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Abstract

This paper investigates the determinants of countries export performance looking in particular at the
role of internationa product market linkages. We begin with a novel decompodtion of the growth in
countries exports into the contribution from increases in external demand and from improved internd
supply-side conditions. The decomposition provides a method for measuring countries access to
foreign markets and of quantifying the extent to which changes in foreign market access are
geographicdly locdized. Building on the results of this decomposition, we move on to an econometric
andysis of the determinants of export performance. Results include the finding that poor externd
geography, poor internal geography, and poor inditutional quality contribute in gpproximately equa
measure to explaining Sub-Saharan Africa s poor export performance.
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1. Introduction

There have been wide variations in countries export performance over the last quarter century. E.
Asan countries have seen red exportsincrease by more than 800% since the early 1970s, while those
of Sub-Saharan Africa have increased by just 70%. Thisdivergent performance has raised concerns
that, while some countries are benefiting from globalisation others are, a best, passed by. This paper
investigates some of the determinants of these divergent export performances, looking in particular at
the roles of geography and of inditutions.

Geography might be expected to affect performance in severd ways. Oneisthat the strength
of international demand linkages varies across countries. Clearly, countriesin E. Asahave been at the
centre of afast growing region, this creating growing import demand. Given dl we know about the
importance of distance as a barrier to trade, the export opportunities created by these growing import
demandsislikely to be geographically concentrated, creating spillover effects between countriesin the
region. We measure these effects by developing atheoretica modd of bilatera trade flows and using
gravity techniques to estimate the modd’ s parameters. This enables us to decompose each country’s
actual export growth into two parts. Oneis based on the country’ s location relative to the sources of
changes in import demands, which we cdl the country’s ‘foreign market access. The other isdueto
changes within the country, which we cal ‘supply capacity’. We find that a subgtantia part of the
differentid export growth of various countries and regions since 1970 can be attributed to variationsin
their foreign market access.

Changes in countries foreign market access arise because of changes in aggregate import
demand from other countries — particularly countries that are close. There may aso be particular
regiond effects arising, for example, from regiond integration agreements. We therefore refine our
modeling to dlow for theintengty of intra-regiond change to differ from trade as awhaole, and we find
that there have been sgnificant changesin the intengty of intra-regiond trade through time..

Having separated out the foreign market access and interna supply capacity contributions to
export growth, we then investigate the determinants of each country’s supply capacity. We develop
asmpletheoretical sructure to show how it depends on country’ sinterna geography, on measures of
thelr business environment (such as inditutiona qudity) and — in equilibrium — their foraign market
access. This provides the basis for econometric estimation of countries export performance as a

function of interna geography, inditutiona quality, and foreign market access. We find that al three
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characteridics are sgnificant and quantitatively important determinants of export performance. We use
our results to explore the performance of different regions, and show how amost al of Sub-Saharan
Africa s poor export performance can be accounted for by poor externa geography (foreign market
access), poor interna geography, and poor ingditutions.

The paper is organised as follows. The next section outlines a theoretical framework, and
section 3 decomposes export performance into the effects of externa geography (foreign market
access) and interna supply effects. It dso sudies inter-regiond linkages, by examining the contribution
of each region to the growth of each other region’s foreign market access. Section 4 extends the
andyssto amore detailed investigation of intra-regiond trade, showing how the intensity of thistrade
has changed through time. Section 5 endogenises each country’s supply capacity; in this section we
undertake econometric andyss of export performance, and establish the importance of internd

geography, externa geography, and ingtitutions.

2. Theoretical Framework
We gtart by outlining the theoretical framework that we use to identify the foreign market access and
supply capacity of each country. The framework is based on a sandard new trade theory model
extended to have trangport frictionsin trade.

Theworld congstsof i = 1,...Rcountries, each of which can produce arange of differentiated
products. Product differentiation is moddled in the usud congtant dadticity of subgtitution way; sisthe
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eladticity of subgtitution between any pair of products, implying a CES utility function of the form,

where z denotes manufacturing varieties, n; isthe set of varieties produced in country i, and x;;(2) isthe
country j consumption of the zth product from this set. The second equation imposes symmetry over
al products produced in country i, enabling usto dispense with the index z and rewrite the integra as
aproduct. Dud to this quantity aggregetor isa price index for manufacturesin each country, G;, defined

over the prices of individual varieties produced in i and sold in j, pj;,
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where the second equation makes use of the symmetry in equilibrium prices.

Country j’s total expenditure on manufactures we denote E;. Given this expenditure, its
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demand for each product is, (by Shephard’ slemma on the price index),
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Thus, the own price elasticity of demand is s, and the term ©lick hereto view equation. givesthe

position of the demand curve facing asngle firm in market j.

We shdl assumethat dl country i varieties have the same producer price, p;, and that the cost
of delivery to marketj givespricep; = pi tiT; §j. t; and t; are the ad valorem cost factorsin getting the
product to and from the border in countriesi and j and T;; is the cost of shipping the product between
countries.

Employing the usud iceberg assumption, the value of tota exports of country i to country j is
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therefore

The right hand sde of this eguation contains both demand and supply variables. The term

Install Equation Editor and double-
click hereto view equation. iscountry j ‘market capacity’; it depends on total expenditurein j,

on internd transport costst;, and on the number of competing varieties and their prices, this summarised
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inthe priceindex. On the supply side, theterm dlick hereto view equation. meesures what we refer

to asthe ‘ supply capacity’ of the exporting country; it is the product of the number of varigties and their
price competitiveness, such that doubling supply capacity (given market capacities) doubles the vaue
of sdles. Wewill denote market capacity and supply capacity by m; and, s respectively, so
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From (4), bilaterd trade flows can be expressed smply as the product of exporter supply capacity,
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importer market capacity, and the termclick hereto view equation. which measures bilaterd
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trangport costs between them:
We can now construct a measure of each country’s access to foreign markets. Country i’s

‘foreign market access', F;, isthe sum of the market capacity of dl other countries, weighted by the
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measure of bilatera trade costs in reaching supplier i,
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Using this set up, the total value of exports of country i, V;, stisfies
Anaogous to market access we a0 define each country’s ‘foreign supplier access', H;, as

the sum of the supply capacity of dl other countries, weighted by the measure of bilaterd trade in
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reaching supplier i,
Thetota value of imports of country i, Z;, satisfies
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These relationships provide the bass of the decompositions of the next section.

3. Sour ces of export growth: decomposition

A key feature of theoreticd modds of product differentiation and trade costs is the existence of a
pecuniary demand effect across countries (when combined with increasing returns to scale, this results
in the so-cdled *home market effect’). An increase in expenditure on traded goods in one country
raises demand for traded goods in other countries and, because of trade costs, the Size of this effect is
much greater for neighbouring countries than for digtant countries. To what extent can countries
differentid export performances be accounted for by differences in these demand conditions, and how
much by shifting interna supply response?

3.1 Data Sourcesand Sample Size
Dataon the vaue of bilaterd trade flows for 101 countries during the period 1970-97 are obtained from
the NBER World Trade Database (Feenstra et a. 1997, Feenstra 2000). We are concerned with the
growth in red vaue of countries exports, and the current dollar data in the NBER World Trade
Database are therefore deflated to obtain a measure of red trade flows. A country’s market and
supplier access depend on its trade with al other countries, and these trade data have the advantage
of being available for alarge cross-section of countries. We combine the trade data with information
on geographical characteristics (eg bilaterd distance, existence of a common border) and data on GDP
and population from the World Bank. See Appendix A for further details.
Itislikely thet there are subgtantia year-on-year fluctuationsin bilaterd trade flows - particularly
for small countries - and we are concerned here with the determinants of long-run real export growth.
Therefore, in the empirica andlysis that follows, we average bilatera trade flows over 4-year periods.
With 28 years of data, thisyields 7 periods of andysis.

3.2 Export growth decompositions
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We gtart with amechanica decomposition of the growth in countries total exports. Given actua vaues

of total exports and imports, Vi, and Z, and vaues of bilaerd trade cods,

Install Equation Editor and double-
click here to view equation. , equations (7) - (10) are 4N equationsin 4N unknowns(m, s, Fi, and

H; for dl i). Thus, given vaues for exports, imports, and bilaterd trade codts, this system of equations
can be solved to obtain measures of market capacity, supplier capacity, foreign market access, and
foreign supplier accessfor al N countries.

