
Scott Bradford and Robert Z. Lawrence

Institute for International Economics
Washington, DC
February 2004



Preface ' ix
Acknowledgments xiii

1 Introduction 1
Methodological Approach 4
Principal Results 6
Some Caveats . 11
Appendix 1.1 Does Price Equalization Improve Welfare? 13

2 Measuring Barriers and the Benefits of Integration:
Existing Studies 17
Approaches to Measuring Trade Barriers 17
Welfare Effects . 25

3 Fragmentation among OECD Countries 27
Data Issues . 27
Our Approach 28
Consumer Prices 32
Producer Prices' 34
Fragmentation Measures 36
European Integration 40
US-Canada Integration 46
Japanese Openness 49
Concluding Comments 55

4 The Welfare Effects of Integration 57
Welfare Analysis 57
Winners and Losers 63
Additional Description of the Model and Methodology 66
Appendix 4.1 Confidence Intervals 73

vii



References 77

Index 83

Tables
Table 1.1 Aggregate integration measures 6
Table 1.2 Welfare benefits of eliminating fragmentation 9
Table 3.1 Consumer prices in sample countries relative to

lowest prices in sample 32
Table 3.2 Average absolute deviations in consumer prices

between sample countries and country groups 33
Table 3.3 Producer prices in sample countries relative to

lowest prices in sample 36
Table 3.4 Average absolute deviations in producer prices between

sample countries and country groups 37
Table 3.5 Fragmentation indexes 40
Table 3.6 Measures of price dispersion in European countries

in sample 43
Table 3.7 Mean absolute differentials of consumer and producer

prices between bilateral country pairs 44
Table 3.8 Measures of price convergence between Canada and

the United States 49
Table 4.1 Welfare impact of complete removal of barriers by

country and region 60
Table 4.2 Welfare impact on economic factors in sample countries

of complete removal of barriers 65
Table 4.3 Estimated factor substitution elasticities and Lerner

indices by sector 67
Table 4.4 Comparison of weighted data and original GTAP data 70
Table A4.1 Upper and lower bounds on confidence intervals for

welfare estimates 74

Boxes
Box 3.1 Product categories included in sample 30
Box 4.1 Sectors and regions included in general equilibrium

model ' 58

viii


