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Aid for Trade Effectiveness: 
Complementarities with 
Economic Integration
Mariana Vijil

Abstract
Developing countries are increasingly using regional integration as a main policy 
lever when pursuing a trade-led growth strategy, and today, ‘deep’ preferential 
trade agreements go beyond trade policy negotiations and cover trade facilitation 
issues. Since aid for trade (AfT) has been recognized as a powerful instrument for 
increasing developing countries’ trade capacity by targeting internal trade costs, 
this paper tests whether complementarities exist between this type of aid and 
economic integration using a gravity model on panel data for the period 1995 
to 2005. Results indicate that AfT, when combined with economic integration, 
has been effective in increasing trade flows. Both South-South and North-South 
trade flows have benefited and the combination of the two instruments has been 
particularly effective in expanding the South’s exports to the North. Finally, when 
breaking down AfT into categories, assistance to trade-related institutions seems 
to generate the strongest complementarities with economic integration. 

Key words: Aid for Trade, Gravity Model, Preferential Trade Agreement, Integration, Trade Facilitation
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 1995-2005  

Ln (     ) Total sample 

 

North-South South-

South 

Column (1)   (2) (3) (4) (5) (6) (7) 

 OLS OLS LSDV Within LSDV LSDV LSDV 

        

Integration_ij 0.244*** 0.211*** 0.161*** 0.0618*** -0.0122 0.0194 0.314*** 

 (0.0169) (0.0176) (0.0188) (0.0163) (0.0203) (0.0394) (0.0498) 

Ln(AfT_i)  0.0242***      

  (0.00817)      

Ln(AfT_j)  0.0356***      

  (0.00779)      

Ln(AfT_i)* 

Integration_ij 

    0.0298*** 0.0115** 0.0118** 

     (0.00292) (0.00568) (0.00499) 

Ln(AfT_j)* 

Integration_ij 

    0.00737*** 0.0123*** -0.00841* 

     (0.00280) (0.00447) (0.00502) 

        

Observations 95,280 95,280 105,617 105,473 105,617 48,021 47,566 

Number of pairs  12,010 12,010 13,438 13,415 13,438 6,326 7,217 

Pair  FE No No No Yes No No No 

Exp. *time &    

Imp.*time FE 

No No Yes Yes Yes Yes Yes 

Time dummy Yes  Yes Yes Yes Yes Yes Yes 

R-squared 0.686 0.688 0.760 0.161 0.762 0.798 0.678 



  

 1995 – 2005  2000 - 2009  

Ln (     ) Baseline 

specification 

(T.1, col. 5) 

FTA and 

deeper 

integration 

Disbursement      

             
 

5 years 

lag 

Integration 

(Regolo, 

2013) 

Column (5) (1) (2) (3) (4) (6) 

 LSDV 

       

Integration_ij -0.0122 -0.159** -0.00407 -0.0156 0.00273 -0.00352 

 (0.0203) (0.0688) (0.0204) (0.0206) (0.0305) (0.00316) 

Ln(AfT_i)* 

Integration_ij 

0.0298*** 0.0977*** 0.0312*** 0.0276*** 0.0121*** 0.00144*** 

 (0.00292) (0.0104) (0.00310) (0.00301) (0.00370) (0.000451) 

Ln(AfT_j)* 

Integration_ij 

0.00737*** 0.0495*** 0.00625** 0.00932*** 0.00632* 0.00135*** 

 (0.00280) (0.00965) (0.00301) (0.00286) (0.00332) (0.000441) 

L5_ 

Integration_ij 

    -0.00496  

     (0.0319)  

L5_Ln(AfT_i)* 

Integration_ij 

    0.0192***  

     (0.00437)  

L5_ 

Ln(AfT_j)* 

Integration_ij 

    0.00269  

     (0.00387)  

       

Observations 105,617 105,617 105,617 95,280 58,643 29,797 

Number of pairs  13,438 13,438 13,438 12,010 12,488 3,281 

Pair  FE No No No No No No 

Exp. *time &    

Imp.*time FE 

Yes Yes Yes Yes Yes Yes 

Time dummy Yes Yes Yes Yes Yes Yes 

R-squared 0.762 0.761 0.761 0.475 0.768 0.867 

1 US$ AfT  7 US$ Exp.     



 

Ln (     ) 1995-2005 

Institutions Infrastructure Production 

(1) (2) (3) 

LSDV 

    

