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Abstract 

This paper considers whether trade in regional trade agreements has shown more 
resilience during the COVID-19 downturn. Using an econometric approach where a 
set of fixed effect controls for countries’ specific characteristics, idiosyncratic 
shocks and policy responses, this paper finds that trade within trade agreements 
was relatively more resilient against the global trade collapse of 2020. The analysis 
also finds that the level of integration matters. Deep regional trade agreements 
have provided relatively better stability against the global shock. Importantly, the 
results show some heterogeneity across developing and developed countries as 
well as across the developing countries' regions. 

 

O c t o b e r  2 0 2 1  UNCTAD Research Paper No. 70 
UNCTAD/SER.RP/2021/13 

Key words: International trade, COVID-19, trade agreements, trade integration

Alessandro 
Nicita 

 
Mesut  
Saygili 

 
 

Trade Analysis Branch 
Division on International 
Trade and Commodities 

UNCTAD 
alessandro.nicita@unctad.org 

mesut.saygili@unctad.org 

 

 



2 UNCTAD Research Paper No. 70 
_____________________________________________________________________________________ 

 

_____________________________________________________________________________________ 

 

Contents 

Acknowledgements ...................................................................................................  2 

1. Introduction ............................................................................................................  3 

2. Data ........................................................................................................................  4 

3. International trade during the COVID-19 pandemic .............................................  5 

4. Regression analysis ...............................................................................................  7 

Econometric Results ............................................................................................  7 

Robustness Checks .............................................................................................  10 

5. Conclusions ............................................................................................................  13 

Annex ..........................................................................................................................  14 

References .................................................................................................................  15 

 

 

 
  

Acknowledgements 

This paper benefitted from comments and suggestions from staff of the Trade Analysis Branch 
and the Development Statistics and Information Branch of UNCTAD.  

 



3 UNCTAD Research Paper No. 70 
_____________________________________________________________________________________ 

 

_____________________________________________________________________________________ 

1.  Introduction 
By drastically disrupting economic activities throughout the world, the COVID-19 pandemic has had 
detrimental effects on international trade. On average, the COVID-19 pandemic resulted in a trade 
downturn of about 7 per cent in value during 2020. Amid the global impact of the pandemic, there 
was considerable heterogeneity both in the timing and in the magnitude of the declines in trade 
flows across the globe. Such heterogeneous effects are not novel to economic crises, as most 
economic downturns result in trade flow adjustments which are different depending on primary 
causes and policy responses (Comunale et al. 2021).  In the case of the COVID-19 pandemic, the 
effects on international trade have originated from demand and supply disruptions brought on by 
the health mitigation measures such as lockdowns, quarantines and travel restrictions. Those 
dynamics have been influenced by pre-existing elements (e.g. exposures to global value chains, 
import and export basket compositions) and policy responses (e.g. import and export facilitations 
and restrictions, domestic support packages and subsidies).1  

Among the various elements contributing to the heterogeneous effects of COVID-19 on international 
trade, this paper considers whether trade subject to regional trade agreements (RTAs) was more 
resilient during the COVID-19 downturn.2 There are a number of arguments for which intra-RTAs 
trade may have declined at a slower pace. One argument is that RTAs favour some trading 
relationship while weakening those not covered by the agreement (Dai et al. 2014; Dür et al. 2014). 
The reason is that trade within RTAs often benefit from better trade conditions and lower trade 
costs relative to trade outside RTAs (e.g. lower tariffs, cooperation in trade regulatory frameworks 
and on investment regimes).3 Suppliers benefiting from lower transaction costs could be relatively 
more insulated from the fall in global demand during 2020.  

Better contract enforcement and the presence of production networks within RTAs may also 
contribute to more resilient trade. When their supply is disrupted, firms may become more selective 
with regard to which contract to fulfil and which to forfeit. Deep RTAs' enforcement rules may make 
the forfeiting of contracts more costly, thus trade within these agreements could have been more 
robust. Moreover, RTAs often entail the presence of production networks between domestic and 
foreign firms, which result in lower bilateral trade volatility (Cattaneo et al. 2010). Finally, trade 
agreements are often formed between countries having a history of economic cooperation which 
contributes to mutual trust and reliance among their firms (Fernández and Portes, 1998). 
Consequently, supply disruptions during the COVID-19 pandemic may then have favoured the more 
established trade relationships.  

To analyse whether intra-RTA trade has been more resilient during the COVID-19 pandemic, this 
paper examines bilateral trade flows of 139 countries. The method of analysis consists of a simple 
econometric model where fixed effects control for importers’ and exporters' characteristics and for 
the idiosyncratic shocks and policy responses related to the COVID-19 pandemic.   

