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ABSTRACT OBJECTIVE AND CONTRIBUTION METHODOLOGY

This study examines the relationship between trade and potential The objective of this study is to test whether there is a relationship
determinants: GDP, FDI, unemployment rate in Spanish provinces while between a specific provincial trade and three factors: the GDP per
incorporting spatial dependence. This methodological paper contributes to capita, the international foreign direct investment (FDI), and the DATA g Global Moran’s |
the literature because it evaluates trade at a more disaggregated level and unemployment rate of the province and its neighbors while including . . -
, _ . . . Test spatial autocorrelation | under randomization
includes FDI to explain the trade pattern. The research concludes that: (1) the spatial dependence with the trade flow of the provincial
Only considering GDP and unemployment rate; increase in economic growth neighbors. . It significant, verify first if there is

: : : : - - - - , consider spatial dependence in the explanatory
or a decrease in unemployment rate could motivate trade in the province; This paper contributes to the literature in several aspects:

neighbor provinces could decrease the exports of the province because it level of heterogeneity.
makes its rivals more productive and competitive. (2) The analysis also includes the impact of the provincial neighbors
using an extension of the gravity model.

If this is the correct
Lagrange Multiplier
LM Test WHITE CORRECTION FOR
ROBUST STANDARD ERRORS

variables
i i i il i it] i 1) We will include the impact at a more disaggregated level: the .
likewise trade of the neighbors will mcrea.se.the competition, YVhICh could (1) Ve | p ggregate . Reference OLS model Cross-regressive model
decrease the province sales. (2) If FDI is included, FDI received by the provincial level, which has been unexplored and contains a higher
N specification but not
-\ / homoscedastic then use
Spatial error Spatial lag-error
model model
GENERALIZE MOMENT

RELEVANCE OF THE TOPIC

DATABASE

International flows of commodities and products between countries
represent a significant portion of the world GDP. The two channels are trade
and foreign direct investment (FDI) (Laurin, 2012).

The Spanish economy became one of the receptors of foreign investments

Spatial lag
model

If one of the spatial models
above is the correct but it is

Income ESTIMATOR WITH WHITE ,
and also a potential trade partner because its closeness to several regions of CORRECTION nothomoscedastic then use
Europe and North Africa. However, despite the economic growth of the Trade flows il Dependent variable: In(Export per capita).
country, not all the provinces receive this internalization of productivity Unemployment
growth with the same intensity. N4
At a national level, heterogeneity in trade has been intensively explored in Intercept L g ik 0.97 £ g7 <0.001
the recent years in terms of cross-country heterogeneity and its relationship | A In(GDP per capital 071+ 037 o 0056
with trade (Rodrik, 2007). However, there is not any empirical study that \C rintereg Nacional de | | | |
focuses on the evaluation of the trade pattern inside a national perspective " Estadistica Unemployment rate -16.16 *** 4.46 -3.62 <0.001
(i.e. interprovincial trade), which expresses the internal variation of trade o o ®: W _In(FDI per capita) - 0.03 ** 0.01 998 0.027
within a nation, whereby the trade of a province could depend on the trade
flow of the partners and its geographical location and characteristics. ECONOMIC MODEL & represents the spatial parameter for FDI.

Significance star codes: 0 '"***'0.01 '"**'0.05'*'0.1"'"'1

The model is based on Helpman et al. (2004) for heterogeneous firms.
We first obtain the ratio of the revenues from exports and FDI (SXI): RESULTS AND CONCLUSIONS
INTERNATIONAL VS. PROVINCIAL TRADE P (SX1) . . . .
” : : bParam:tleL of the Pareto In our methodological study we found that the model is consistent with
. . . _ Kk N | | _
The study of the intraregional effects is different beca.use. . ory e f—f 1 G » fl}:’;;::;:rr;c(:ﬁxaedt):rcost o exort, FD trade and financial theory between countries:
Generally transportation cost P;“’";':‘:rise :tre lcjgr(?terglthetrr:::e?gz B fy Te1-—1 T T:ans:p.orta:ionbco.st | * The exports per capita of each province could increase if there is an
is larger between nations m iolitical ffederal laws apely for all £: Elasticity of substitution economic expansion (higher GDP per capita) of the province. However,
than rei'.?.ns eSpec'altl)Y 'ft”;e e |the provinces which does not Multiplying by revenues from FDI. We obtain the following relation: it could decrease if there is higher own unemployment rate.
COMMOGBILES are SUBJECL Y source: carroll Ihannen in the relation between  Additionally, the results of this model shows that the FDI received by
_source:The tariffs Connection countries Exports = f(7,¢,k, f;, fx, FDI||GDP, POP)
esume empate

, _ o the neighbor provinces could decrease the exports of the province.
Transportation cost depends on distance which is represented by the

(™ @ . . . One of the explanations of this behavior is that receiving direct

. C,; H There is free trade between all spatial We'f?ht, matrix. We use unemployment ds a proxy: for. k. investment from other countries could increase the productivity in

& ﬂ”" j> There are natural barriers the provinces inside the Consumers inside the country have the same elasticity of substitution. that province. Thus, the province becomes more competitive in

!h : |a?,etween Czunt|”es such as country - which  eliminate We assume.no entry costs beca?use WE are ata.1 national level. Allowing comparison to their neighbors. This motivates the province to export
guage and cultural aspects| potential trade barrier effects differences in GDP and population, our model is as follow: . .

Source: Knektion Carrol (Falvey and Foster, 2012) / ' (Diaz, 2001; Nocke and Yeaple, 2007), therefore this could decrease

Connection Exports = f(Distance, Unemployment, FDI, GDP, POP) the quantity traded by the rival neighbors and vice versa.




