr�itirn (cr��a�e	 tr 36.8%

in the P� e��e�i�ent). E�t�a-E� 	ai�y i��r�t� fa�� by 43.3 in	e� �rint� by 2�3� cr��a�e	 with

the ba�e�ine (�ab�e 2)� cau�in
 the E��� �ha�e rf 
�rba� 	ai�y i��r�t� tr fa�� f�r� 4.8% in the

ba�e�ine (cr��a�e	 tr 5.5% in the P� e��e�i�ent) tr 3.4% un	e� qurta abr�itirn (cr��a�e	 tr

4.�% in the P� e��e�i�ent). E�a�inin
 the 	ai�y t�a	e ba�ance fi
u�e� (�i
ht han	 �i	e rf �ab�e

3� �! "#$# &
� �� ��'���&�� � �*�+�*� �� ,/$�328 �0��0�' �' 07+��9�7�'& �� ,:��38 �i��irn

;�7+���< =0&
 &
� �����0'� >;�7+���< =0&
 ,$�25� �i��irn in the P� e��e�i�ent).

With �i�u�taneru� qurta �e�rva� in a�� E� �e
irn�� the hr�e �a�?et �ini�u� ��r	uctivity

th�e�hr�	 chan
e� a�e ve�y �i�i�a� tr the ba�e�ine. On the rthe� han	� in nrn-E� 	e�tinatirn

�a�?et� whe�e nr qurta e�i�t� an	 whe�e i��r�t 	e�an	� a�e �r�e ��ice e�a�tic� the �rtentia�

cr��etitive 
ain tr E� 	ai�y fi��� i� 
�eate�. A� a �e�u�t� thi� t�an��ate� intr a �e	uctirn in

�ini�u� ��r	uctivitie� (�ab�e 6� �rwe� �ane�) by e��r�t �rute�� crn�i�tent with the

rb�e�vatirn rf 
�eate� e�t�a-E� e��r�t r�ientatirn by E�28 	ai�y fi���.

Fina��y� the E�28 we�fa�e 
ain f�r� qurta abr�itirn inc�ea�e� ���7 ,/��23 �i��irn in the P�

e��e�i�ent (nrt �hrwn� &� ,@�38� �i��irn in the i��e�fect�y cr��etitive e��e�i�ent (�ab�e �).

�hi� 	iffe�ence i� e���aine	 �a�
e�y by the a		itirna� �ca�e an	 va�iety effect�. Whi�e the�e i� a

�e	uctirn in E� crn�u�e� chrice fr� 	ai�y ��r	uct� which cr�t� the E�28 ecrnr�y -,/�825

�i��irn cr��a�e	 with the ba�e�ine� the crn�r�i	atirn rf the E�28 	ai�y in	u�t�y intr fewe�

�a�
e� fi��� 
ene�ate� a �ca�e effect 
ain rf ,@�236 �i��irn cr��a�e	 with the ba�e�ine. �hi� i�

crn�i�tent with �e�u�t� in Di�rn BC GlH (2��6). With a �a�
e� ��r�r�tirn rf �rtentia� E� fi���

r�e�atin
� the�e i� an a		itirna� =������ ��0' �� ,$@I 70��0�' ;�7+���< =0&
 &
� �����0'�J

KL MNsQRssNoS TSd UoSQVRsNoSs

E�a�inin
 E� 	ai�y �ectr� e��r�t �e�fr��ance� cr��rn�y a��u�e	 �e�fect�y cr��etitive

�t�uctu�e� cannrt ca�tu�e the i��r�tance rf eithe� en	r
enru� va�ieta� ��efe�ence �atte�n� r�
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i�dustri�� structur�� ch��g� (i���e sc��� ����ctse �ir� ��it/��tr	
 ���tur�s� Th� �ir� h�t�rog���it	

��t��sio� (M��itze 2��0
 ��rich�s th� ����	sise si�c� it o���rs i�sight o� th� proportio� o�

