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This paper empirically examines the impact of institutional reforms on
international trade flows. We apply Gravity Model to study the impact of four
types of institutional reforms- democratic political system, government
stability, legal, and administrative reforms-on trade flows for the sample of
eight East Asian emerging countries during 1980-2005. We also complement
the empirical results with case studies such as Indonesia, South Korea, and
Thailand. Empirical results indicate that government stability, legal, and
administrative reforms are more significant in promoting international trade
flows than reforms on democratic political reforms. We also find the
institutional reforms may have the short-term costs indicated by the decreased
trade flows during the period that reforms are implemented. Permanent
institutional reforms are, however, found to be important in determining

international trade in the long run.
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- EABARGIHT ISR

i RS model 1 model 2 model 3 model 4 model 5
Log product real 1.054% % 0.997%*** 0.996%*** 0.997%** 0.989%**x*
GDP (0.000) (0.000) (0.000) (0.000) (0.000)
Log product real 0.169%** 0.185%* 0.184*+* 0.181*** 0.174%**
GDP/CAP (0.000) (0.000) (0.000) (0.000) (0.000)
-1.52%%* -1.550%*%  J1.548%**k  _].545%F*  _].556%**
Log distance
(0.000) (0.000) (0.000) (0.000) (0.000)
Common land 0.534 0.470 0.469 0.471 0.465
border dummy (0.000) (0.000) (0.000) (0.000) (0.000)
Common 0.473** 0.423** 0.428%** 0.423** 0.447**
language dummy (0.026) (0.042) (0.039) (0.042) (0.032)
Democracy -0.300%* -0.334
reform_transition  (0.097) (0.061)
Stability reform -0.081 -0.031
transition (0.187) (0.549)
Legal reform_ -0.189 -0.144
transition (0.062) (0.105)
Admin reform -0.244%**  .0.163**
transition (0.004) (0.048)
No. of
2286 2094 2094 2094 2094
Observations
F-stat 164.26 147.71 151.25 152.69 119.98
Prob>F-stat 0.00 0.00 0.00 0.00 0.00
R-Square 0.83 0.833 0.833 0.833 0.835

it LEEINEE R P E -

2.*¥¥¥p<(0.01 ; **P<0.05 ; *P<0.1 -
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2z RAPFIRZEIHTEREZLREE
RS model 1 model 2 model 3 model 4 model 5
Log product real 1.064***  (0.950%**  (0.948*%**  (0.080%**  (.955%**
GDP (0.000) (0.000) (0.000) (0.000) (0.000)
Log product real 0.173***  (.168***  (0.178***  (.188***  (.]154%**
GDP/CAP (0.000) (0.000) (0.000) (0.000) (0.000)
-1.506%*F*  -1.656%F*  -1.634%*¥* 1. 591**F*  _].638***
Log distance
(0.000) (0.000) (0.000) (0.000) (0.000)
Common land 0.523 0.413 0.443 0.451 0.342
border dummy (0.296) (0.438) (0.404) (0.389) (0.518)
Common language 0.461** 0.461** 0.446** 0.418** 0.497**
dummy (0.029) (0.029) (0.035) (0.046) (0.018)
Democracy -0.073 -0.205*
reform_transition (0.541) (0.074)
Stability reform 0.464*** 0.506%**
transition (0.000) (0.000)
Legal reform_ 0.258* 0.121
transition (0.052) (0.322)
Admin reform_ 0.137 -0.130
transition (0.266) (0.028)
No. of Observations 2286 2094 2094 2094 2094
F-stat 172.24 157.53 148.83 150.19 129.83
Prob>F-stat 0.00 0.00 0.00 0.00 0
R-Square 0.832 0.838 0.834 0.833 0.839

o - LAESIANEE R P {H -
2.%%%p<0.01 ; **P<0.05 ; *P<0.1 °
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