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International Trade Structure Change and

determinants in Laos, 2000-2014

Abstract

This paper uses Trade Structure Change Index (TSCI) to analyze the trade
structure change of Laos in 2000-2014 and then use panel data analysis and stepwise
regression method to discuss the determinants. Low import TSCI indicates inadequate
economic vitality and slow economic growth in Laos, insufficient capital goods import
could possibly be the cause; Large export TSCI indicates unsteady export trade
structure and comparatively weak product competitiveness, major export products of
Laos are still primary products with low value-added; The determinants of import
trade structure of Laos are GDP, FDI and the economic structure similarity with other
countries, but the effect of AFTA is insignificant; The determinants of export trade
structure of Laos are GDP and AFTA, but the explanatory power remains uncertain

due to Laos’ serious trade deficit problem.

Keywords: Laos; Trade Structure Change Index (TSCI); Import Trade Structure;

Export Trade Structure; Determinants

JEL Classification: F10, F19, F50

I. Introduction

In 1986, Laos began a transition process to change from a centrally planned to a
market-oriented economy (or the New Economic Mechanism). The transition
promotes the trade liberalization as well as the foreign direct investment and
international trade in Laos. When Laos joined ASEAN in 1997, trade development
and liberalization has reached a remarkable point of the small landlocked communist
state like Laos. Subsequently, after Laos has participated in the ASEAN Free Trade
Area (AFTA), under AFTA tariffs and non-tariff barriers are to be progressively
reduced and eliminated, and these could be assured for the foreign producers,

investors and entrepreneurs to start running businesses in Laos.
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Currently, the total international trade volume of Laos has increased from 52.25
million dollars in 1986 to 11752.14 million dollars in 2014, with import trade volume
increasing from 48.67 million dollars to 7157.46 million dollars and export trade
volume increasing from 3.58 million dollars to 4594.67 million dollars. Obviously,
there is great improvement in Laos international trade, whereas there is serious trade
deficit problem and main export goods are primary products with low value-added
like agricultural products. The international trade structure of Laos needs to be
improved. Thus, this paper uses Trade Structure Change Index (TSCI) to analyze the
international trade structure of Laos and further discussed its determinants to provide
suggestions and empirical support for Laos trade structure improvement.

II. Literature Review

A large amount of researches have discussed the impact of some general
determinates like GDP, exchange rate, domestic capacity, income level, factor
endowments, trading costs, distance and cultural similarities on international trade.

Kouparitsas (2006) undertook an exhaustive search for robust determinants of
international trade, pointing out that robust variables include a measure of the scale of
factor endowments, fixed exchange rates, the level of development and current
account restrictions. Anne et al (2009) focused on cultural goods and investigated its
determinants. Results showed a positive and significant influence of cultural flows on
overall trade, suggesting that regulations fostering domestic cultural creation might
have impacts going beyond what is generally expected. Valerija Botri¢ (2013)
analyzed intra-industry trade determinants between Western Balkan countries and old
European Union Member State. It revealed that relative income level, distance,
relative factor endowments and relative trading costs are significant factors. Shaista et
al(2013) investigated Pakistan’s bilateral trade flows with major trading partners
through gravity model by using panel data for the time period 1990-2010 with a
frequency of two years. Results revealed that GDP and GDP per capita positively
affect trade volume while distance and dummy variable for cultural similarities
showed a negative relationship towards trade volume. Moses H. et al (2013) pointed
out that real exchange rate volatility had a negative and significant effect on the level
of Uganda’s bilateral trade flows; real exchange rate volatility had a positive and
significant effect on the volatility of bilateral trade flows. Jungho Baek (2013)
examined the short-run and long-run effects of exchange rate changes on trade flows

in the context of disaggregating industry data of bilateral trade between Korea and
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Japan, showing that Korea's exports and imports were relatively sensitive to the
bilateral exchange rate in the short-run, but less responsive in the long-run; income in
the two countries had significant impacts on the bilateral trade flows in both the
short-run and long-run; exchange rate uncertainty and Japanese FDI to Korea are
found to have little impacts on Korea's trade with Japan in the short-run and long-run.
Later, Jungho Baek (2014) used the same methods to examine the effect of exchange
rate fluctuations on Korea's trade with the U.S, finding that Korea's major export
industries were highly responsive to the bilateral exchange rate, volatility and third
country effects in both the long-run and short-run, whereas Korea's imports were
mostly insensitive to changes in those three factors. Christina Tay (2014)
econometrically investigated trade in education using a nexus of international trade
theories and the gravity model, covering 1050 observations using new UNESCO
database. Results showed the determinants of trade in education including wealth of
exporter & importer, domestic capacity of exporter & importer, transport costs,
common religion, common language and trade restrictiveness of the importer.