�
���-������� �ir�s which t�a� th� ��port-ori��t�d st�p o� ��g�gi�g i� tr�d� b	 sp�ci�ic

bi��t�r�� s���s d�sti��tio�s� Furth�r�or�e with its co�p��t� ��cro-�co�o�ic ��d g�ob�� tr�d�

co��r�g� coup��d with its i�t�r���is�tio� o� �co�o�	-wid� structur�� ch��g�e th� CG� �od��

pro�id�s � co�p��t� �r���wora �or �ss�ssi�g �E tr�d� co�p�titi����ss�

E�d�r �E �i�a quot� �bo�itio�e th� p�r��ct�	 co�p�titi�� (PC
 �od�� r�ports p�r ���u�

co�pou�d �i�a output growth o� �ppro�i��t��	 ���% p�r ���u� (s�ight�	 b��ow th� ���%

r�port�d i� th� �������� �����  ���� ������ ���!��� (�Ce 2�"�

e whi�st d�ir	 pric� ����s �r� �

�itt�� stro�g�r th�� pr��ious studi�s� This ��	 b� �ttribut�d to CG� �od�� �ssu�ptio�s o� ��ctor

��ra�t rigiditi�s i� th� upstr��� �i�a s�ctor or structur�� di���r��c�s b�tw��� P� ��d CG�

r�pr�s��t�tio�s o� (dow�str���
 d�ir	 i�dustr	 cost sh�r�s� Our PC �od�� ��ri��t pr�dicts ��

�E g�ob�� d�ir	 tr�d� sh�r� o� 03% b	 2�0� whiche d�spit� th� �i�� 	��r ti�� g�p co�p�r�d

with th� �C#s (2�"�
 corr�spo�di�g tr�d� sh�r� st�tistic o� 2�% b	 2�2�e is p�rh�ps opti�istic�

This di��rg��c� is co�ditio��d b	 di���r��c�s i� th� r�pr�s��t�tio� o� th� quot� ��d structur��

di���r��c�s i� both th� �od�� b�h��iour�� �qu�tio�s o� tr�d� ��d u�d�r�	i�g g�ob�� tr�d�

d�t�s�ts� Mor�o��re �ccordi�g to o��ici�� d�t� (�urost�te 2�"6�
 th� �E d�ir	 tr�d� surp�us h�s

�� ��  ���$�!& '��� )*+,.4 ��!!��� �� 5778 �� )9+.*: ��!!��� �� 57"�e sugg�sti�g th�t our PC

�;�������� � ������ �' ):2e06� �i��io� b	 2�0� (T�b�� 0
 is p��usib���

S�co�d�	e w� �i�d th�t PC ��d i�p�r��ct co�p�titio� (<C
 �od�� ��ri��ts ��hibit bro�d�	 si�i��r

pric�e output ��d bi��t�r�� tr�d� tr��ds� This r�su�t is support�d b	 Sor�g�ro�i �t ��� (2�""
 who

r�port th�t d��i�tio�s b�tw��� th�ir two �od�� ��ri��ts o� th� <t��i�� d�ir	 s�ctor ����r

��c��d "�%� Furth�r�or�e �s with th�ir stud	e w� ��so obs�r�� th�t �or �ost �E r�gio�se

��ra�t pow�r r�duc�s th� d�gr�� o� dir�ct pric� tr��s�issio� such th�t r�w �i�a pric� ����s

u�d�r quot� �bo�itio� �r� stro�g�r i� th� PC �od�� ��ri��t� Whi�st th� di���r��c� ��	 �ot b�

��rg�e Sor�g�ro�i �t ��� (2�""
 �ot� th�t ���� s���� pric� di���r��c�s ��	 h��� i�port��t ����cts

o� ��r��rs op�r�ti�g �t th� ��rgi�� This is p�rticu��r�	 p�rti���t �t � ti�� wh�� �E d�ir	

��r��rs �r�  ���==!��= >��
 !�> ��!� ���?� + ��������= � ),*7 ��!!��� ��$ ��?��=� '��� �
�
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E�r�pe�n C�oom��m�n mn e��h�nge f�r v���nt�r� �h�rt-tero om�	 pr�d��tm�n ��t� (E�r��tmv,

2
��)