Measures of bilaterd trade cogts are obtained from gravity equation estimation. Equation (6)
in the model implies arelationship between bilaterd trade, supplier capacity, and market capacity. We
edimate this relationship using bilateral distance and a dummy for whether countries share acommon
border to capture trade frictions between countries. Supplier capacity and market capacity are
controlled for respectively using an exporter country and importer partner dummy.? The estimation

results are summarized in Table 1, and we take the predicted vaues for bilatera trade cogts from this
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equation as our messures of trade costs: thus, dlick hereto view equation. , where digt;; is the

distance between apair of countriesi and j, and bord;; isadummy variable thet takes the value one if
the two countries share a common border.

These measures of trade cogts are then combined with information on countries’ total imports
and exports to solve the system of smultaneous equeations (7) - (10) for dl countries market capacities,
supply capacities, foreign market access, and foreign supplier access. Thisimplies, of course, that the
product of each country’s supply capacity and foreign market access exactly equasits actual exports
(and andlogoudy on theimport side). This enables us to undertake an exact decomposition of actua
export volumes. An dternative approach would be to use the estimates of the exporter country and
importer partner dummies obtained from the gravity equation as measures of market capacity and
supply capacity. Combining these with the measures of trade costs from the gravity equation, foreign
market access and foreign supplier access can be congtructed using equations (7) and (9). This
dternative gpproach was used in another context by Redding and Venables (2000) and is adopted here
as arobustnesstest. We find a high degree of correlaion between measures of foreign market and
supplier access congtructed from solving the system of equations for al countries total imports and
exports and those congtructed based on estimates from bilateral trade flows.

The results for 101 countries are reported in Table Al of the Appendix and to provide a
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broader overview of the sources of export growth, we aggregate country results for 9 geographica
regions. Eastern Europe; Latin America; Middle East and North Africa; North America; Oceanig;
South-East Asa; Other Ada Sub-Saharan Africa; and Western Europe.  (Aggregation is done by
weighting country variables by their average shares during the sample period in the rlevant region’ stotd
exports). The upper two pands of Figure 1 give the evolution of FMA for each of the regions, while
the lower two pands graph the time-series of supplier capacity (where supplier capacity is normalised
raivetoitsinitid vaue).

Theinitid ranking of regions has East and Western Europe having the highest leve of FMA; the
Eastern European postion is not as surprising as it first seems, because supply capacity captures
countries internd characteristics and, and FMA simply reports where countries are relaive to world
import demands. These regions are followed by North America. Looking at the upper right pand (and
noting the verticd scae) theinitid ranking then proceeds as Other Asa, Sub-Saharan Africa, SE Ada
and Oceania. The obvious feature of the time trend is the rgpid growth of SE Asa (overtaking Africa,
Other Asaand Latin America), and the acceleration of Other Asain the second period.

Turning now to growth rates, we look at proportionate changesin s, and F;, noting that these

Install Equation Editor and double-
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sidy:

Intuitively, this decompaosition reveds the extent to which a country’s export growth is due to improved
supply-side performance within the country itself (Ans) or increases in import demand in trade partners
(2AnF).

Appendix Table Al gives the country detail, and Table 2 of the text gives the regiond
aggregates. Thefirg rows of thistable, the benchmark case, report the rate of growth of world exports
in each period, and the growths of supply capacity and market capacity that would be observed if dl
countries had the same rates of growth of exports, of supply capacity, and of market access. Time
seriesfor thelevelsof s and F; were dso shown in Figure 1 above.

A number of results stand out. South-East ASian countries experience export growth much
faster than the benchmark in both periods. In the firgt period this was driven particularly by supply
capacity growth, and in the second foreign market access growth becomes relatively more important.
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Looking at individud countriesin SE. Ada (agppendix table A1) showsthat market access growth was
generdly fagter in thefirgt period than in the second. For some of the earlier devel opers supply capecity
growth dowed sharply in the second period (eg Japan, Taiwan, Korea) while the later developers
experienced a dramatic increase in second period supply capacity growth (eg Philipines, Thailand,
Vietnam).

Other Asa experienced below world average export growth in the first period, but this is
accounted for by sgnificantly faster than benchmark market access growth coupled with much dower
than benchmark supply capacity growth. Thisisin sharp contrast to the second period where market
access growth close to the benchmark was associated with supply capacity growth a twice the
benchmark, giving overdl export growth of nearly twice the world rate.

Latin America shows a rather opposte picture. Slightly better than benchmark market access
growth in both periods was associated with strong supply capacity growth in the first period and weak
growth in the second. Results for the Middle East and North Africa aggregate are dominated by oil-
exporters, while those for Sub-Saharan Africa daborate on afamiliar story. Taking the two periods
together, nearly 20 percentage points were knocked off Africa s export growth rates by virtue of ther
geographical location. However, supply capacity grew less fast than the benchmark in both periods,
and positive export growth in the second period was achieved by market access growth offsetting a
reduction in supply capacity.

The main messages from this section are then, that both levels and rates of change of foreign
market access vary widely across countries and regions. Moving a country from Sub-Saharan Africa
to Western Europe would nearly triple its FMA and — given supply capacity — triple exports.  Of
course, there will aso be an equilibrium response of supply capacity to these externa conditions, and
we andyse these in section 5. However, before doing this we look in more detall at regiond trade

effects.

3.3. Regional effects

In the decomposition we looked a each country’s FMA growth, but failed to divide the sources of this

growth geographicaly. How much FMA growth do countries receive from the performance of other

countries in their own region, and how much from, say, agrowth in North American market capacity?
To address these questions we partition countries trade partnersinto K = 9 sub-groups{R;,
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R, ..., R¢ and andyze the extent to which a country’ s growth in FMA is driven by increasesin access
to marketsin each of 9 geographica regions. A country’s FMA can be written as the sum of its access
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to foreign markets within each geographica region,
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where dlick hereto view equation. is the market access derived by country i from region k,
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rate of growth of the country’s foreign market access can be decomposed into the contributions from
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foreign market growth in the various geographica regions,
where there are two components to these regiona contributions. A region k may make a large

contribution to country i's FMA growth ether because it condtitutes a large share of the country’s
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FMA, (click hereto view equation. ) or because thereiis rapid growth in access to marketsin the
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members of the region (Click hereto view equation. ). Thegrowthin country i’s accessto markets
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in aregion (click hereto view equation. ) will itsdlf depend on two sets of considerations; firg,

changes in market capacity in the members of the region and second changes in trade costs between
country i and the region in question (see equation (7)). If country i isitsdf amember of theregion in
guestion, this change in trade costs will include the effects of regiond integration; if not the changein
trade costs will reflect variation over timein the distance coefficient and the common border coefficient
if the country shares acommon border with countries in another region.

Note that this decompostion of the growth in FMA shares fegtures with the literature concerned
with a shift-share andlysis countries export growth (see for example Richardson 1971).  However, we
have used the Structure of a theoretica trade and geography model to decompose exports into the
components explained by own country performance (supplier capacity) and changes in externd markets
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(foreign market access). As aresult of this and the use of measures of trade costs that vary within
regions and over time, we are able to shed further light on the impact of regiond integration on the
growth in countries exports.

We report results not for individua countries, but for their regiond groupings. Thus,
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click hereto view equation. is the market access derived by region k from region i, and the
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weighted sum of these components sumsto each region’s change in FMA,

Results are reported in table 3a, for the period as awhole, and 3b, for the two sub periods. Reading
acrossthefirg row of the tables we see that North America derived virtudly dl of itsFMA growth from
itsdlf. This result reflects the dominance of Canadain North Americal's FMA. Canada benefits much
more from being located close to the USA than the USA benefits from being located close to Canada,
and thus FMA in Canadais large reldive to that in the United States. Own region FMA growth in
Canada accounts for over 98% of total FMA growth.

Latin America was much more dependent on FMA growth from outside the region —amost
entirdly so in the first period. Of these extra-regiona sources, North America is far away the most
important. Turning to Europe, Western Europe provides the source of FMA growth both for itself and
for Eastern Europe.

The driking features of Sub-Saharan Africa are the negative contribution of the own region
effect, and the lack of adominant externa source of FMA growth. North Americawas most important
in both periods, followed by Western Europe, and augmented in the first period by FMA growth from
the Middle East and North Africa

The Adan figuresillugrate two main points. Oneisthe dominant role of intracregiond linkages
with SE Asia, and the other isthe growth in the importance of SE Asafor therest of ASa. Thisarises
partly from the growing import demands of SE Asa and partly also from the westwards expansion of
economic activity in the SE Asaregion. Itisdso interesting to look down the SE Asacolumnin teble
3B, indicating the contribution of this region to FMA growth in other regions; the region now provides
amagor potential source of demand for African exports. Thefind two cdumns of gopendix teble
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Al report the results of the decompostion for individua countries. In the interests of brevity, we focus

on the contribution of a country’s own region and of other regions.