Christina Davis, Andreas Fuchs, Kristina Johnson, Akoété Ega Agbodji and some
scholars analyzed determinates of international trade from state ownership and
preferential trade agreements aspects. Christina Davis, Andreas Fuchs, and Kristina
Johnson (2014) examined the impact of the state ownership of firms on bilateral trade
between China and India. Results supported the hypothesis that imports controlled by
state-owned enterprises (SOEs) exhibited stronger responsiveness to political relations
than imports controlled by private enterprises.. Akoété Ega Agbodji (2008) evaluated
the impact of preferential trade agreements and the monetary union on international
trade between UEMOA member countries by dynamic gravity model. It showed that
the real bilateral exchange rate, the distance and the volatility of the nominal
exchange rate all had a negative impact on international trade while membership in a
common monetary zone, UEMOA and the implementation of economic reforms
aimed at economic integration had significant effects on bilateral trade within the
zone, mainly in terms of diversion of imports and exports. Also, they pointed that the
trade within ECOWAS turned out to be at a much lower level than that predicted and
lower than trade within UEMOA.

However, most research were about the determinants of international trade flow,
few was about international trade structure. There is a lack of depth and detailed

research on international trade structure and its determinants especially the trade
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structure of least developed country. Therefore, this paper studies on the international
trade structure of Laos both in import trade structure and export trade structure by
using data from 2000 to 2014. Further, the determinants of import trade structure and
export trade structure are discussed through panel data analysis.

II1. International trade structure change of Laos

1. Trade Structure Change Index (TSCI)

Trade Structure Change Index (TSCI)” can measure the change of products'
internal structure in international trade. For a country, the greater the import trade
structure change index, the more dynamic the economy, because the stronger the
economic growth, the higher requirement of the quantity and variety of various
production factors, consumer goods and service products, which leads to insufficient
domestic supply to a certain extent, and increase the change degree of trade structure.
As for export trade structure change index, it reveals the change of trade pattern based
on comparative advantages. Great export trade structure change index shows unstable
comparative advantages in international trade and may reveal that the product
competitiveness haven’t formed or haven’t adjusted to stable pattern yet. The formula

of TSCI is as follow:

1 & 2
ISCI = N;(Mit_Mi(tl)) (D

M., and M indicate the rate of i goods' trade volume in total trade in ¢

it i(t-1)
period and #-1 period respectively. N refers to the quantity of goods types with regard
to Standard International Trade Classification (SITC).

According to Standard International Trade Classification (SITC), international
trade commodities are classified into ten categories SITCO-SITC9 which could be
further classified as primary goods, intermediate goods, capital goods, consumer
goods. (i) primary goods, corresponding to SCITCO-SITC4, mainly refer to the
resource products and agricultural raw materials, namely raw products, mainly
including crude oil, coal, iron ore, grain, etc. The import of primary products
(especially resources) can alleviate the pressure of energy and mineral resources

shortage of importers; (ii) intermediate goods, corresponding to SITC5-SITC6, refer

to products which are in the processing before becoming the final product and have to

® Trade Structure Change Index (TSCI) was first defined in his Chinese artical “Pei Changhong (2013). Import
Structure and Economic Growth: Rule and Enlightenment. Economic research, 7, 4-19”.
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go through a series of production processes from primary product processing to the
provision of the final consumption, including chemical products, yarn and other
textile intermediate products. The import of intermediate goods can drive the export
of processing trade and has a great positive effect on general trade exports and
domestic consumption; (iii) capital goods, corresponding to SITC7, refer to
machinery and equipment that enterprises use for production, including machinery
equipment, electrical tools, etc. The import of capital goods can not only fill the gaps
of similar goods of importers, but also promote domestic technology improvement
and improve production efficiency; (iv) consumer goods, corresponding to SITCS,
refer to the products needed to satisfy people's daily life, mainly refers to clothing,
furniture, audio-visual equipment, etc. The import of consumer goods can create new
market demand and promote the development of new industries. (v) other,
corresponding to SITCY. To ensure data integrity, SITC9 is kept but without special
analysis.

