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Abstract:

Economic integration is one of the most challenging
issues of the countries in present time on which there
are many disagreements. Investigating its effects and
consequences from different views including, political,
economic, social, and cultural aspects has attracted
many scientists, economists, and cultural workers across
the world. These investigations need quantification and
exertion of proper indices for measuring this phenome-
non. By introducing globalization index of KOF, this
paper tries to represent its effects on economic growth
and employment rate among ECO, simultaneously.

We use international data during 2001-2010 and gravity
model was evaluated by panel data method in this paper.
Also for simultaneous analysis, 2 SLS method was used.
The results show that gross productions of ECO coun-
tries have had a positive and significant effect on the
rate of bilateral trade among the countries . Trade ef-
fects on economic growth of their countries has been
proved to be positive and significant as well. Employ-
ment had positive and significant effects on economic
growth.

Keywords: Economic Integration, Economic Growth,
Employment, KOF index, Gravity Model, Panel Data,
2SLS Method.
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xtivreg trijt (impijt gdpijt = gdpijt-1 impijt-1 ) disij rexijt kof

G2SLS random-effects IV regression Number of obs = 810
Group variable: id Number of groups = 90
R-sg: within = 0.3632 Obs per group: min = 8
between = 0.3240 avg = 9.8
overall = 0.5423 max = 12
Wald chi2 (12) = 156.00
corr (u_i, X) = 0 (assumed) Prob > chi2 = 0.0000
trijt | Coef Std. Err. Z P>|z]| [95% Conf. Intervall]
_____________ o
impijt | 0.019056 .7846693 1.87 0.0000 2.051132 5.126979
gdpijt | 0.892694 .0352127 6.76 0.0000 .0363214 .1017098
disij | -1.903202 .0268706 -1.48 0.0880 -.0758674 .0294633
rexi | -0.208628 .6521624 -2.04 0.0431 -.591934 1.964496
kof | 0.016441 .7031832 0.98 0.3212 -3.914654 -1.158227
cons | -6.389475 .1202598 -1.27 0.2020 -.1897573 .2816523
_____________ o
sigma_u | 1.3869757
sigma_e | 1.4654503
rho | .47250929 (fraction of variance due to u_1i)
Instrumented: impijt gdpijt
Instruments: impijt gdpijt impijt-1 gdpijt-1 disij rexijt kof

£33 Aslas

tols s3] 51 sl S salasl a0 GAPIjE sanly ke
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xtivreg gdpijt (impijt trijt = trijt-1 impijt-1 disij ) rexijt kof

G2SLS random-effects IV regression Number of obs = 810
Group variable: id Number of groups = 90
R-sg: within = 0.2032 Obs per group: min = 6
between = 0.6030 avg = 6.3
overall = 0.4631 max = 7
Wald chi2 (12) = 205.34
corr (u_i, X) = 0 (assumed) Prob > chi2 = 0.0000
gdpijt | Coef. Std. Err. Z P>|z]| [95% Conf. Intervall]
_____________ o
trijt | 0.103206 . 7785796 2.66 0.0087 1.977218 5.029194
impijt | 0.003157 .4442414 0.71 0.4781 1.49246 3.233854
rexijt | -0.233858 1.104353 -3.74 0.0003 -3.668349 .6606337
kof | 0.012383 .2924566 2.51 0.0131 -1.415587 -.2691787
cons | 21.424323 8.827223 41.66 0.0000 -17.29672 17.30536
_____________ o
sigma_u | 1.2925243
sigma_e | 1.4552734
rho | .44097813 (fraction of variance due to u_i)
Instrumented: trijt impijt

Instruments: trijt impijt trijt-1 impijt-1 disij rexijt kof
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xtivreg empiijt

(trijt gdpijt =

G2SLS random-effects IV regression

Group variable:

R-sqg: within =
between
overall =

|
_____________ +
trijt |

gdpijt |

rexi |

kof |
|

+

|

|

|

Instrumented:
Instruments:

id
0.0621
0.5920
0.4554
= 0 (assumed)
Coef Std. Err.
0.969056 . 7846693
-1.027479 .4502798
1.066549 1.107538
0.096705 .3038707
43.97960 9.04138
1.1517608
1.4738491
.37914684

trijt gdpijt

gdpijt-1 trijt-1 disij )

rexijt kof
Number of obs = 810
Number of groups 90
Obs per group: min = 7
avg = 8.9
max = 9
Wald chi2 (12) = 247.00
Prob > chi2 = 0.0000
P>|z]| [95% Conf. Intervall]
0.1491 0.051132 1.126979
0.2999 1.546947 3.312011
0.0369 -3.607283 .734184
0.2501 -1.452276 -.261124
0.0179 -18.72358 16.71798

(fraction of variance due to u_i)

trijt gdpijt trijt-1 gdpijt-1 disij rexijt kof