4. Regional trade intensities:
In the gravity modd used so far trade frictions between countries are measured smply by distance and
whether or not the countries share a common border. In this section we present a brief exploration of
the importance of regiond trading, by alowing the cogts of trading within aregion to differ from those
of trading between regions.

To capture the idea that the costs of trading within a region may differ from those of trading
between regions, we augment our moded of bilaterd trade frictionsin the gravity equation (distance and

the exigence of a common border) with dummies for whether two countries lie within the same

Install Equation Editor and double-
geographical regions. Our measure of bilateral trade costs becomes click hereto view equation.

where f ; is the coefficient on the dummy for whether countries i and j lie within region r. This
specification alows for differences in trade costs on within-region transactions and between-region
transactions in an extremely genera way that imposes aminimd degree of dructure onthedata. At the
sametime, we are able to andyze how the coefficient on the with-region trade dummy changes over
time and to relate these changes to explicit policy-based attempts at regiond integration including for
example NAFTA and the European Union.

The reaults of edtimating the gravity equation including the within-region trade dummy are
reported in Table 4. The within-region dummies capture anything that affects the ease of trading within
the region, and it is not therefore surprising that some of the estimated coefficients are negative
particularly at the beginning of the ssmple period. Sub-Saharan Africais acasein point, where arecent
literature has emphasi zed the importance of physca geogrgphy and infrastructure in explaining trade and
development in Africa (see, for example, Galup et d. 1998 and Limao and Venables 2001). Africa
has few East-West navigable rivers to facilitate water-borne trade within the continent, and there is
much evidence of low levels of trangport infrastructure investment that may impact particularly severely
on within-region trade. Internationd politica conflict and patterns of gpecidization clearly dso play a
role. For example in the Middle-east, within-region conflict and the importance of petroleum exports
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to indudtrialized countries outside the region generate a negative estimated within-region effect.

Over time, we obsarve a systematic increase in the estimated vaues of amog dl the within-
region effects. This provides evidence of the increasingly regiondization of internationd trade that does
not reply on a particular parameterization of the regiona integration process. Nonetheless, one
important explanation for increesingly regiondization is clearly the proliferation of Regiond Preferentia
Trade Agreements. Thisis particularly clear for North America. Here a the beginning of the sample
period, we find a negative within-region effect, which may reflect policies of import subgtitution in
Mexico that particularly restricted within-region trade or the fact thet the capita cities of Canada and
United States (on which our measures of distance are based) are closer than the true economic centres
(taking into account the whole digtribution of economic activity). Nevertheless, over time we observe
arise in the edimated within-region effect that is both large and datidicaly sgnificant. Thus, the
estimated coefficient becomes positive and atidicaly sgnificant in the period 1990-3 during which
NAFTA was signed.

Other examples of the importance of trade policy in shgping regiond integration include Western
and Eagtern Europe. In Western Europe, we again observe a systematic rise in the estimated within-
region effect over time. In Eagtern Europe, the vaue of the within-region effect follows an inverted U-
shape, rising between the 1970s and 1980s cons stent with the policies of COMECON in stimulating
trade with the former Soviet bloc and dedining markedly in the 1990s following the fal of the Berlin wall
and the abandonment of the COMECON system of public procurement and trading preferences.

5. Determinants of export performance.

As a matter of definition, a country’s exports are the product of its supply capacity, s, and foreign
market access, F;. We now turn to the question of what determines supply capacity? We expect that
it depends on country Sze, endowments, geography, inditutions and, in equilibrium, the potentid return
to exporting, which in turn depends on foreign market access. Our objective in this section is to
econometricaly estimate the importance of these factors. We contribute to agrowing literature on the
role of geography in determining the ratio of trade to income (see, in particular, Frankel and Romer
1999, Leamer 1988, and Wei 2000).
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5.1 Analytics:
In order to endogenise supply capacity we have to add to the materid of section 2 some generd
equilibrium gructure of the economy. From equations (8) and (5) the quantity of country i’s total
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exports of asingle variety, click hereto view equation. , aregiven by

We summarise the generd equilibrium of the economy by supposing that the price of exportablesisa
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function of the totd quantity of exports, this given by

where ¢; isameasure of comparative costs in the export sector and a; is a measure of the Sze of the
economy. Thefunction w() captures the fact that as the export sector expands it draws resources out
of other sectors of the economy —import competing and non-tradesbles. Resources used in the export
sector are proportiond to the volume of its output, nix;, and their impact on the economy depends on
their quantity relative to the Sze of the economy, a,. Drawing resources out of other sectors tends to
bid up their prices, raising costs and hence pricein the export sector.  Logarithmicaly differentiating
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(15) and (16) gives,
Install Equation Editor and double-
where dlick hereto view equation. denotes a proportional changeand ? is the dasticity of prices

in the export sector with respect to the quantity of resources used in the sector.  Eliminating the change

in price gives
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The total vaue of exports, click hereto view equation. , (equation (8)) varies according to,

where the second equation uses (17). One further step is needed, which is to specify whether export
volumes vary through changes in the number of varigties, n, or output per variety, x. Monopalistic
competition theory implies that equilibrium output per commodity is a condant,
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At the other extreme, if the number of varieties that can be produced by a country is fixed,
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These equations form the basis of the econometric investigation, with variation in terms provided
by cross-country observations. Notice thet the coefficient on foreign market access in these equations

isnot generdly equa to zero, reflecting the endogeneity of supply capacity. Thusif sislarge reldive
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to ? (or, in the second equation if s> 1), then the coefficient on lick hereto view equation. isless

than unity. High leves of foreign market access are associated with aless than proportiona increase
in exports as diminishing returns occur: the diminishing returns slem from bidding up factor prices and,
in the second case, diding down the demand curve for the fixed set of varieties.

Other terms in the equations are as would be expected. Cross-country variation in interna
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the price dadicity of expot demand is grester than unity. Domedtic  gze,
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proportionately. And a high cost export sector (reflecting weak comparative advantage) reduces

exports.

5.2 Egtimation:
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Our empirica specifications are based on the following equation:

The dependent variable isthe vaue of exports, and GDP and population are included as two separate
measures of country Size. F; isforeign market access as calculated in section 3 above. t; represents
the internd geography of the country, and is measured empiricaly using the percentage of the population
living within 100km of the coast or rivers.

To capture the comparative costs of exporting in each country, ¢;, we use a measure of
inditutiona quality from the cross-country growth literature (see, for example Acemoglu et d. 2001 and
Knack and Keefer 1997). The measureis an index of the risk of expropriation of extent of property
rights protection from Holmes et a (1997), and has been extensvely used in the empirica growth
literature to measure indtitutiond quality, ‘socid infrastructure’, or ‘socid capability.” A higher vaue of
the index corresponds to better indtitutiona quality.

Wedsnindude afull set of dummiesfor the 9 geographica regions that control for unobserved
heterogeneity across regions in the determinants of export performance, including other unobserved
ingtitutions, features of technology, and characteristics of countries.

Before presenting estimates of equation (22), a number of points merit discusson. Firg, the
measure of Foreign Market Access (F) included on the right-hand Side as a determinant of countries
export performance has itsdf been congtructed from the export data. However, foreign market access
depends on market capacitiesin al other countries, weighted by bilateral trade costs (equation (7)).
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It is congtructed from the solution of a system of smultaneous equations for al countries' total exports
and tota imports, and any individua country’s exports enter this system of Smultaneous equations as
just one out of the 2N observations on exports and imports. To ensure that in practice shocks to an
individua country’ s exports are not driving our measure of foreign market access, we adso condruct for
eech country an dternative measure that completely excludes information on the own country’ s exports.,

In this dternative measure, F*, we exclude one country i a atime and solve the system of equations
in (7) to (10) for the N-1 other countries j * i (excluding information on country i’s exports to and
imports from these other countries). Thisyields measures of market capacity and supplier capacity in
al other countries j 1 i. The dternative foreign market access measure for country i’s is then
congiructed as the trade cost weighted sum of these market capacities. We repest the andysisfor al
countriesi T N. We use this as a robustness check, and the measure turns out to be very highly
correlated with the FMA measure of section 4.

