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Abstract:

We present a simple model to help explain why the worldwide use of air shipping
grow much faster than use of ocean cargo. In this model, firms choose their trade
pattern based on their productivity. Moreover, firms choose transport type of either air
or ocean shipping, and this choose depends on the value attached to timely delivery.
We argue that firms that ship by air benefit with more sales than firms by ocean with
trade liberalization. This model also provides a simply way to estimate the trade
elasticity. We report an estimation of the China’s trade elasticity as 6.73.
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