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ln(s ihjt ) -ln(s 0jt ) = λ 1,ih + λ 2,t + αp ihjt + σ ln(s ihjt|g ) + λ 3,ihjt
Measure of quality 

λ ihjt = λ1,ih + λ2,t + λ3,ihjt i = exporter h = product j = importer t = year

⇒

  Recent studies on the trade collapse in 2008: larger contraction for higher quality products (Chen & Juvenal 2018) -products exported at higher price (Esposito & Vicarelli 2011; Berthou & Emlinger 2010) Negative income shock ⇒ Reduction of demand for high quality goods more than proportionate Mechanism (Hallak 2006; Fajgelbaum et al. 2011) -Demand for quality depends on the intensity of the preference for quality which depends on income -Variations of income → variations on preference for quality MOTIVATIONS Income variability is a source of export volatility Income variability ⇒ Demand variability ⇒ Volatility of exports Export ows could be impacted dierently according to the quality of products exported RESEARCH QUESTION ⇒ Determine whether quality of a product is a determinant of the the volatility of its exports -Analysis at the large scale "Industrial Organization and the Food Industry" -6-7/06/2019 MOTIVATIONS APPROACH Derive the estimation of quality from structural demand system ⇒ Reduced form regression: product quality → export volatility CONTRIBUTION ⇒ Estimation of quality of exported varieties for a large number of importing countries ⇒ Go one step further on export performances of quality: volatility Export volatility is harmful for business • decreases rm's protability (Wagner 2014) • decreases investment in productivity (Juvenal & Monteiro 2013) "Industrial Organization and the Food Industry" -6-7/06/2019

  and the Food Industry" -6-7/06/2019 6 / 29 LITERATURE Quality as determinant of trade patterns ⇒ Quality increases with income and endowments of physical and human capital of exporter (Schott 2004; Hummels & Klenow 2005) ⇒ Quality increases with distance (Alchain & Allen 1964, Hummels & Skiba 2004) Quality estimation using trade data ⇒ Estimation from the demand side (A. Khandelwal 2010; Hallak & Schott 2011; Feenstra & Romalis 2014; A. K. Khandelwal et al. 2013). Determinants of export volatility ⇒ Firm's export strategies (Comin & Philippon 2005; Vannoorenberghe 2012; Vannoorenberghe et al. 2016). "Industrial Organization and the Food Industry" -6-7/06/2019 DATA International trade and bilateral relations (CEPII) ⇒ BACI database: values and weights at 6-digits ⇒ Gravity database Domestic production at country-industry level ⇒ UNIDO database at 4-digits DATABASE • 108 importing countries • Time range: 1997 -2008 • 16,702,187 observations • 22 manufacturing sectors • 116 industries • 4596 products "Industrial Organization and the Food Industry" -6-7/06/2019 DATA Example → Sector: food (15) → Industry: manufacture of dairy products (1551) → Product: Cheese nesoi (040690) → Variety: Cheese nesoi exported by Italy "Industrial Organization and the Food Industry" -6-7/06/2019 QUALITY ESTIMATION methodology Measures of product quality in international trade: • Proxies (Kugler & Verhoogen 2011; Hallak & Sivadasan 2013) • Direct measures (Chen & Juvenal 2018; Crozet et al. 2012) • Statistical inference (Hallak & Schott 2011; A. Khandelwal 2010) Quality estimation (A. Khandelwal 2010) Structural model of demand of Berry 1994 ⇒ Quality corresponds to the vertical component of the estimated model and captures the mean valuation consumers attach to a product ⇒ Higher quality is assigned to products with higher market shares conditional on price. "Industrial Organization and the Food Industry" -6-7/06/2019 QUALITY ESTIMATION methodology Demand function for industry-importing country
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The rst two columns report the distribution of the p-value for the SW chi-squared Wald statistic; columns three and four reports the result of the distribution of the F SW statistic for weak instruments. Column 5 reports the distribution of the p-value of Hansen J-test for exogeneity."Industrial Organization and the Food Industry" -6-7/06/2019

CONCLUSION Exporting higher quality products

• has certainly several advantages

• more likely to expose the rm to demand shocks of the importing country Exports of higher quality products are likely to be relatively more volatile in countries where the level of expenditures is highly variable.
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The outside option is intended at industry level and is obtained as

Consumption jkt but we do not have consumption in quantity so 

Measure of quality λ ihjt = λ1,ih + λ2,t + λ3,ihjt "Industrial Organization and the Food Industry" -6-7/06/2019