Thmrd��, the IC b�r�oeter� �f ����e �nd fmro entr�/e�mt �hed f�rther �mght �n the vm�bm�mt� �f o�n�

d�mr� b��mne��e�� ���� ��� ����������� ���� � ���������� �� ��� � !��"# ��!���"# ���$! ����" ��

pr�d��tm�n m� ��n�entr�ted mnt� fe%er ��rger ����e fmro�
 E��omnmng E�r��t�t (2
��b) d�t� �n

the �tr��t�re �f the d�mr� mnd��tr� b� ��tmvmt� �nd E& M', there m� eopmrm��� evmden�e t� ��pp�rt

thm� fmndmng
 C�op�rmng 2

� (��te�t �e�r prm�r t� the Mmd-Tero Revme% om�	 q��t� mn�re��e�)

�nd 2
�* (��te�t �v�m��b�e �e�r), the n�ober �f d�mr� fmro� ��r��� ��� ��tmvmtme� h�� f���en mn

Gero�n�, It���, the re�t �f the E&28 (e��ept �hee�e) �nd the E&28 �ggreg�te
 M�re�ver, mn

Be�gm�o �nd the Nether��nd� %here fmro n�ober� �re e�pe�ted t� rm�e, thm� h�� mndeed been

the ���e f�r fre�h d�mr� pr�d��t�, b�tter (Nether��nd� �n��) �nd the 	e� e�p�rt pr�d��t,

�hee�e
+

F��rth��, � 	e� �trength �f the Me�mtz repre�ent�tm�n m� the e�p�m�mt r��e �f pr�d��t v�rmet� �n

e�p�rt ��opetmtmvene��
 '���e��mve �nn��� rep�rt� b� F��dDrmn	E�r�pe (2
��) �h�% the E&

d�mr� mnd��tr� m� ��n�m�tent�� �o�ng�t the hmghe�t mn tero� �f re�e�r�h �nd deve��poent

e�pendmt�re, %hm�h ����rdmng t� T��	en .0 al3 (2

9), m� prmn�mp���� mn pr�d��t mnn�v�tm�n
 Wmth

�pe�m��m�t d�mr� pr�d��t� t�rgeted �t 	e� f�remgn o�r	et�, mt m� entmre�� ��n�m�tent %mth ��r re���t

th�t PC o�de�� (�nd b� e�ten�m�n IC o�de�� %mth n� e�p�m�mt pr�d��t v�rmet� �tm�mt� effe�t�)

�nder�t�te the p�tentm�� E& d�mr� tr�de g�mn� �rm�mng fr�o the deo�nd f�r ne% pr�d��t

v�rmetme�
 M�re�ver, mt ���� �tr�ng�� o�tmv�te� ��r fmndmng th�t � ��rger �h�re �f reo�mnmng E&

d�mr� fmro� %m�� eng�ge mn thmrd ���ntr� e�p�rt�


In tero� �f f�t�re re�e�r�h, f�rther deve��poent �f 'pe�r�t�� (2
��) e��n�oetrm� e�tmo�tm�n �f

the �h�pe p�r�oeter �f the P�ret� dm�trmb�tm�n �f heter�gene��� fmro� ����d be e�tended t�

regm�n� �� %e�� �� mnd��trme�
 On the �ther h�nd, re�ent tr�de re�e�r�h (4e�d et ��
, 2
�56

Fre�nd �nd Pmer���, 2
�*) even ��gge�t� the e�p��r�tm�n �f ��tern�tmve dm�trmb�tm�n�, �rg�mng

th�t P�ret� o�� be �n mn�deq��te fmt t� re�� %�r�d b��mne�� d�t�, p�rtm����r�� mn ���e� %here �

7 A::;<=i>? @; Hu<;s@J@ =J@JK LQ@SQQ> UVXYVZ ;[ =Ji<\ Q>@Q<]<isQs i> ^Q_?iu` J<Q Q>?J?Q= i> :cQQsQ J>= [<Qsc

=Ji<\ ]<;=u:@sK Sci_s@ LQ@SQQ> UVXYVZ ;[ ju@:c =Ji<\ [i<`s ]J<@i:i]J@Q i> [<Qsc =Ji<\K Lu@@Q< J>= :cQQsQ