Second, the income term, GDP;, may itself be endogenous. We consider two approachesto
this problem. Firgt, weimpose atheoretica redriction that (4, = 1, and take as the dependent variable
the export to incomeratio, Vi/GDP;. In this specification, we focus on the ability of the explanatory
variablesto explain variaion in the share of exportsin GDP. Second, we use lagged vaues of GDP;
for the independent variable. We begin by estimating equation (22) using the cross-section variaion
in the data and focus on thefind time period 1994/97. Here, the corresponding lagged income variable
is 1990-93.

Egtimation results are reported in Table 5. The firgt column gives our base specification, using
the lagged GDP varidble. As expected the coefficient on GDP is positive and highly sgnificant, dthough
aso dgnificantly less than unity, reflecting the fact thet large economies are less open than smaler ones,

This suggests that working with the ratio of exports to GDP as dependent variable would be
ingppropricte. The other Sze measure, population, isinggnificant.

Wefind a postive and satigticaly significant effect of both internd and externa geography in
determining exports. The coefficient on F is sgnificantly less than unity, indicating thet an increasein
FMA reduces supply capacity S0 increases exports less than proportionatdy. Thisisin line with the
theoretica discussion above, as the expansion in exports raises costs and prices in the sector. This
finding is aso consstent with the earlier work (Redding and Venables 2001) which shows that a higher
level of FMA is associated with higher wages®
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Findly, risk of expropriation has a negative and satisticaly significant effect on the trade ratio,
condstent with an important role for the protection of property rightsin determining countries ability to
export.

The second column of table 5 gives results for the specification with the export ratio taken as
independent varidble. CoefficientsonF and on t are smilar to those in the first column. However, the
population term becomes negative and significant, and the coefficient on ingtitutiona quaity becomes
andler and indgnificant. The fact that smaler economies tend to export lessis being captured by the
negative coefficient on population, and perhagps aso by negative corrdaion between indtitutiond quaity
(now with asmaller coefficient) and per capitaincome.

Columns 3 and 4 repesat the exercise with an aternative measure of market access discussed

above, F*. Sgnsand dgnificance levels are unchanged using this dternative varidble.

5.3 Effects by region

We use these econometric estimates to shed light on patterns of export performance across the 9
geographicd regions. To what extent are the divergent performances of these regions explained by this
model, and which of the independent varigbles are driving the performance of different regions?

The expected value of exports by region k relative to the expected vaue for the world,

Install Equation Editor and double-
click hereto view equation. , can be expressed as a linear function of regiond deviations in

Install Equation Editor and double-
click hereto view equation.

independent varigblestimes their estimated coefficients. Formally, regression equation (22) implies that,
where L isthe regiond dummy of equation (22), and remaining terms are the regiona contributions of

Install Equation Editor and double-
click hereto view equation.

the independent variables:

Install Equation Editor and double-
Thus, dlick hereto view equation. isregion k's average FMA, relaive to the world, times the

estimated coefficient on FMA. Terms & (t) and & (c) are the andagous measures for interna
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geography and inditutions, while size effects are combined in a, (a).
We illugtrate results for each region in figure 2, where values are based on the estimates given
in the first column of table 5, estimated for 1994-97. The first bar reported for each region, labelled

ax (V), isthe region’s export performance relative to the world average, once size effects have been

Install Equation Editor and double-
conditioned out. i.e.. click hereto view equation.

Remaining bars sum to thisfirg bar, snce they divide a, (V) into four components (see equation
(23)). Bars 3-5 give the contributions of market access, F, interna geography, t, and inditutions, c.
Theresdud, after controlling for these factors, isthe regiond dummy L, illustrated as the second bar
in each chart.

Whét do we learn from this decomposition? North America (including Mexico) has high trade
relative to the world, given itsincome and population. Thisis explained partly by relatively good market
access and partly by indtitutions. It is offset by rdatively poor interna geography leaving a subgtantia
unexplained resdud. Western Europe shigh leve of exportsis accounted for by a combination of good
market access, good internal geography and good ingditutions, leaving virtualy nothing to the residua
dummy variable. For Eastern Europe, the benefits of good market access and better than average
interna geography and indtitutions are not fully reflected in the actud leve of trade, leaving a large
negative regiond dummy. Thisis conggent with the ideathat the legacy of communism during the podt-
war period has had a long-lasting effect on Eastern Europe's exports, captured here in the regiona
dummy.

Sub-Saharan African has low trade volumes given itsincome level, and these are accounted for
by below average performance on al three measures, and some negative resdua. Although we are
able to explain some of the above average trade ratios in South-East ASa, there remains a subgtantial
positive resdud which in part is likely to be explained by the entrepot activities of Hong Kong and
Singapore. The outcome for Oceania combines low market access with good interna geography and
inditutions

5.4. 1994-97 vs 1982-85:
Figure 2 gives results for 1994-97, and in figure 3 we reproduce this information (the solid bars) and
aso give the comparable numbers for 1982-85. Thisinvolves re-estimating the export equation using
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data for this earlier period, and then decomposing changes just as we did on figure 2. Results of the
estimation are given in gppendix table A2, and are smilar to those for the later period.

Ingpection of figure 3 shows that the MENA region and the Other ASaregion experienced a
ubstantial deterioration of their performance in the latter period compared to the former. The
performance in the earlier period is not accounted for by the explanatory variables of the modd,
athough for MENA can be attributed to oil revenues. Sub-Saharan Africa aso experienced a
deterioration, attributable largdy to the rative deterioration of inditutions in SSA. Regions that
improved their performance include North America, South-East Asa, East Europe and Latin America

For Lain America and East Europe some of the improvement was due to an improvement in

ingitutiondl quality.

6. Concluding comments.
This paper examines the extent to which countries' export performance is determined by their externd
geography, their internd geography, and ther inditutional quaity. We firs undertook an exact
decomposition of export performance into externdly and interndly driven parts -- foreign market access
and supplier capacity respectively. A substantia part of the overal variation in export performanceis
accounted for by variation in foreign market access, and smilarly changesin FMA account for part of
countries export growth. Looking & this in regiond detail, North America and Western Europe
obtained important regiona effects which were absent in Sub-Saharan Africaand Other Asa
Remaining sections of the paper endogenised supply capacity, drawing out the combined roles
of market access, interna geography and inditutions. Resultsindicate that dmost dl of Sub-Saharan

Africa s poor export performance can be accounted for by the contribution of these variables.
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Tablel: Bilateral trade equation estimation (country, partner dummies)

In(X;) @ ¢ ) 4 ®) 6) ™
Obs 9981 9981 9981 9981 9981 9981 9981
Period 1970/73 197477 1978/81  1982/85  1986/90  1990/94  1994/97
In(dist;) 0831 086  -08%2  -0883  -0853 086  -0.866

(0.072) (0.062) (0.059) (0.061) (0.050) (0.050)  (0.046)

bord; 0532 0494 0483 0449 0528 0.607 0.688
(0.179)  (0.157) (0.154) (0.160)  (0.146)  (0.151)  (0.152)

Country dummies yes yes yes yes yes yes yes
Partner dummies yes yes yes yes yes yes yes
Estimation WLS WLS WLS WLS WLS WLS WLS
FO3y 96.56 106.83 12423 12843 172.00 198.71 212.87
Prob>F 0.000 0.000 0.000 0.000 0.000 0.000 0.000
R-squared 0.863 0.850 0.852 0.844 0.897 0.906 0.898
Root MSE 0.879 0.890 0.891 0.954 0.761 0.700 0.723

Notes: Huber-White Heteroscedasticity robust standard errorsin parentheses. In(X;) islog bilateral exportsfrom
country i to partner j plus one; In(dist;) is bilateral distance between countriesi and j; bord;; is adummy for whether
the two countries share acommon border. All specifications include exporting country and importing partner fixed
effects. To control for measurement error in bilateral trade flows that is correlated with the volume of trade,
observations are weighted by the product of country and partner GDP.



