Seminario de Microeconomia Aplicada - A Toolkit for Setting and
Evaluating Price Floors

Seminarios y talleres

El seminario de Microeconomia Aplicada del Banco de la Republica es un espacio para discutir trabajos en
progreso en las diferentes dreas de la microeconomia aplicada como economia laboral, organizacién industrial,
economia de la salud, economia agricola, economia de la educacién, desarrollo econémico, crimen, economia
publica, medio ambiente, economia regional y urbana, entre otras.

Carlos Hernandez: es profesor asistente de la facultad de administracién de la Universidad de los Andes.
Carlos es PhD en economia de la Universidad de California-Los Angeles y economista de la Universidad de los
Andes. Sus intereses de investigacién se centran en el sector bancario y transporte. Por ejemplo, Carlos estudia
cdmo hacer que el sector del transporte sea mas sostenible y eficiente. es profesor asistente de la facultad de
economia de la Universidad del Rosario. Mateo es PhD en economia de la Universidad de Maryland y economista
de la Universidad Eafit. Sus intereses de investigacién son historia econémica, Economia Politica y desarrollo
econdmico.

Resumen del documento: Regulators often impose price floors to protect producers from suspected
oligopsony power. However, if price floors are set too high, traded quantities and market efficiency fall. We
study the threshold from which price floors are set too high in markets with intermediaries. A theoretical model
provides: (i) an ex-ante rule to predict whether price floors will reduce quantities and (ii) ex-post tests to
evaluate and explain the incidence of price floors. We apply these tools to the Colombian road freight market,
taking advantage of rate floors that intended to protect carriers from low freight rates paid by intermediaries.
We find that policymakers could have predicted the effect of price floors on quantities: a reduction in quantities
for the routes and products for which rate floors were binding. After their implementation, rate floors benefited
carriers but reduced welfare by 7% of the market value of transportation services.

Tiempo de exposicion: 1:30 p. m. a 3:00 p. m.
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