]<;=u:@i;>k
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l���� num��� of fi�m� �aaount fo� � �m�ll p�opo�tion of ��l��. By a�o�� ��f���nain� d�t� on E�

d�i�y �epo�t� with E� d�i�y indu�t�y �t�uatu��,9 fo� th� m�in E� �epo�t� of ah���� �nd

powd���d d�i�y p�oduat� (4�% �nd 	
% of E� d�i�y �epo�t ����nu��, ���p�ati��ly), th� fi�m �is�

di�t�i�ution in �oth indu�t�i�� i� ��o�dly unifo�m �a�o�� �is� a�t��o�i��. On th� oth�� h�nd, fo�

f���h d�i�y p�oduat� �nd �utt��, with mo�� a���� of � ���w�d di�t�i�ution tow��d �m�ll�� fi�m�

in th� m�in E� �epo�tin� aount�i��, ��id�na� �uppo�tin� th� u�� of th� P���to di�t�i�ution i�

mo�� aont�ntiou�.

6
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7� Tables

Table 1: Change  n E� �aw m lk and da �y ma�kets (�013=100)

Pe��e�t �om�et t on Im�e��e�t �om�et t on

O�t��t vol�me

Basel ne Q�ota el m�

vs�basel ne

Basel ne Q�ota el m�

vs�basel ne

Raw M lk �0�0 �030 �030 �0�0 �030 �030

	
��i
� ���.� ���.� �5.� ���.� ���.� �9.2

F���c
 ���.� ���.� ��.� ���.� ���.� ��.�

G
����� ���.� ���.� �.� 99.9 99.� �.�

����� ���.� ���.� 5.5 ���.� ���.� �.�

N
��
������ ���.� ���.� ��.� ���.� ���.� 22.�

�
�� �f �!28 ���.� ���.� 5.9 ���.� ���.� 5.9

�!28 ���.� ���.� 8.� ���.� 99.9 8.9

Da �y �0�0 �030 �030 �0�0 �030 �030

	
��i
� 99.2 98.� �8.� 99.� 9�.5 2�.2

F���c
 99.8 99.� ��.8 99.9 99.2 ��.�

G
����� ���.� ���.8 2.8 ���.� ���.2 �.�

����� ���.� ���.2 5.� ���.2 ���.2 �.2

N
��
������ ���.2 ���.� ��.� ���.� ���.� 25.�

�
�� �f �!28 ���.5 ���.5 �.� ���.5 ���.9 5.�

�!28 ���.� ���.� �.5 ���.� ���.� 9.�

Pe��e�t �om�et t on Im�e��e�t �om�et t on

Ma�ket �� �es Basel ne Q�ota el m�

vs�basel ne

Basel ne Q�ota el m�

vs�basel ne

Raw M lk �0�0 �030 �030 �0�0 �030 �030

	
��i
� ���.2 �55.� -�8.� ��5.� ���.8 -5�.2

F���c
 ��9.� ���.8 -�9.� ���.� �25.� -��.�

G
����� ���.� ��8.� -2�.� ��2.5 ���.� -�8.5

����� ���.� �29.� -��.� ��5.� �2�.� -��.�

N
��
������ ���.� �2�.� -��.� ���.� ��5.8 -2�.�

�
�� �f �!28 ��8.8 ��9.9 -�5.� ���.� �2�.5 -�2.8

�!28 ���.� ���.9 -�9.� ��5.� �22.� -29.�

Da �y �0�0 �030 �030 �0�0 �030 �030

	
��i
� ��2.8 ��2.� -��.� ��2.� ���.� -��.�

F���c
 ���.8 ���.2 -��.� ���.� ��2.� -��.5

G
����� ���.8 ��9.� -9.2 ���.� ���.8 -9.�

����� ���.2 ���.5 -9.8 ��2.5 ��9.5 -9.8

N
��
������ ��2.5 ���.8 -��.8 ��2.� ��9.5 -�5.2

�
�� �f �!28 ��2.� ���.� -9.9 ���.9 ��9.� -9.�

�!28 ��2.� ���.5 -��.9 ��2.� ��9.� -��.9
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Table �: Change  n E� �a ry �ra�e volume� ��013=100)