Integration_ij 0.0368* 0.0142 0.0620*** 

 (0.0193) (0.0203) (0.0200) 

Ln(AfT_i)*Integration_ij 0.0319*** 0.0300*** 0.0255*** 

 (0.00330) (0.00306) (0.00279) 

Ln(AfT_j)*Integration_ij 0.0176*** 0.00745*** 0.00558** 

 (0.00292) (0.00285) (0.00275) 

    

Observations 105,617 105,617 105,617 

Number of pairs  13,438 13,438 13,438 

Pair  FE No No No 

Exp. *time &   Imp.*time FE Yes Yes Yes 

Time dummy Yes Yes Yes 

R-squared 0.761 0.761 0.761 

                                                           

 



 

 

                                                           



 

 



Variable Obs. Mean Std. Dev. Min Max 

      

Bilateral exports (thousand 

US$) 

105 617 339 340.5 3 644 305 1 2.82e+08 

      

AfT (thousand US$) 105 617 105 597.2     307 060.9    0 4 589 134 

      

AfT by category:      

Institutions 105 617 10 461.92     68 722.51           0 1 657 733 

Infrastructure  105 617 60 222.34 215 491.6 0 3 236 803 

Production  105 617 34 912.57     105 327.4           0 1 351 560 

      

 

Increasing 

Level of 

integration  

t=1995 t=2000 t=2005 

Nb pairs 

Value share 

in  world 

trade  

(%) Nb pairs 

Value share 

in  world 

trade  

(%) Nb pairs 

Value 

share in  

world 

trade  

(%) 

1 1471 21 1549 18 2282 22 

2 307 4 338 4 271 3 

3 236 4 448 7 625 8 

4 88 1 104 1 139 2 

5 104 2 59 1 257 4 

6 0 0 75 1 78 1 

Total pairs 8142 32 9781 32 10597 40 
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Ln (     ) Main 

specification 

Table 1, col. (5) 

Direct impact of 

FTA and deeper 

integration 

Direct impact of 

FTA and deeper 

integration 

Direct impact of 

FTA and deeper 

integration  

(actual and  

5 years lag) 

Column (1) (2) (3) (4) 

 LSDV LSDV Within Within 

     

Ln (dist_ij) -1.324*** -1.354***   

 (0.0248) (0.0245)   

Landlocked_ij -0.605*** -0.658***   

 (0.0972) (0.0977)   

Contiguity_ij 0.549*** 0.724***   

 (0.116) (0.121)   

Common_lang_off_ij 0.528*** 0.565***   

 (0.0507) (0.0513)   

Colonial_rel_after1945_ij 1.604*** 1.603***   

 (0.147) (0.149)   

Common_colonizer_ij 0.795*** 0.835***   

 (0.0663) (0.0668)   

Integration_ij -0.0122 0.455*** 0.156*** 0.121*** 

 (0.0203) (0.0603) (0.0418) (0.0459) 

Ln(AfT_i)* 

Integration_ij 

0.0298***    

 (0.00292)    

Ln(AfT_j)* 

Integration_ij 

0.00737***    

 (0.00280)    

5 years Lag Integration_ij    0.133** 

    (0.0538) 

     

Observations 105,617 105,617 105,473 58,606 

Number of pairs  13,438 13,438 13,415 12,482 

Pair  FE No No Yes Yes 

Exp. *time &   Imp.*time FE Yes Yes Yes Yes 

Time dummy Yes Yes Yes Yes 

R-squared 0.762 0.759 0.161 0.134 

 



Ln (     ) Aid to 

Institutions 

 FTA and more 

 LSDV 

  

Ln (dist_ij) -1.362*** 

 (0.0243) 

Landlocked_ij -0.624*** 

 (0.0964) 

Contiguity_ij 0.642*** 

 (0.118) 

Common_lang_off_ij 0.545*** 

 (0.0510) 

Colonial_rel_after1945_ij 1.573*** 

 (0.148) 

Common_colonizer_ij 0.821*** 

 (0.0662) 

PTA -0.0108 

 (0.0650) 

Ln(AfT_i)*PTA_ij 0.118*** 

 (0.0121) 

Ln(AfT_j)*PTA_ij 0.0768*** 

 (0.0108) 

  

Observations 105,617 

Number of pairs  13,438 

Pair  FE No 

Exp. *time &   Imp.*time FE Yes 

Time dummy Yes 

R-squared 0.761 
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