2. Import trade structure change of Laos

As is shown in figurel, the import trade structure change index of Laos remains
at low level of 0.006-0.025 and keeps stable during 2000-2014 on the whole. The
maximum, minimum and mean of import TSCI in Laos is 0.025, 0.006, 0.014
respectively. During 2000-2014, the import TSCI of Laos declined from 0.025 in 2000
to 0.014 in 2001 and further decreased to the minimum value of 0.006 in 2007
gradually, then, it rose to 0.017 in 2009 and kept stable until 2013 and decreased to
0.10 in 2014. Obviously, the import TSCI of Laos fluctuates within a narrow range
and remains at low level of below 0.025.

With reference to Pei Changhong (2013), import TSCI could be an indicator of
economic development. The stronger the economic growth, the higher requirement of
the quantity and variety of various production factors, consumer goods and service
products, which leads to insufficient domestic supply to a certain extent, and increase
the change degree of trade structure. In this case, lower import TSCI of Laos shows
inadequate economic vitality and slow economic growth domestically. Government
should make endeavor to encourage domestic investment, enlarge domestic demand

and boost economy.
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Figure.l Import trade structure change index of Laos, 2000-2014

For further analysis of import trade structure in Laos, product composition is
shown in figure 2. Among the four categories, primary goods, intermediate goods and
capital goods have higher proportions than consumer goods apparently. The average
proportion of primary goods, intermediate goods, capital goods and consumer goods
in 2000-2014 is 31.02%, 27.61%, 35.15% and 4.95% respectively.

As for the relation between import product composition and economic growth,
the import of capital goods is an important driver to boost economy since capital
goods is the most essential factor that could help implement the effect of other factors
of production. The ever-rising import of capital goods has become an important
phenomena globally and makes the effect of capital goods import on economic
growth become much more significant. While the proportion of capital goods in Laos
hasn’t always been the largest even it increased from 35.66% in 2000 to 43.98% in
2014. Insufficient import of capital goods could be a reason of slow economic growth
domestically. At the same time, the demand of primary goods import becomes weaker
with its proportion decreasing from 28.40% in 2000 to 27.49% in 2014. This could be
a result of economic development in modern society, requirement on the quality and
diversity of products becomes more important and makes the demand of primary

goods decreased comparatively.
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Figure.2 Import product composition in Laos, 2000- 2014

3. Export trade structure change of Laos

As is shown in figure3, the export trade structure change index of Laos fluctuates
significantly during 2000-2014. The maximum, minimum and mean of export TSCI in
Laos is 0.095, 0.008, 0.037 respectively. During 2000-2014, the export TSCI of Laos
sharply declined from 0.095 in 2000 to 0.038 in 2001 and further rose to a high level
of 0.082 again in 2006, later it decreased to 0.037 in 2014 gradually after a rise in
2009. Obviously, export TSCI of Laos has changed greatly and stays at high level
mostly, especially compared with import TSCI.

Export TSCI could reflect product competitiveness to some extent. With superior
product competitiveness which could be high technology, unique resources, high
quality, special design or perfect service, one country would not be easily effected by
international trade market since their products are special and hard to be substituted.
In this case, comparatively stable demand of each product and general export trade
structure could be formed and results in lower export TSCI. While the export TSCI of
Laos changes a lot and remains at high level, showing unsteady export trade structure
and comparatively weak product competitiveness. The most significant product
competitiveness of Laos could be cheap labor and primary materials, contributing to

high proportion of primary goods export as figure 4 shows.
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Figure.3 Export trade structure change index of Laos, 2000-2014

As is shown in figure 4. Among the four categories, primary goods, intermediate
goods and consumer goods have higher proportions than capital goods apparently.
The average proportion of primary goods, intermediate goods, capital goods and
consumer goods in 2000-2014 is 51.51%, 20.27%, 3.92% and 23.41% respectively.