Table 2: Regional Sources of Export Growth, 1970/73-1994/97, Percentage Rates of Growth

Region Period Exports  Foreign  Supplier
Market Capacity

Access

Benchmark Periods 1-7 (70/73-94/97) 326.3% 106.5%  106.5%
Periods 1-4 (70/73-82/85) 104.4% 42.9% 42.9%
Periods 4-7 (82/85-94/97) 108.5% 44.5% 44.5%
North America Periods 1-7 (70/73-94/97) 288.99% 166.07% 110.86%
Periods 1-4 (70/73-82/85) 92.74% 59.42%  54.00%
Periods 4-7 (82/85-94/97) 101.82% 66.90%  36.92%
Latin America Periods 1-7 (70/73-94/97) 193.32% 110.82%  48.11%
Periods 1-4 (70/73-82/85) 90.17% 40.39%  43.45%
Periods 4-7 (82/85-94/97) 54.24% 50.17% 3.25%
\Western Europe Periods 1-7 (70/73-94/97) 269.37% 94.29%  96.82%
Periods 1-4 (70/73-82/85) 75.05% 33.02%  34.12%
Periods 4-7 (82/85-94/97) 111.01% 46.06%  46.75%
Eastern Europe Periods 1-7 (70/73-94/97) 187.43% 94.84%  39.62%
Periods 1-4 (70/73-82/85)  44.03% 33.95% 10.95%
Periods 4-7 (82/85-94/97)  99.56% 4545%  25.84%
Sub-Saharan Africa Periods 1-7 (70/73-94/97) 70.38% 86.44% -7.24%
Periods 1-4 (70/73-82/85)  54.18% 34.71% 10.80%
Periods 4-7 (82/85-94/97)  10.50% 38.40% -16.28%
N Africa and M East Periods 1-7 (70/73-94/97) 189.77% 102.82%  41.20%
Periods 1-4 (70/73-82/85) 245.48% 48.38% 135.71%
Periods 4-7 (82/85-94/97) -16.13% 36.69% -40.10%
SE Asia Periods 1-7 (70/73-94/97) 826.17% 146.35% 238.04%
Periods 1-4 (70/73-82/85) 233.67% 47.88% 119.01%
Periods 4-7 (82/85-94/97) 177.57% 66.59%  54.35%
Other Asia Periods 1-7 (70/73-94/97) 371.95% 117.80% 119.31%
Periods 1-4 (70/73-82/85)  76.45% 4574%  21.01%
Periods 4-7 (82/85-94/97) 167.48% 49.44%  81.23%
Oceania Periods 1-7 (70/73-94/97) 166.82% 104.30%  29.86%
Periods 1-4 (70/73-82/85) 48.35% 37.34% 7.89%
Periods 4-7 (82/85-94/97) 79.85%  48.75%  20.36%
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Notes: Regional variables are the sum of those for countries within a region. See Appendix A for the countries

included in each region.
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Table 3a Percentage Growth Contributions of Partner Regions to the FMA Growth of Each Exporting Region
Periods 1-7 (1970/73-1994/7)

FMA  North Latin Western Eastern Sub MENA South Other AsiaOceania
America America Europe Europe Saharan East Asia
Africa

North America 166.07% 141.42%  3.22%  9.53% 0.29% -0.43% 1.30% 9.82% 0.33% 0.59%
[Latin America 110.82% 59.11% 19.32% 13.99% 0.42% -0.86% 2.18% 14.93% 0.55% 1.19%
Western Europe  94.29% 15.49% 1.45% 61.91% 2.01% -0.53% 2.90% 10.15% 0.50% 0.41%
|[Eastern Europe 94.84% 14.38% 1.44% 60.67% 299% -0.57% 3.66% 11.21% 0.60% 0.45%
Sub-Saharan Africa 86.44% 27.24%  457% 23.79% 0.75% -2.44% 6.00% 23.84% 1.36% 1.34%
N Africa and M East102.82% 20.36%  2.35% 33.04% 1.08% -1.08% 23.91% 20.67% 1.65% 0.83%
South-East Asia  146.35% 19.10%  2.18% 13.04% 0.46% -0.72% 3.40% 104.67% 1.88% 2.34%
Other Asia 117.80% 21.29%  2.56% 19.43% 0.71% -1.02% 7.67% 58.39% 7.10% 1.67%
Oceania 104.30% 29.99%  5.13% 13.18% 0.44% -1.02% 3.22% 46.60% 1.26% 5.49%

Notes: a region’s Foreign Market Access (FMA) is the sum of the values of FMA for all countries within that region. Regional FMA growth
is decomposed into the percentage contributions of each partner region using equation (12). Regions are reported in row
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Table 3b Percentage Growth Contributions of Partner Regions to the FMA Growth of Each Exporting Region
Periods 1-4 (1970/73-1994/7)

FMA  North Latin Western Eastern Sub MENA  South Other  Oceania
America America Europe Europe Saharan East Asia Asia
Africa
North America 59.42% 51.56%  0.35% 2.36% -0.11% -0.22% 1.84% 3.22% 0.25% 0.18%
[Latin America 40.39% 27.89% 1.42% 3.17% -0.17% -0.48% 3.07% 4.72% 0.41% 0.36%
\Western Europe 33.02% 7.42% 0.01% 18.07% -0.27% -0.17% 4.20% 3.24% 0.40% 0.12%
|[Eastern Europe 33.95% 6.81% -0.00% 18.28% -0.35% -0.17% 5.22% 3.57% 0.48% 0.13%
Sub-Saharan Africa 34.71% 12.55% -0.06% 6.20% -0.25% -1.03% 8.58% 7.23% 1.08% 0.41%
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N Africa and M East 48.38% 9.50% -0.03% 10.32% -0.24% -0.32% 21.09% 6.45% 1.37% 0.25%
South-East Asia 47.88% 8.54% -0.12% 2.88% -0.19% -049% 4.82% 30.18% 1.39% 0.86%
Other Asia 45.74% 9.62% -0.12% 4.81% -0.25% -0.59% 10.73% 16.86% 4.13% 0.55%
Oceania 37.34% 13.10% -0.24%  2.32% -0.22% -0.81% 4.51% 15.30% 0.95% 2.43%

Table 3c Percentage Growth Contributions of Partner Regions to the FMA Growth of Each Exporting Region
Periods 4-7 (1982/85-1994/97)

FMA  North Latin Western Eastern Sub MENA  South  -Other Oceania
America America Europe Europe Saharan East Asia Asia

Africa




North America
[Latin America
\Western Europe
|Eastern Europe
Sub-Saharan Africa
N Africa and M East
South-East Asia
Other Asia

Oceania

66.90%
50.17%
46.06%
45.45%
38.40%
36.69%
66.59%
49.44%
48.75%

56.37%
22.23%
6.07%
5.65%
10.90%
7.32%
7.14%
8.01%
12.30%

1.81%
12.75%
1.08%
1.08%
3.44%
1.60%
1.56%
1.84%
3.91%

4.50%
7.71%
32.96%
31.65%
13.06%
15.31%
6.87%
10.03%
7.91%

0.25%
0.42%
1.71%
2.50%
0.75%
0.89%
0.43%
0.66%
0.48%
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-0.13%
-0.27%
-0.27%
-0.30%
-1.05%
-0.51%
-0.16%
-0.29%
-0.15%

-0.34%
-0.64%
-0.98%
-1.16%
-1.91%

1.91%
-0.96%
-2.10%
-0.94%

4.14%
7.27%
5.19%
5.71%
12.33%
9.59%
50.37%
28.50%
22.79%

0.05%
0.10%
0.08%
0.09%
0.21%
0.19%
0.33%
2.04%
0.23%

0.26%
0.59%
0.22%
0.24%
0.69%
0.39%
1.00%
0.77%

2.23%



Table 4. Bilateral trade equation estimation and within-region trade costs

(country, partner dummies)
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IN(X:)

Obs

Period

In(dist;)

bord;

Within N America
Within L America
Within W Europe
Within E Europe
Within Sub-Sahar. Africa
Within N Africa& ME
Within SE Asia
Within Other Asia
Within Oceania
Country dummies
Partner dummies
Estimation

