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Abstract:

The purpose of this paper is to examine the impact of
trade facilitation on bilateral trade in developing
countries. Trade facilitation increases the attractiveness
of investing in countries by improving the flow of trade
by speeding up the process of declaration and clearance
of goods, and helps reduce the cost of trade and improve
competitiveness. In order to quantify the impact of trade
facilitation on bilateral trade, we have used the cross-
border trade index of countries. Our data includes a
sample of panel data of 21749 bilateral relations
between developing countries for time span of years
2006 to 2018, which is used to estimate the impact of
trade facilitation along with other important variables
such as GDP, population, common border, common
language and distance between countries using a
weighted least squares method.

Our results show that trade facilitation, if implemented
by both countries, has positive effects on bilateral trade
of industrial goods. The results also showed that the
tendency for bilateral trade is higher among developing
countries with countries with higher GDP. The results
showed that having a common border is more important
than a common language in bilateral trade, and on the
other hand, trade between countries with a higher
geographical distance is less. Therefore, it can be said
that trade policy focusing on neighboring countries has a
higher priority than farther developing countries.
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Dependent Variable: LTRADE

Method: Panel EGLS (Cross-section weights)

Sample (adjusted): 2006 2018

Periods included: 13

Cross-sections included: 21749
White period standard errors & covariance (d.f. corrected)

Variable Coefficien t Std. Error t-Statistic Prob.

C -42.17459 0.065469 -644.1905 0.0000

LTFI 0.018027 0.000306 58.92008 0.0000
LTFJ 0.012576 0.000549 22.90600 0.0000
LOG(GDPRI) 1.014610 0.005923 171.3130 0.0000
LOG(GDPRYJ) 1.008940 0.002699 373.8867 0.0000
BORDER 2.439605 0.026674 91.46075 0.0000
LANG 0.950698 0.009938 95.66724 0.0000
DIST -0.000194 8.40E-07 -231.1294 0.0000
LOG(POPI) -0.032360 0.003285 -9.851636 0.0000
LOG(POPJ) 0.036471 0.005329 6.844450 0.0000
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Weighted Statistics

R-squared 0.991563 Mean dependent var 21.86692
Adjusted R-squared 0.991562 S.D. dependent var 56.44221
S.E. of regression 1.910857 Sum squared resid 660413.2
F-statistic 2361714. Durbin-Watson stat 0.421726
Prob(F-statistic) 0.000000

Unweighted Statistics

R-squared 0.698863 Mean dependent var 9.940965
Sum squared resid 664301.0 Durbin-Watson stat 0.234308
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Dependent Variable: LTRADE
Method: Panel EGLS (Cross-section weights)
Sample (adjusted): 2006 2018
Periods included: 13
Cross-sections included: 21749
White period standard errors & covariance (d.f. corrected)

Variable Coefficient Std. Error t-Statistic Prob.
C -42.17459 0.065469 -644.1905 0.0000
LTFI 0.018027 0.000306 58.92008 0.0000
LTFJ 0.012576 0.000549 22.90600 0.0000
LOG(GDPRI/POPI) 1.014610 0.005923 171.3130 0.0000
LOG(GDPRIJ/POPJ) 1.008940 0.002699 373.8867 0.0000
BORDER 2.439605 0.026674 91.46075 0.0000
LANG 0.950698 0.009938 95.66724 0.0000
DIST -0.000194 8.40E-07 -231.1294 0.0000
LOG(POPI) 0.982250 0.006418 153.0554 0.0000
LOG(POPJ) 1.045411 0.006097 171.4620 0.0000
Weighted Statistics
R-squared 0.991563 Mean dependent var 21.86692
Adjusted R-squared 0.991562 S.D. dependent var 56.44221
S.E. of regression 1.910857 Sum squared resid 660413.2
F-statistic 2361714. Durbin-Watson stat 0.421726
Prob(F-statistic) 0.000000

Unweighted Statistics

R-squared 0.698863 Mean dependent var 9.940965
Sum squared resid 664301.0 Durbin-Watson stat 0.234308