Generally, there are plenty of agricultural primary products like crude vegetable
materials, plants and seeds in Laos and underdeveloped economy as well as lagged
technology makes Laos fail to produce competitive products with high value-added.
As a result, the proportion of primary goods remains much higher than other goods
Before 2007, major export products are low value-added products like wood, mining
and agriculture products and makes the proportion of primary goods remain as high as
40%-50%. But at the same time, the proportion of intermediate goods kept going up
and even higher than primary goods in 2007 and 2008, whereas its rising proportion
decreased and the proportion of primary goods ranked first again in 2008 when
subprime mortgage crisis broke out. This is because that the crisis made many
domestic enterprises' capital chain broken and its negative impact on intermediate
goods with longer supply chain and larger fund demand was much larger than primary
goods. In this case, the proportion of intermediate goods decreased and that of
primary goods increased after 2008. Until 2014, the proportion of primary goods

reached the maximum of 72.14%.
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Figure.4 Export product composition in Laos, 2000- 2014
IV. The determinants of international trade structure change in Laos
1. Methodology and data
We use panel data analysis and stepwise regression method to analyze the
determinants of trade structure change in Laos by Stata.l11 software. Dependent
variable is Trade Structure Change Index (TSCI) described above and nine
independent variables are selected. It is a consensus that general factors like GDP,
GDP per capita and FDI have significant effect on international trade. Besides,
another factors like trade volume (import and export), AFTA and industrial structure
similarity can be special factors that affecting international trade structure change in
Laos.

The econometric model for this paper are:

InTSCI,, = ¢, + &, InGDP,, + ¢, nGDP, + o, InGDPP,, + ,InGDPP,, + ¢, InFDI,,

+a (ESS,, +a.D,, + o, InSEA, +a InTRADE,, + (2)
InTSCI = o, +a, InGDP,,+ , InGDP, + a,InGDPP,, + &,InGDPP,, + e InFDI,,
+a ESS,, +a,D,, +a,InSEA, +a,nTRADE,, + 1, (3)

Where TSCIy is TSCI of import, TSClgx is TSCI of export, / is Laos, ¢ is time

period (year), i is trade partner countries, 4, 1is error terms.

(1) GDP;,, GDP;, GDPPER;, GDPPER;, is the GDP of Laos, GDP of country i,
GDP per capita of Laos, GDP per capita of country i in year ¢ respectively. These

variables are general economic factors that reflect the economic power, market scales
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and potential purchasing power of trading countries.

(2) FDI;, denotes the FDI inflow into Laos in year ¢. The relationship between
FDI and trade isn’t a new topic for discussion among international trade researches,
Mundell (1975) proved that FDI was able to substitute import and import would
decrease if FDI increased. Later, Krugman (1991) pointed out that FDI and trade have
a substituted relationship.

(3) ESS;;; denotes the economic structure similarity between Laos and country i
in the year ¢. According to the United Nations Industrial Development Organization

(UNIDO) in 1979, the formula of ESSy; is:

k
Z x ]mtximt
ESS jy = —22] (0< ESS, <1) 4)

k k

2 X2 X
xlmz ximt

m=1 m=1

Where ); refers to the economic structure similarity between Laos and country 7,

X refers to the proportion of GDP sector composition m in Laos, x;, represents the
proportion of GDP sector composition m in i country. The value of §; is between 0
and 1. If §;; = 0, it means that the economic structure similarity in Laos and i country
is totally different, if S;; = 1, it means that the economic structure similarity in Laos
and i country is totally the same.

(4)AFTA. The impact of AFTA on international trade in Laos has been
demonstrated by Outhai (2015). Two variables are selected to measure the impact of
AFTA. The first one is dummy variable Dj; which is a binary variable that is given 1
when country i has established AFTA membership with Laos or otherwise given 0.
The other variable is SEA;, that denotes the size of economy of AFTA in the year ¢
Neo-classical trade theory predicts that large countries tend to be net exporters in
scale-intensive industries (Helpman and Krugman, 1985; Krugman and Venables,
1995). Large economy size of AFTA reflects plenty memberships, wide variety of
commodity, strong purchasing power, large market demand and supply which could
certainly benefit each membership within the free trade zone. The calculation of this
variable is to sum all real GDP of all membership and the other AFTA trade dialogue
partner countries in the year ¢, excluding Laos.

(5 TRADE;. TRADE; refers to the trade volume between Laos and country i.
Trade volume could reflect the trade status between two countries. In regression

model, TRADE;, is the import trade volume and export trade volume when the

10
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dependent variable is import trade structure change index and export trade structure

change index respectively.

27 countries that has established international trade relationship with Laos are

selected, that is, Australia, Belgium, Cambodia, Canada, China, Denmark, France,

Germany, Hong Kong SAR, China, India, Indonesia, Italy, Japan, Korea, Rep.,

Malaysia, Netherlands, New Zealand, Norway, Philippines, Russian Federation,

Singapore, Switzerland, Taiwan, Thailand, United Kingdom, United States, Vietnam.