FO
Prob>F

R-squared
Root MSE

(1
9981

1970/73
-0.669
(0.089)
0.778
(0.145)
-0.467
(0.289)
-0531
(0.233)
0565
(0.161)
1.038
(1.452)
-3913
(0.586)
2972
(0.658)
0852
(0.297)
-4.650
(1.637)
0929
(0.525)

yes
yes

WLS
114.70
0.000
0.868
0.864

(2
9981

1974/77
-0.690
(0.077)
0.659
(0.124)
0277
(0.271)
-0.278
(0.202)
0.642
(0.140)
-0.274
(1.750)
-4,067
(0.609)
-4.225
(0.595)
0.633
(0.272)
-0715
(0.751)
1,090
(0.429)

yes
yes

WLS
122.28
0.000
0.856
0.873

(3
9981

1978/81
-0.710
(0.076)
0578
(0.119)
-0.205
(0.281)
-0.168
(0.201)
0.732
(0.135)
3.424
(0.305)
-4.849
(0.609)
-4.903
(0.704)
0225
(0.265)
-0422
(0.962)
1.214
(0.431)

yes
yes

WLS
13548
0.000
0.859
0.869

(4
9981

1982/85
-0.779
(0.081)
0526
(0.120)
-0.333
(0.278)
-0.013
(0.209)
0657
(0.142)
4139
(0.280)
-5615
(0.525)
-4.257
(0.664)
-0.174
(0.293)
-0574
(0.773)
0.965
(0.339)

yes
yes

WLS
144.06
0.000
0.853
0.933

5
9981

1986/90
-0.704
(0.071)
0488
(0.112)
-0.019
(0.273)
0313
(0.191)
0811
(0.130)
4014
(0.261)
-5.200
(0.449)
-4.073
(0.683)
-0217
(0.223)
-0.860
(0.788)
1177
(0.289)

yes
yes

WLS
182.60
0.000
0.903
0.736

(6
9981

1990/94
-0.688
(0.075)
0416
(0.113)
0417
(0.327)
0626
(0.201)
0.876
(0.142)
2409
(0.212)
-1.485
(0.316)
-3631
(0.804)
0232
(0.219)
-0.356
(0.634)
1483
(0.290)

yes
yes

WLS
17311
0.000
0.912
0.677

(7
9981

1994/97
-0.740
(0.086)
0401
(0.118)
0543
(0.335)
0580
(0.240)
0.802
(0.172)
1.817
(0.256)
-1.334
(0.322)
-3381
(0.853)
-0.382
(0.230)
1278
(0.789)
1591
(0.390)

yes
yes

WLS
177.95
0.000
0.904
0.701

Notes: Huber-White Heteroscedasticity robust standard errors in parentheses. In(XX;;) islog bilateral exports from country i to partner j plus one; In(dist;)

is bilateral distance between countriesi and j; bord; is a dummy for whether the two countries share a common border. All specifications include

exporting country and importing partner fixed effects. Within N Americais a dummy that tekes the value 1 if both trade partners lie within North America

and zero otherwise. The other within-region dummies are defined analogously. Since the within-region dummies exploit bilatera information they are

separately identified from the country and partner fixed effects. To control for measurement error in bilateral trade flows that is correlated with the volume

of trade, observations are weighted by the product of country and partner GDP. To capture the effects of NAFTA, Mexico is included in the definition

of North America.
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Table 5: therole of internal geography, external geography, and ingtitutionsin determining
export performance, 1994-97.

Dependent Variable In(v) In(V/GDP) In(v) In(V/GDP)
Period 1994/97 1994/97 1994/97 1994/97
Observations 9% 9% 9% 9%
In(GDP(1991-93)) 0.734 0.730
(0.052) (0.051)
In(population) -0.038 -0.262 -0.025 -0.256
(0.057) (0.043) (0.057) (0.043)
In(F) 0.460 0479 0.342 0.298
(0.195) (0.205) (0.119) (0.127)
% Pop within 100km coast & rivers 0.581 0.416 0.596 0.441
(0.191) (0.061) (0.187) (0.199)
institutional quality 0.202 0.023 0.198 0.016
(0.062) (0.387) (0.061) (0.061)
Region Effects yes yes yes yes
Estimation oLSs oLS oLSs OoLS
F(1381)= F(1282)=7.732 F(1381)= F(12,82)=
137.6 142.2 1.747
Prob>F 0.000 0.000 0.000 0.000
R 0.957 0531 0.958 0531

Notes: Standard errorsin parentheses. Cols 1- FMA as computed in section 3. Cols4-5 FMA computed omitting

own country, F*.
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Appendix A :

Counties and regiond groupings asindicated in Table A1

Table Al : Country Sources of Export Growth and the Regional Concentration of Foreign Market Access

Growth, Panel A; Logarithmic growth rates.

Country Period e FMA Exports | Own Region Other Region
ENMA ENA
Canada 70/73-82/85% 2 7% 55 3% 58 (1% 69 4% 45%
82/85-94/97 2.4% 53.4% 55.9% 65.3% 5.3%
Mexicn 70/73-82/8% 140 5% | 3R30% 178 8% | 363% 10 4%
82/85-94/97 45.0% 50.2% 95.2% 48.8% 16.4%
LInited States 70/73-82/8% 42 2% 18 8% 61 0% 330 17 3%
82/85-94/97 32.1% 39.9% 72.1% 19.4% 29.7%
A rnontina TNI72_Q2/9R 2 004 2R R0~ 20 A0/ N R0/A 2Q R0/
82/85-94/97 34.3% 49.3% 83.7% 30.3% 33.5%
Ralivia 70/73-82/85% 12 6% 26 0% 3] 5% -1.6% 31904
82/85-94/97 -43.1% 46.6% 3.5% 24.8% 34.6%
Rravil 70/73-82/8% 72 2% 27 4% 90 K% -1 6% 331%
82/85-94/97 -6.9% 41.3% 34.5% 14.1% 37.1%
Chile 70/73-82/8% 17 0% 25 30 42 3% -2 0% 30 R%
82/85-94/97 60.9% 44.5% 105.4% 19.9% 36.2%
Colimhia 70/73-R2/8% 21 30k 3390 55 20k 3 30 37 1%
82/85-94/97 43.1% 38.3% 81.4% 11.7% 35.0%
CostaRica 70/73-82/85 4 6% 37 7% 42 3% 51% 40 7%
82/85-94/97 48.7% 37.5% 86.2% 8.3% 37.2%
Nominican 70/73-82/8% -105% | 40 4% 29 8% 2 7% 47 1%
Reoublic 82/85-94/97 73.6% 34.2% 107.7% 3.3% 37.4%
Feauador 70/73-82/8% a2 204 3310 195204 | 2004 37 2%
82/85-94/97 -8.5% 39.3% 30.8% 11.1% 37.0%
Fl Salvaror 70/73-R2/8% R0 | RAAA 7% 2 20 42 9%
82/85-94/97 -20.3% 39.4% 19.0% 8.6% 39.6%
Giiatemala 70/73-82/85% -0.2% 37.9% 37.0% 220 42 9%
82/85-94/97 -18.0% 44.7% 26.6% 7.3% 49.0%
Haiti 70/73-82/8% 1033% | 29A% 1 43% 2 20 46 3%
82/85-94/97 -167.0% | 36.4% -130.6% | 6.8% 37.2%
Hondiiras 70/73-82/8% 61% 26 A% 42 7% 210 42 1%
82/85-94/97 -46.0% 38.3% -1.7% 1.1% 38.9%
Jamaica 70/73-R2/8% -5AR0A | 40 R%A -16 0% 2 Q% 47 6%
82/85-94/97 3.6% 35.5% 39.1% 4.4% 38.3%
Nicarana 70/73-82/85% -734% | 2B.7% -3 7% 2 7% 41 7%
82/85-94/97 -27.8% 38.9% 11.2% 9.1% 38.6%
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Table Al : Country Sources of Export Growth and the Regional Concentration of Foreign Market Access
Growth, Panel B

Country Period B¢ FMA Exports [ Own Region Other Region
ENMA ENMA
Panama 70/73-R2/8% 16004 | 3R AYA 19 A% 1 R0 41 0%
82/85-94/97 6.0% 38.5% 44.5% 9.4% 37.7%
Perii 70/73-R2/8% 10804 | 20 4% 10 A% 1204 34 4%
82/85-94/97 -2.0% 43.1% 41.2% 17.7% 36.2%
Trinidad and 70/73-82/85% 34.0% 26 6% 70 5% 300 41 9%
Tobago 82/85-94/97 -74.3% 34.4% -39.9% 4.6% 36.5%
Urtinniav 70/73-82/8% 41 9% 14 4% 56 3% -6 4% 21 9%
82/85-94/97 -1.4% 62.7% 55.3% 58.5% 28.7%
Veneziiela 70/73-R2/8% 33 4% 26 20 69 A% 1.9% 41 8%
82/85-94/97 -38.6% 38.9% 0.3% 10.6% 37.0%
Arictria TNI72_9Q2/9R 2R Q0/~ 2R 104 R1 Q04 1R Q0/4 11 70/
82/85-94/97 46.2% 43.5% 89.8% 39.8% 14.7%
Relnilim 70/73-82/85% 11.1% 29 20 40 3% 24.Q% 9.0%
(indl L uxemboura) 82/85-94/97 37.4% 39.4% 76.8% 40.5% 7.8%
Nenmark 70/73-82/8% 20 4% 27 % A7 7% 19 A% 11 7%
82/85-94/97 29.6% 40.9% 70.5% 39.6% 10.9%
Finland 70/73-R2/8% 31 7% 26 7% 5R 4% 12 0% 18 A%
82/85-94/97 57.3% 34.1% 91.5% 23.6% 17.1%
France 70/73-R2/8% 24 R% 2% Q0 50 A% 18 0% 11 A%
82/85-94/97 35.8% 42.3% 78.2% 42.6% 10.1%
Germanv 70/73-82/85% 24 3% 24 9% 49 29% 14 5% 12 8%
82/85-94/97 31.7% 40.3% 72.1% 32.3% 17.3%
Greere 70/73-82/8% 50 204 3380 84.1% 15 4% 24.9%
82/85-94/97 18.4% 33.5% 51.9% 23.5% 16.4%
Ireland 70/73-R2/8% 70 4% 29 4% 00 R% 18 A0 15 A%
82/85-94/97 84.9% 37.4% 122.4% 32.1% 13.3%
Italv 70/73-R2/8% 24 9204 29 R0 64 0% 15 204 10 5%
82/85-94/97 47.9% 36.1% 84.0% 28.5% 15.0%
Netherlands 70/73-82/85% 27 Q% 27 9% 55 8% 21 5% 10.7%
82/85-94/97 17.5% 38.5% 56.0% 37.5% 9.5%
Narwav 70/73-82/8% 65 8% 27 6% 03 4% 15 0% 16 8%
82/85-94/97 20.4% 33.7% 54.1% 24.8% 15.2%
Portiinal 70/73-R2/8% 19 204 30 4% 51 A% 16 1% 22 204
82/85-94/97 81.5% 40.4% 121.9% 32.5% 17.3%
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Table Al : Country Sources of Export Growth and the Regional Concentration of Foreign Market Access
Growth, Panel C

