EMPIRICAL TRADE ISSUES

Winter Term 2021/2022

Instructor: Prof. Inmaculada Martinez-Zarzoso, PhD (imartin@uni-goettingen.de)
Office Hours: By appointment. OEC 2.204.

Tutor: Felix Turbanisch (felix.turbanisch@uni-goettingen.de)

Office Hours: By appointment. OEC 2.209.

Classes: The course will start with onsite classes the second week of December 2021. In the
first session, the content and structure of the course will be discussed. The slides for each topic
will be uploaded weekly on Stud.IP (studip.uni-goettingen.de) and participants are expected to
prepare for the exam using not only the slides but also the references (books and articles)
indicated for each topic.

In case we have to start with virtual classes due to the Coronavirus pandemic, you find the
Zoom link on Stud.IP.

Please notice that the material will be covered in half a semester, starting on the 7/12/2021, and
that there are two theory sessions each week to cover the material on the slides, including a Q&A.
The main lectures will be complemented with practical sessions (tutorials).

Lecture time:

Tuesday: 14:00 - 16:00, weekly (from 07/12/21 to 08/02/22)
Wednesday: 14:00 - 16:00, weekly (from 08/12/21 to 9/02/22)

Tutorials: The tutorials will also start in the second week of December 2021. Please register
separately on Stud.IP for the tutorial (“Ubung zu Empirical Trade Issues”) to receive
instructions. If conditions allow, we will meet in the room assigned for the tutorial (CIP-Pool
MZG 5.111). The tutorial will take place weekly on Wednesdays, starting December 8™,
Notice that tutorials start with an introduction to STATA, which will allow the students to have a
basic knowledge on the use of the software. Exercise sheets will be posted on Stud.IP before each

tutorial and the Stata solutions will be discussed during the class.

Program (6 CP)

Introduction



This course is intended to cast light on present-day controversies in international trade through
assessment of the latest empirical analysis of a number of important topics of international trade
research. The main aim is to improve students’ ability to evaluate and undertake empirical
research in international trade. All participants are expected to have completed graduate courses
In macroeconomics, microeconomics and econometrics.

The course is organized along a number of empirical questions: 1. What do countries trade and
with whom?; 2. Why has trade increased so much and what is the role of trade policy?; 3. How
can we assess the determinants of bilateral trade flows?; 4. Why do countries negotiate trade
agreements?; 5. What are global value chains and trade in value added?; 6. Did globalization
contribute to the rise in inequality? We will learn the necessary modeling tools and empirical
instruments that help answer these questions.

Course Format

The course will be structured around a series of lectures (2SWS), supplemented by class
discussion and tutorials (1SWS) in which students will solve empirical exercises using STATA
(based on Bacchetta et al. 2012, Feenstra 2016, De Benedictis and Salvatici 2011, and scientific
papers). Class attendance is mandatory.

Evaluation
Final Exam 70% / (Assignments and in class participation) 30%.
Date of Final Exam: 15.02.2022 from 14:00 to 16:00, ZHGO003.

Submission of final assignment for the tutorials: 30.02.2021

Outline of the course
Comparative advantage, trade flows and trade policies

1. Quantifying trade flows
1.1 Openness: measurement issues
1.2 Trade composition: At the sectoral and geographical level
1.3 Analysing trade flows, comparative advantage and terms of trade
1.4 Analysing regional trade: Trade intensity and trade complementarity
1.5 Main trade databases
2. Trade policies
2.1 Tariffs under WTO
2.2 Import tariffs: Measurement issues and data

2.3 Non-tariff barriers: Price gaps and coverage ratios



2.4 Trade policies and practices
Globalization, regional integration and its effects
3. The gravity model of trade
3.1 The gravity equation: Theoretical foundations
3.2 Estimation methods
3.3 Advanced gravity modelling issues
3.4 Empirical applications
4. Trade and regional integration
4.1 Regional versus multilateral trade liberalization
4.2 Economic effects of regionalism
4.3 Evidence on the trade effects of regional agreements
4.4 Impact of trade preferences
5. Trade in value added and global value chains
5.1 Fragmentation of production and trade
5.2 The facts: What is TiVA
5.3 Trade in VA, jobs and investment
5.4 Empirical evidence
6. The distributional effects of trade policies
6.1 Transmission of tariff changes
6.2 Linking trade policy to household welfare
6.3 Combining survey data and trade policy data

6.4 Empirical applications
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