All data comes from COMTRADE and World Bank database.

2. Results of regression for import trade structure change

Tablel Results of import trade structure change

Variable (1) 2) 3) (4) (5)
0.014
GDPPy;
(0.10)
0.001 0.001
Dlit
(0.05) (0.07)
0.003 0.004 0.004
SEA[[
(0.20) (0.21) (0.21)
-0.004 -0.004 -0.004 -0.004
TRADE;
(-0.95) (-0.95) (-0.96) (-0.95)
0.046 0.059 * 0.059 * 0.060 * 0.061 **
GDPlit
(0.36) (1.88) (1.93) (1.96) (2.02)
3.725%%* 3.713 ** 3.726 ** 3.646 ** 3.583 **
GDP]t
(2.02) (2.03) (2.04) (2.05) (2.01)
-4.693** -4.679 ** -4.695 ** -4.588 ** | -4.519 **
GDPPy,
(-2.07) (-2.07) (-2.09) (-2.1) (-2.07)
0.013* 0.013* 0.013* 0.014 ** 0.014 **
FDI,
(1.72) (1.72) (1.72) (2.04) (1.99)
0.299* 0.300* 0.301 * 0.286 * 0.277 *
ESS[it
(1.84) (1.86) (1.86) (1.96) (1.91)

Note: *** ** and * indicates significant at 1 %, 5% and 10 % respectively, none

means insignificant. Values in “( )” are t-value.

The effects of GDPy;,, GDP), on import trade structure of Laos are significant and
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positive, especially the GDP of Laos. It is because that larger GDP of Laos reflects
larger domestic demand and brings higher requirement on the variety, quantity and
quality of products. This could result in insufficient and diversified domestic supply to
a certain extent and import trade products should be changed constantly to meet
insufficient domestic needs. In this case, the larger the GDP is, the larger import trade
structure change would be. However, the coefficient of GDPP;, is negative and that of
GDPPy;, is insignificant. Both are inconsistent with expectations and theoretical
analysis. It maybe caused by huge regional difference in Laos. There are still several
minorities living in mountains and staying away from modern society which weakens
the explanatory power of GDP per capita and makes its effect on import trade
structure change unreasonable and incorrect.

As for the effect of FDI on import trade structure, the coefficient is significant
and positive. It is due to the reason that larger amount of FDI inflow means increasing
products produced domestically both in quantity and category. It could increase
domestic needs of diversified complementary products and intermediate products
which would result in insufficient domestic supply and affect import structure. In this
case, the larger the FDI is, the larger the import trade structure change would be.

Also, the coefficient of ESS;, is significant and positive. Similar industrial
structure may result in large trade structure change due to the reason that countries
have similar product structure could easily find substitute products in their own
country once their trading products were influenced by international trading market.
They are not dependent on each other in international trade greatly and could change
their trading structure comparatively easier than that with lower economic structure
similarity.

Additionally, the effects of Dy, and SEA;, that reflect AFTA are both insignificant.
However, according to Outhai (2015), AFTA has significant effect on both import
trade volume and export trade volume of Laos. The difference may discover that the
impact of AFTA on international trade of Laos needs to be intensified since its effect
still stays at the primary stage that only increase or decrease the trade volume of
Laos. The insignificant effect reveals that the effect of AFTA has not developed to a
higher stage that could change the trade pattern of Laos deeply. Joining AFTA
certainly plays a critical role in international trade of Laos, whereas, Laos still has a
long way to go to make AFTA benefit its international trade competitiveness and

improve trade structure.
12
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To conclude, the determinants of import trade structure of Laos are GDP, FDI

and the economic structure similarity with other countries.