Country Period B¢ FMA Exports [ Own Region Other Region
ENMA ENMA
Snain 70/73-R2/8% 69 KA 20 Ko 100004 | 151% 20 K%
82/85-94/97 77.1% 34.8% 111.9% 26.2% 15.5%
SQweden 70/73-R2/8% 5 Roh 29 204 34 7% 16 0% 17 9%
82/85-94/97 33.3% 34.0% 67.3% 24.3% 16.2%
Switzerland 70/73-82/85% 29104 27 6% 56 7% 20 5% 11 4%
82/85-94/97 36.1% 41.6% 71.7% 41.7% 9.8%
Tirkev 70/73-82/8% ]2 9 21 30 1142% | 11 8% 24.9%
82/85-94/97 62.6% 30.5% 93.1% 19.2% 16.5%
United Kinadom 70/73-R2/8% 31 204 32 A0 A2 9% 22 7% 15 8%
82/85-94/97 31.1% 30.1% 61.2% 22.0% 13.1%
Alhania TNI72_9Q2/9R R1 204 21 20/ Q2 R0A N N0/A 2R R0A
82/85-94/97 -57.0% 31.7% -25.3% 1.3% 36.0%
Rilaaria 70/73-82/85% 2290 30 4% 54 3% -0.7% 36.3%
82/85-94/97 -9.8% 35.9% 26.1% 3.0% 40.2%
C7echnsnlvakia 70/73-82/8% 2 8% 27 1% 29 9% -0 5% 31 A%
82/85-94/97 57.4% 43.5% 100.9% 2.9% 51.6%
Hinnary 70/73-R2/8% 12006 | 29 90 18 0% -0 A% 35 RoA
82/85-94/97 36.9% 34.7% 71.7% 3.3% 38.2%
Pnland 70/73-R2/8% 0 4% 27 0% 26 R% -0 2% 31 RoA
82/85-94/97 45.6% 40.3% 86.0% 1.8% 47.8%
Romania 70/73-82/85% 39.0% 32.0% 71 1% 01% 37 6%
82/85-94/97 -33.8% 32.5% -1.4% 2.4% 35.9%
A nnnla TNI72_.Q2/QR 12 70/~ 2R R0/ AN 20/ -2 Q0/~ 22 20/
82/85-94/97 -12.9% 34.1% 45.1% -1.9% 39.9%
Renin 70/73-R2/8% 4.7% 21 0% 35 7% 2104 33904
82/85-94/97 -6.2% 27.8% 21.7% -4.9% 37.0%
Camernan 70/73-R2/8% 03 204 21 8% 19500 | 2704 3R 7%
82/85-94/97 -76.5% 27.5% -49.0% -5.1% 36.7%
Cated' lvaire 70/73-82/85% 26 4% 28 K0 54 8% -1 5% 34 5%
82/85-94/97 -25.9% 33.0% 7.0% -1.1% 40.1%
Fthionia 70/73-82/8% -41 9% | RR00%A -6 3% -0 8% 42 7%
82/85-94/97 -35.3% 30.5% -4.8% -0.9% 36.5%
Gahon 70/73-R2/8% Q9 204 20 19 129204 | 0% 349
82/85-94/97 -17.8% 30.0% 12.2% -3.5% 38.4%
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Table Al : Country Sources of Export Growth and the Regional Concentration of Foreign Market Access
Growth, Panel D

Country Period B¢ FMA Exports [ Own Region Other Region
ENMA ENMA
Ghana 70/73-R2/8% -72.004 | 20 6% -41 A% 1 50 34 9%
82/85-94/97 30.0% 30.3% 60.3% -3.3% 38.6%
Giiinea 70/73-R2/8% /% 4% 28 Q0 1143% | -100 3R 4%
82/85-94/97 -26.5% 33.5% 7.0% -1.2% 41.0%
Kenvz 70/73-82/85% 26 20 211% 57 2% -1 8% 3] 90
82/85-94/97 -13.8% 32.5% 18.7% -0.5% 38.9%
M adanascar 70/73-82/8% -A77% | 20920 176% | -15% 36 7%
82/85-94/97 -70.0% 35.5% -34.5% 0.0% 42.6%
M al awi 70/73-R2/8% 18 8% 26 A% 45 4% -R A% 3400
82/85-94/97 -20.1% 34.1% 14.0% 0.3% 40.4%
Mali 70/73-R2/8% 214 3% | 2190 -1R30% | 0504 3R 1%
82/85-94/97 -13.3% 32.6% 19.3% -1.3% 39.9%
Matrritins 70/73-82/85% 31 5% 21.00% 62 5% -1 5% 37 7%
82/85-94/97 68.0% 36.3% 104.3% -0.5% 44.2%
Mazamhiatie 70/73-82/8% 138 7% | 2430 -1145% | -3 5% 30 9%
82/85-94/97 -84.0% 36.3% -47.7% 4.1% 39.6%
Niceria 70/73-R2/8% 79 9% 20 204 110004 | -1004 3R 2%
82/85-94/97 -68.2% 33.0% -35.2% -0.7% 39.7%
Senenal 70/73-R2/8% 15004 | 20 A% 15 A% -1 3% 37 1%
82/85-94/97 -65.4% 34.2% -31.2% -0.9% 41.6%
Sauth Africa 70/73-82/85% -6.4% 29 4% 23.0% -1.2% 35 4%
82/85-94/97 28.7% 36.9% 65.5% -0.5% 45.1%
Siidan 70/73-82/8% -5A 6% | RR90A -187% | -08% 44 1%
82/85-94/97 -111.3% | 29.9% -81.3% -0.5% 35.4%
Tanzania 70/73-R2/8% -66 304 | 29 AYA RAT7% | -2 3% 3R R%
82/85-94/97 -35.0% 33.5% -1.5% 0.0% 39.7%
[ laanda 70/73-R2/8% -6R R0 | 20104 -RR A% | -1 8% 37 0%
82/85-94/97 -32.1% 31.8% -0.3% -0.6% 39.0%
7aire 70/73-82/85% 41 6% | 2R8% -128% | -09% 34.3%
82/85-94/97 -78.1% 32.1% -46.0% -1.3% 39.2%
7amhia 70/73-82/8% -1136% | 28 6% -8R 0% | -08% 339%
82/85-94/97 -68.0% 34.6% -33.4% 1.6% 39.8%
7imhahwe 70/73-R2/8% 148 4% | 21 704 170006 | -AR% 31 1%
82/85-94/97 18.0% 34.4% 52.4% 17% 39.3%
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Table Al : Country Sources of Export Growth and the Regional Concentration of Foreign Market Access
Growth, Panel E