Per�e�� �om	e� � on Im	er�e�� �om	e� � on

Ba�el ne Quo�a el m.

v�.ba�el ne

Ba�el ne Quo�a el m.

v�.ba�el ne

�0�0 �030 �030 �0�0 �030 �030


�t�
-�� t�
�� ����� ����� ��� ����� ����� ���

��t�
-�� ��p��t� �2��� ����� -���� �25�5 �5��� -����

��t�
-�� ��p��t� ����� ����� ���� ����� ����5 ���5

De�� na� on� o� Ef�ra�E� ef	or��:

�0�0 �030 �030 �0�0 �030 �030

S!�t"��#
�� ���2 ���5 �5�� ���2 ���� 5���

���t�� St
t�� ���� ���� �2�5 ���� ���� 5���

M���c� �2�� ���� ���� ���5 ���� 5���

A�$��t��
 �2�5 ���2 ���� 5��� 2��� ����

R%���
 ���� ���� 25�� ���� ���2 ����

&'��
 �2�� ���� ���� �2�5 ���� ����

J
p
� ���2 ���� ���� ���� ���� ����

A%�t�
#�
 ���� ���5 ���� �5�� ���� ����

N�! (�
#
�� ���� ���5 �2�5 ���� ���� 5���

Ot'� �
��* ��p��t��� ���� �5�� ���� ���� ���� ����

Ot'� �
��* ��p��t��� ����� �2��� ���5 ��5�� �2��� ����
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Table 3� �������	 
���� 
���� ��	����� �� ��		����� ���� �������

Pe��e�t �om�etition Im�e��e�t �om�etition

Baseline Q�ota elim.

vs.baseline

Baseline Q�ota elim.

vs.baseline

 0 0  030  030  0 0  030  030

E!28 89"4 9111 #2�7 8726 929" 4"#8

S$%&'()*+,d #22 �24 -#8# #�" 472 -4#�

!,%&(d S&+&(/ 289 1289 -8"� �22 167# -14�1

M(5%c: -199" -2498 " -16�4 -2"76 1

A)g(,&%,+ 8�4 1�17 -211 974 1679 -18#

R;//%+ -29"6 -#44� 4 -#27# -#877 6

C<%,+ -�1"� -��97 8 -49�" -�42# -1

J+=+, -1"61 -11�2 -1 -1"89 -1184 "

A;/&)+*%+ 1#21 1681 -4"6 1#98 1678 -�#"

N($ >(+*+,d 77�8 9"88 -7�8 81"# 9#4� -�96

O&<? d+%)y (5=:)&()/ 2478 #427 -746 2829 #768 -1"41

O&<? d+%)y %@=:)&()/ -14"#7 -17�91 1" -1�267 -19124 11



2�

Table 4: Change  n �ut�ut �er � rm  n the �a ry  n�ustry (�013=100)

Out�ut �er � rm Basel ne Qu�ta ab�l t �n Ab�l t �n �s. basel ne

�0�0 �030 �0�0 �030 �030

��	
i�� 
�2�2 92�� 

��� 
�5�� 
���

F���c� 98�8 9
�2 

��2 
���2 
���

G������ 
�
�� 98�8 

��� 
�8�8 
���

I��	� 
�2�� 
���� 

��2 


�� 
���

N�����	��d� 
�
�� 95�� 

��� 

��� 
8��

R��� of E�28 99�8 9��9 
���� 
���� 
��


E�28 
���� 95�� 
�8�� 
���8 

�8
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Table 5: Changes in  airy in ustry �irms an �U �irms �perating by n�n-�U r�utes ��013=100)