3. Results of regression for export trade structure change

Table2 Results of export trade structure change

Variable (1) 2) 3) ) 5) (6) 7)
0.056
GDPPy;
(0.33)
-0.003 -0.003
FDI
(-0.27) | (-0.27)
2.446 2.503 2.098
GDPP;,
(0.86) | (0.89) | (0.88)
-2.014 -2.065 | -1.733 | -0.038
GDP]t
(-0.88) | (-0.90) | (-0.90) | (-0.73)
-0.004 -0.004 | -0.004 | -0.004 | -0.005
TRADE);
-1.10) | (-1.12) | (-1.13) | (-1.08) | (-1.20)
£SS 0.200 0.205 0.208 | 0.276 | 0.194 0.227
" (0.96) | (0.99) | (1.00) | (1.44) | (1.25) | (1.49)
Gpp -0.124 | -0.073* | -0.072* | -0.068%* | -0.074%* | -0.093** | -0.073%**
"1 076) | (-176) | (-174) | (-1.65) | (-1.84) | (-2.54) | (-2.14)
b -0.035 -0.033 | -0.033 | -0.036 | -0.035 | -0.044* | -0.045*
g (-1.35) | (-1.31) | (-1.31) | (-1.45) | (-1.39) | (-1.86) | (-1.91)
SEA 0.020 0.020 0.017 | 0.028* | 0.019* | 0.019%%* | 0.02]1%***
! -0.91) | (0.92) | (0.90) | (1.85) | (2.24) | (2.26) | (2.62)

As is shown in table2, none of nine variables is always significant, while after

stepwise regression, there are three variables significant finally. This could be the

result of Laos’ serious trade deficit problem and small export trade volume. Panel data

analysis requires large and stable source data, but compared with large and stable data

of import, that of export in Laos is insufficient. Source data shows, the export trade

volume of Laos accounts for only 50% of export trade volume approximately during

2000-2014 and missing data of export is also more than import. Although we have

filled missing data and modified some outliers, the insufficient source data problem

still exits and it indeed stays consistent with Laos actual export trade status.

According to the data obtained from the Ministry of Industry and Commerce of Laos,

13
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in the past decade, the major export products of Laos are wood, mining and
agriculture products. But in recent years, government reduced or quit the export
quotas of wood and mining, this possibly leads to decreasing export trade volume
when compared with import. In this case, smaller and unsteady database weakened
the explanatory power of export model and the result is somehow not as good as
import model.

To conclude, the determinants of export trade structure of Laos are GDP and
AFTA, but the explanatory power remains uncertain.

V. Conclusion

According to Standard International Trade Classification (SITC), we further
classified the goods into primary goods, intermediate goods, capital goods and
consumer goods, and use Trade Structure Change Index (TSCI) to analyze the trade
structure change of Laos in 2000-2014. Then, panel data analysis and stepwise
regression method are used to discuss the determinants of trade structure change of
Laos both in import and export. Conclusions are as follows:

(1) The import TSCI of Laos fluctuates within a narrow range and remains at low
level of 0.006-0.025 during 2000-2014, showing inadequate economic vitality and
slow economic growth domestically. Government should make endeavor to encourage
domestic investment, enlarge domestic demand and boost economy; Among the four
categories, primary goods, intermediate goods and capital goods have higher
proportions than consumer goods apparently and their average proportion in
2000-2014 is 31.02%, 27.61%, 35.15% and 4.95% respectively; The ever-rising
import of capital goods has become an important phenomena globally since capital
goods import is an important driver to boost economy, but the proportion of capital
goods in Laos hasn’t always been the largest, it could possibly explain slow economic
growth domestically.

(2) The export TSCI of Laos has changed greatly and stays at high level mostly
during 2000-2014, showing unsteady export trade structure and comparatively weak
product competitiveness; Among the four categories, primary goods, intermediate
goods and consumer goods have higher proportions than capital goods apparently and
their average proportion in 2000-2014 is 51.51%, 20.27%, 3.92% and 23.41%
respectively; The major export products of Laos are still low value-added products
like agriculture products and makes the proportion of primary goods as high as

72.14% in 2014. Governments should make endeavor to promote technical progress
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and improve products competitiveness.

(3)The determinants of import trade structure of Laos are GDP, FDI and the
economic structure similarity with other countries, but the effect of AFTA still stays
at the primary stage that only increase or decrease the trade volume and has not
developed to a higher stage that could change the trade pattern of Laos deeply.
Governments should grasp this opportunity and make AFTA benefit its international
trade competitiveness and improve trade structure.

(4) The determinants of export trade structure of Laos are GDP and AFTA, but
the explanatory power remains uncertain. None of nine variables is always significant
and there are only three variables significant after stepwise regression. This is because
imperfect export database. Laos has serious trade deficit problem and very small
export trade volume which makes the data of export not as perfect as import.
Although we have filled missing data and modified some outliers, the smaller and
unsteady database weakened the explanatory power of export model.
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