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Wklv sdshu dqdo|}hv wkh h�hfwv ri glvwdqfh dv d frpprq ghwhuplqdqw ri

h{sruwv dqg IGL lq d wkuhh idfwruv Qhz Wudgh Wkhru| prgho dvvxplqj wkdw

glvwdqfh d�hfwv erwk sxuh wudgh frvwv dqg sodqw vhw0xs frvwv1 H{sruwv dqg

IGL duh qrw qhfhvvdulo| vxevwlwxwhv zlwk uhvshfw wr glvwdqfh vlqfh wkh suh0

glfwhg vljq ghshqgv rq lwv lpsruwdqfh iru �{hg sodqw vhw0xs frvwv uhodwlyh wr

wudqvsruwdwlrq frvwv1 Iru wkh hpslulfdo vshfl�fdwlrq/ zh vxjjhvw wkdw wkh lp0

sdfw ri glvwdqfh lv prvw dssursuldwho| dqdo|}hg lq d Kdxvpdq0Wd|oru VXU

prgho/ zklfk doorzv wr hvwlpdwh wkh sdudphwhuv ri wlph0lqyduldqw yduldeohv

dqg frphv xs zlwk frqvlvwhqw hvwlpdwlrq uhvxowv1 Lq rxu dssolfdwlrq/ rxwzdug

IGL lv qhjdwlyho| d�hfwhg e| glvwdqfh zkloh lwv h�hfw rq h{sruwv lv lqvljql�0

fdqwo1 Wkh| duh frpsohphqwdu| zlwk uhvshfw wr wkh wlph0lqyduldqw xqrevhuyhg

idfwruv dqg dovr zlwk uhvshfw wr wkh pdmrulw| ri wkh h{rjhqrxv revhuyhg gh0

whuplqdqwv1

Nh| zrugv= Pxowlqdwlrqdov> Qhz wudgh wkhru|> Sdqho hfrqrphwulfv

MHO fodvvl�fdwlrq= F66> I45> I56

�Dxvwuldq Lqvwlwxwh ri Hfrqrplf Uhvhdufk/ Duvhqdo/ Remhnw 53/ S1R1 Er{ <4/ D0
4363 Ylhqqd/ Dxvwuld1 Skrqh= .76040:<;0593407:8> H0pdlo= Shwhu1HjjhuCzlir1df1dw/ dqg
Plfkdho1Sid�hupd|uCzlir1df1dw
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Figure 1a: Exports and a Change in Distance

Figure 1b: Outward FDI and a Change in Distance
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Table 1: The Comparative Statics for Exports and FDI

Exports (E) FDI (F)
Relative bilateral GDP +
Sum of bilateral GDP + +
Similarity in country size +
Relative physical capital endowment - +
Relative human capital endowment + +
Relative labor endowment + -
Distance:
     high ρ + -
     medium ρ - - 
     low ρ - +



Table 2: Panel Regression Results for Bilateral Exports (Real Figures and Variables in Logs)

Within Hausman-Taylor Hausman-Taylor Within Hausman-Taylor Hausman-Taylor

Independent Variables1)
SUR SUR

Distance - -0.234 -0.033 - -2.386 ***) -4.309 ***)

- (0.205) (0.202) - (0.511) (1.349)

Relative bilateral GDP - - - 0.834 **) 0.853 ***) 1.026 ***)

- - - 0.334 0.291 0.300

Sum of bilateral GDP 2.533 ***) 2.340 ***) 1.998 ***) 4.481 ***) 4.166 ***) 4.547 ***)

(0.199) (0.151) (0.154) (0.608) (0.531) (0.575)

Similarity in country size 0.783 ***) 1.107 ***) 1.017 ***) - - -

(0.127) (0.107) (0.109) - - -

Relative physical capital endowment -0.237 ***) -0.298 ***) -0.204 ***) 0.066 0.005 0.158

(0.084) (0.082) (0.073) (0.300) (0.278) (0.281)

Relative human capital endowment -0.106 **) -0.126 **) -0.115 **) -0.736 ***) -0.671 ***) -0.705 ***)

(0.052) (0.053) (0.053) (0.165) (0.155) (0.156)

Relative labor endowment 0.193 ***) 0.175 ***) 0.151 ***) -0.397 ***) -0.309 **) -0.342 ***)

(0.046) (0.045) (0.045) (0.146) (0.124) (0.131)

Exporter viability of contracts -0.248 **) -0.316 ***) -0.199 **) -0.098 -0.020 -0.116

(0.098) (0.106) (0.101) (0.312) (0.304) (0.303)

Importer viability of contracts 0.391 ***) 0.049 0.387 ***) -0.125 -0.066 -0.104

(0.073) (0.033) (0.074) (0.234) (0.228) (0.227)

Exporter rule of law 0.168 **) 0.232 ***) 0.190 ***) 0.123 0.165 0.067

(0.075) (0.078) (0.074) (0.232) (0.212) (0.216)

Importer rule of law 0.107 **) -0.016 0.097 *) -0.001 0.060 0.020

(0.049) (0.020) (0.051) (0.156) (0.152) (0.151)

Constant -49.216 ***) -40.560 ***) -33.540 ***) -105.730 ***) -79.554 ***) -77.307 ***)

(5.386) (4.138) (4.157) (16.629) (15.317) (18.446)

Observations 1682 1682 1682 1682 1682 1682

R2
0.99 0.98 0.98 0.97 0.86 0.62

Time effects: F(11, 1386) 1.73 *) 1.41 1.47 5.77 ***) 6.67 ***) 6.45 ***)

Bilateral effects: F(275, 1386) 110.62 ***) - - 87.08 ***) - -

Hausman test: χ2(20) 163.60 ***) - - 118.83 ***) - -

Overidentification: χ2(?) - 2.57 - - 1.96 -

Canonical correlations - 0.61 0.62 - 0.67 0.78

1) Standard errors in parantheses. ***) significant at 1%; **) significant at 5%; *) significant at 10%;

Real bilateral exports Real bilateral stocks of outward FDI