Number �� �irms Baseline Qu�ta ab�liti�n Ab�liti�n �s. baseline

�0�0 �030 �0�0 �030 �030

��	
��
 9��2 ����� 98�� ����9 ���9

F���c� ����� ��8�� ����9 ��9�� ���

G��
��� 99�� ����� 98�� 9��� ����

I��	� 9��� 99�9 9��� 9��� ����

������	��d� 99�� ����8 ����8 ����� ���

R��� of E�28 ����� ����� 9��9 ��2�2 ���8

E�28 ����� ����� 9��9 ��2�� �2�9

�U�� �irms �perating

by bilateral r�ute

Baseline Qu�ta ab�liti�n Ab�liti�n �s. baseline

�0�0 �030 �0�0 �030 �030

S!��"��	��d 92�� 92�� ��8�� ����� 22��

�����d S����� 82�2 ���9 99�� 9��� 2���

M�#�co 9��� 98�9 ��8�� ����� �8�8

$�
������ ���� ���8 92�� ���9 ����

R����� 9��� 99�� 99�� ����� 8��

%���� 9��2 9��� ����� ��8�� ����

J�&�� 98�8 9��9 ����� ��8�� ���8

$�����	�� 92�� 9��8 ��8�� �22�2 2���

��! '��	��d 9��� 9��� ����9 ����� 22��

O���� d���� �#&o����� 9��8 88�8 ��9�� ��8�� 29�9

O���� d���� �
&o����� ����� ��8�8 ����� ����� ����
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Table 6� ������� 	� 
����
 ������ ��� 
����	��
 ������ �������	�	�� ���������� ����������

H me market firm

pr ductivity thresh ld

Baseline Qu ta ab liti n Ab liti n vs.

baseline

!0!0 !030 !0!0 !030 !030

"#$%&'( 1))*+ 99*, 1))*- 99*- /)*1

F4578# 1))*1 99*� 1))*- 1))*: )*-

G#4(57; 1))*: 1))*< 1))*- 1))*< )*)

I=5$; 1))*: 1))*: 1))*< 1))*- )*2

N#=>#4$57?@ 1))*1 1))*) 1))*� 1))*, )*,

R#@= oC ED2� 1))*1 1))*1 1))*1 1))*1 )*1

ED2� 1))*2 1))*1 1))*: 1))*+ )*2

JK!L average firm

pr ductivity thresh ld

Baseline Qu ta ab liti n Ab liti n vs.

baseline

!0!0 !030 !0!0 !030 !030

SM&=O#4$57? 1)2*+ 1)+*< 9�*) 9,*1 /-*:

D7&=#? S=5=#@ 1)<*< 11)*� 1))*) 1)1*< /9*:

P#U&8o 1)1*1 1)2*) 9�*1 9,*1 /:*9

V4%#7=&75 1)�*� 12:*2 1)2*+ 11:*� /9*:

R'@@&5 1)1*< 1)2*) 99*� 99*) /+*)

W>&75 1)1*+ 1)+*) 9�*9 99*) /:*)

X5Y57 1))*: 1)2*) 9�*- 9�*� /+*1

V'@=45$&5 1)2*+ 1)+*) 9,*� 9<*- /,*:

N#M Z#5$57? 1)2*< 1)+*: 9�*< 9,*1 /-*+

[=>#4 ?5&4; #UYo4=#4@ 1)2*< 1):*9 9,*: 9-*+ /�*-

[=>#4 ?5&4; &(Yo4=#4@ 9�*2 9-*9 9-*, 9:*< /2*<
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Table 7: ���������	��
 �� �
�� ��������
	 �����	��
 ���� ���������	 �����	�	��
� �� ������
�� ����

prices)

Baseline Q�ota abolition

Abol. vs.

baseline

�013-

�0�0

�0�0-

�030

�013-

�030

�013-

�0�0

�0�0-

�030

�013-

�030

�013-

�030

Allocative �48 64 �!"��" 285�8� �48888 �!8426 28"!�4 �!!!

Endowment 2455 6 !4�68! 58"�8� 2456"5 !42 �� 58"6�4 5 5

Technical change !5"! �2 ! 4""6 !"!2 �652 5!84 6 8

Terms of trade �45!65 #�"56� �2"8 4 �45 !4 #�"4" �2"564 #24 

Pop�lation �"�642 2�2888 !�252� �"�6�4 2�2�58 !�2652 �2!

Variety !2 2�!2 2�64 #� 56 2��5 ��!� #�825

Scale �4� #25�! #2!6! !!"� #5 6 28"! 52!6

Fi$ed trading costs 288 #�44 �45 565 #6� 5 4 !5�

EV "22 4! 6"66�2 �!�8"!5 "24"8� 6"�!!4 �4 4��5 5!8 


