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explained)
» 1) As in Halpern, Koren and Szeidl (2011) more productive
firms import more intermediate inputs. Higher productivity
increases market share and the markup channel

» Higher share of imported inputs increases marginal cost
channel. Greater share of imported inputs in turn reinforces
their competitive advantage and their market share

» 2) As in the Atkeson and Burtsein (2008), change in marginal
costs (here coming from exchange rate that alters cost of
imported inputs) affects the market share and therefore the
markup: here marginal cost effect reduces markup effect.
Second order impact



Main empirical specification (21):

>
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pf Pkt log euro producer price to destination k

ex,+ = log exchange rate relative to destination k

¢ +—1= import intensity of firm f from outside the Euro Zone.

Sfs.kt—1 = firm f market share in sector s export destination
k relative to all other Belgium exporters

Total non—euro import valuer ;
total costs,

Key variable: ¢r ;=

Mechanism should depend crucially on correlation between
import and export exchange rates

Why not construct an import intensity that is specific to the

export destination : weighted by the correlation of import and
export exchange rates?
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Related results on French exporters data

(1) (2)

Dep. var. Unit value Export volume

# observations 355996 355996

In TFP;—1 0.0122 0.0832
(0.004) (0.008)

In RER 0.0712 0.4252
(0.021) (0.047)

In TFP;—1x In RER 0.049* —0.109*
(0.015) (0.035)

imports  In RER 0.136° —0.283¢
(0.078) (0.156)

BWO06 ¢ x In RER
Mean A unit val. x In RER

sd. unit val. x In RER

In GDP 0.627*
(0.051)

In importer price index 0.054*
(0.012)

Sector x RER dummies No No

All regressions with firm-destinations and year fixed effects
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