Country Period B¢ FMA Exports [ Own Region Other Region
ENMA ENMA
Alneria 70/73-R2/8% 111% | 21 5% 142 7% | 57% 31 4%
82/85-94/97 -72.9% 34.1% -38.7% 0.4% 40.3%
Favnt 70/73-R2/8% A1 9% 33 R0 Ok R% 13 8% 26 4%
82/85-94/97 -45.8% 33.9% -11.9% 0.4% 36.2%
Iran 70/73-82/85% 84 0% 39 8% 12380 | 188% 30.0%
82/85-94/97 -70.2% 32.0% -38.2% -2.9% 40.7%
Israel 70/73-82/8% 26 9% 46 8% 73 7% 34204 25 KA
82/85-94/97 83.7% 21.0% 104.7% -1.5% 30.9%
Jordan 70/73-R2/8% 141 7% | 3R 4% 180204 | 26 9% 20 0%
82/85-94/97 -22.4% 41.0% 18.6% 24.4% 26.4%
Kinwait 70/73-R2/8% -6 0% 54 30 48 3% 44 9% 27 20k
82/85-94/97 -91.9% 20.1% -71.8% -8.8% 31.0%
I ehanon 70/73-82/85% 56004 | 4199 -141% 27 6% 24 A%
82/85-94/97 -54.3% 30.0% -24.3% 4.0% 31.1%
Moracen 70/73-82/8% R 204 32 4% 40 6% 6 A 31 8%
82/85-94/97 16.5% 33.9% 50.4% -1.9% 42.3%
Oman 70/73-R2/8% 93 (% 49 A% 142 4% | 3R 8% 30 0%
82/85-94/97 -20.4% 32.1% 11.6% 3.0% 34.8%
Sandi Arahia 70/73-R2/8% 103504 | 3580 120204 | 15104 27 8%
82/85-94/97 -81.2% 35.1% -46.1% 3.7% 38.3%
Quria 70/73-82/85% 72 8% 34 6% 107 5% | 185% 22 Q0
82/85-94/97 8.0% 35.6% 43.6% 9.6% 33.1%
Tinisia 70/73-82/8% 85 204 32 6% 11784 | 78% 30 7%
82/85-94/97 46.9% 29.7% 76.7% -2.3% 36.9%
United Arah 70/73-R2/8% 180 8% | 49 4% 23020h | R49% 29 (%
Emirates 82/85-94/97 -32.2% 23.4% -8.8% -7.8% 34.2%
r~amhndia TNI72_9Q2/9R _2172 20/~ 22 70/ _270 R0~ 22 N0/ 1R A0/
82/85-94/97 349.3% 61.5% 410.8% 69.7% 15.3%
China 70/73-82/85% 91 Kok -38 Y% 1201% | 31.3% 15.7%
82/85-94/97 112.6% 48.8% 161.4% 48.0% 14.9%
Hana K ona 70/73-82/8% ]2 204 3R A% 120804 | 29 3% 17 8%
82/85-94/97 104.4% 51.5% 155.9% 51.2% 16.1%
Indonesia 70/73-R2/8% 136 60 | 37 704 1743% | 27 1% 18 7%
82/85-94/97 -4.9% 49.3% 44.5% 46.0% 17.8%
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Table Al : Country Sources of Export Growth and the Regional Concentration of Foreign Market Access
Growth, Panel F

Country Period B¢ FMA Exports [ Own Region Other Region
ENMA ENMA
Janan 70/73-R2/8% 65 0% 37 4% 102 4% | 19 4% 26 0%
82/85-94/97 10.3% 53.1% 63.4% 44.9% 25.2%
Karea Renihlic of | 70/73-82/85 153006 | 4110 10419 | 35 30% 15 A%
82/85-94/97 75.8% 36.8% 112.6% 30.4% 14.1%
Malavsia 70/73-82/85% 68 3% 4R 4% 116 6% | 47.0% 15 3%
82/85-94/97 62.0% 62.8% 124.9% 75.1% 12.3%
Paniia New 70/73-82/8% 60 5% 33904 04 A% 20 0% 20 4%
Guines 82/85-94/97 31.8% 40.8% 72.6% 28.2% 22.1%
Philinnines 70/73-R2/8% 22 30k 3R R0 61 1% 30 204 17 2%
82/85-94/97 49.6% 47.6% 97.2% 44.8% 16.2%
Sinnanare 70/73-R2/8% 104% | 37 4% 147 8% | 27 9% 17 5%
82/85-94/97 80.4% 55.4% 135.8% 58.0% 16.0%
Taiwan 70/73-82/85% 1103% | 431% 15350 | 3720 16.7%
82/85-94/97 61.6% 49.7% 111.3% 49.5% 14.8%
Thailand 70/73-82/8% 75 0% 26 6% 111 6% | 243% 19 9%
82/85-94/97 119.4% 47.6% 167.0% 43.6% 17.3%
Viet Nam 70/73-R2/8% 300%4 20 R0 43 7% 21 0% 17 9%
82/85-94/97 224.5% 53.5% 278.0% 55.0% 15.7%
R annl adach TNI72_Q2/9R QA 20/~ 27 N0/ 121 RO/~ 2 70/ A1 RO/A
82/85-94/97 76.2% 42 7% 118.9% 2.1% 51.2%
India 70/73-82/85% 18 5% 37.3% 55 7% 2 7% 42 5%
82/85-94/97 64.0% 39.4% 103.4% 1.1% 47.2%
Nenal 70/73-82/8% -2 8% 37 5% 34 7% 4 6% 40 9%
82/85-94/97 76.3% 43.1% 119.4% 2.5% 51.4%
Pakistan 70/73-R2/8% 12 A% 30 304 51 0% 5 R0 42 4%
82/85-94/97 44.0% 36.2% 80.2% 3.6% 40.1%
Si | anka 70/73-R2/8% 6 /0% 26 A% 4R 4% 2 R0A 40 6%
82/85-94/97 42.1% 39.4% 81.5% 0.5% A7.7%
Arictralia TNI72-Q2/9R Q Q0/ 22 N0/ AN Q0/ N RO/ 27 10/
82/85-94/97 18.7% 40.5% 59.2% 0.6% 49.3%
New 7ealand 70/73-82/8% 2 8% 31 50 34.9% 4.9% 30 8%
82/85-94/97 17.7% 39.0% 56.7% 3.8% 43.9%

Notes: columns (3)-(5) of the table are based on equation (9) and report logarithmic rates of growth for each country. Column
(3) isthe rate of growth of supplier capacity (SC); Column (4) isthe rate of growth of foreign market access (FMA); Column
(5) istherate of growth of exports. The rates of growth of supplier capacity and foreign market access sum to the rate of growth
of total exports. Columns (6) and (7) are based on equation (11). Column (6) reports the contribution of a country’s own region
FMA growth, while Column (7) gives the corresponding contribution of other region FMA growth. Note that, since Columns
(6) and (7) are percentage rates of growth (?X/X) while Column (4) is a logarithmic rate of growth (2An(X)), the final two

columns do not sum exactly to Column (4). See Appendix A for details of the 9 geographical regions.
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Table A2: theroleof internal geography, external geography, and ingtitutionsin determining
export performance, 1994-97, 1982-85.

In(V) In(v)
1994-7 1982-85
Observations 9%5 9%
In(GDP(lagged)) 0.734 0.802
(0.052) (0.070)
In(population) -0.038 0.140
(0.057) 0.075
In(F) 0.460 0473
(0.195) (0.250)
% Pop within 100km coast 0581 0.501
& rivers
(0.191) (0.239)
institutional quality 0.202 0.04
(0.062) (0.044)
Region Effects yes yes
Estimation OoLS OoLS
F(1381)=137.6  F(1381)=
70.998
Prob>F 0.000 0.000
R 0.957 0.919

Notes: Standard errorsin parentheses.
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1. Beginning from initid vauesfor m,, s, FMA;, and FSA; we repestedly solve the system of four
equationsin (7)-(8) for al N countries. Irrepective of initid conditions, the system rapidly converges
to unique equilibrium values of m;, 5, FMA;, and FSA.

2. This specification is more generd than the standard gravity model, in which country and partner
dummies are replaced by income and other country characterigtics. In particular, the importer partner
dummy cgpture variation in the manufacturing priceindex G that is adeterminant of market capacity m,
and this specification thus controls for what Anderson and van Wincoup (2000)n term ‘mulltilatera
resstance.’

3. Assuming that the monopolistic competition framework is the gppropriate one, it is possible to back
out some rough estimates of key parameters. Redding and Venables (2001) find that the eaticity of
wages with respect to market accessisaround 0.3. Table xx suggests that the eadticity of the vaue of
exports with respect to market access is around 0.45.  Subtracting these, the eadticity of export
quantities is around 0.15, implying an eadticity of wages with respect to export volumes of 2 (=
0.3/0.15). .



