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Abstract

We investigate theoretically and empirically the heterogeneous e¤ects of the global …nancial

crisis on international trade ‡ows di¤erentiated by quality. Our model, which identi…es the e¤ect

of quality on trade that arises on the demand side, through the relationship between income and

quality choice, predicts that a negative income shock disproportionately reduces the demand for

higher relative to lower quality traded goods (a “‡ight from quality”). Using a unique dataset of

…rm-level wine exports for an emerging market economy, Argentina, combined with experts wine

ratings as a measure of quality, we …nd strong evidence of a ‡ight from quality as we show that

the values, volumes, unit values, and markups of higher quality exports contracted more sharply

during the crisis. Our results imply that the exports of countries producing higher quality goods

are likely to collapse more severely during recessions.
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