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Table 1: First-step and Second-step Gravity Model Regression Results

First stepa): Fixed effects Second stepb): OLS GLS
Explaining variables Explaining variables

Exporter GDP 1.3680 ***) Distance -0.0689 **) -0.0657 *)

(0.0802) (0.0339) (0.0340)

Importer GDP 0.9732 ***) Common language 0.2610 0.2624

(0.0802) (0.6829) (0.6823)

Exporter population -3.7025 ***) Common border 1.2228 ***) 1.2051 ***)

(0.6754) (0.4591) (0.4590)

Importer population 1.7513 ***)

(0.6754)

Observations 616 Observations 616 616
Cross-sections 56 Cross-sections 56 56

Adjusted R2 0.9962 Adjusted R2 0.0151 0.0145
Time effects: F(10,546) 2.64
Bilateral effects: F(55,546) 727.83

Hausman test: χ2(14) 32.67
a) All variables in logs. Dependent variable is log of real bilateral exports. - b) Dependent variable is fixed effects
parameters from first stage regression. Distance is defined as the log of miles between capitals (compare Egger,
2000).
Standard errors in parentheses. ***) significant at 1%; **) significant at 5%; *) significant at 10%.