Overall, this paper finds evidence that bilateral trade taking place within RTAs was relatively more 
resilient against the global trade collapse of 2020. When we further differentiate between shallow 
and deep integrations, we find that deep RTAs have provided relatively better stability against the 

  
1 Liu et al. 2021; Espitia et al. 2021; Baldwin and Tomiura, 2020; Evenett et al. 2020. 

2 Regional trade agreements are defined as reciprocal preferential trade agreements between two or more partners. 
See https://www.wto.org/english/tratop_e/region_e/region_e.htm for more details. 

3 These arguments also explain why RTAs are found to have general positive effects on bilateral trade flows. See for 
example Carrere, 2006; Baier and Bergstrand, 2007; Maggi, 2014; and Anderson and Yotov, 2016. 

https://www.wto.org/english/tratop_e/region_e/region_e.htm
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global shock. Importantly, the results show some heterogeneity across developing and developed 
countries as well as across developing countries' regions. 

The structure of the paper is as follows. Section 2 briefly describes the data utilized for the analysis. 
Section 3 provides some preliminary statistics on trade flows during the COVID-19 pandemic. 
Section 4 presents the empirical method and the estimation results. The final section discusses the 
policy implications of the results and concludes.   

2. Data 
The data utilized in this paper is comprised of trade data, regional trade agreements identifiers, and 
gravity type variables. Trade growth rates are constructed by using monthly bilateral trade flow data 
from the UNCTAD’s Global Trade Update database.4 The CEPII database provides gravity type 
variables such as distance and contiguity.5 The variable that identifies regional trade agreements by 
type is from CEPII, which uses original data from the WTO. The analysis differentiates between deep 
and shallow agreements. Customs union and free trade agreements which include an economic 
integration agreement are classified as deep agreements. Agreements identified by CEPII as 
economic integration agreements, free trade agreements and preferential trade agreements are 
classified as shallow. Finally, UNCTAD definitions were used to construct regional and country 
groupings by development status.  

The data for this study comprises bilateral trade flow data for 139 countries. European Union 
member states treated as one entity to avoid possible bias in the results due to the European Union 
countries' high degree of economic integration. The majority of the analysis uses data for 2019 and 
2020, while some of the estimations utilize data since 2008.  

Trade data is measured with a degree of error. While the Global Trade Update database goes to 
great lengths to verify the original data by comparing different sources and avoiding inconsistencies 
between import and export statistics, the data still presents a significant number of outliers which 
become evident when growth rates are computed.6 To minimize the impact of outliers in the 
analysis we follow a standard procedure of trimming the top and bottom 2.5 per cent of the 
distribution of growth rates. This drops about 1,000 observations out of about 19,200 original data 
points. Our final dataset consists of 18,216 observations. 

 

  
4 The database uses national and international data sources such as the IMF’s DOT, the International Trade Centre, 
Eurostat, Thomson Reuters and China Customs to compute its monthly trade matrix. https://unctad.org/topic/trade-
analysis/data-statistics-and-trends 

5 http://www.cepii.fr/CEPII/en/bdd_modele/bdd.asp 

6 Overall, the original data contains 19,200 observations with an upper bound of about 454 million per cent. These 
large values are mainly marginal trade flows of small economies. The extreme values pull the average trade growth 
rate to about 3000 per cent, skewness to 144 and kurtosis to 221221. By dropping 5 per cent of observations from 
both the upper and lower ends of the distribution (about 1000 observations) the average growth rate, skewness, 
and kurtosis statistics were lowered to -14 per cent, 0.2 and 5 respectively. As we have shown in the robustness 
section, further trimming the dependent variable does not change the main results while keeping the outliers 
produces biased results. 
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3. International trade during the COVID-19 
pandemic 
The COVID-19 pandemic resulted in a substantial drop in international trade. While global trade 
declined by about 7 per cent, at the bilateral level trade declines show substantial variance. The 
decline for  an average country was about 14 per cent.7 However, when trade under an RTA is 
considered, the decline is about 11 per cent. In other words, trade under an RTA was more resilient 
by almost three percentage points relative to trade between the countries that do not have any 
trade agreement (Figure 1).  

The argument of trade being relatively more resilient when trade costs are lower is also supported 
by further differentiating between types of RTAs. 8  Trade under deep trade agreements is 
substantially more resilient than trade under shallow agreements. On average trade between 
members of a deep RTA fell by about 6 percentage points less than a shallow RTA. 

 

 
Source: Authors’ calucations based on UNCTAD Global Trade Update database. 

While these results are telling, the difference could be due to diverse effects (and responses) of 
COVID-19 between developed and developing countries. However, figure 2 shows that for both 
developed and developing countries, trade under RTAs has been more resilient, by two percentage 
points for developing countries and by three percentage points for developed countries. However, 
these effects are only because of lower declines for trade under deep RTAs, trade under shallow 
RTA slightly worse than trade under no-RTA, at least on average.  
  
7 This statistic is the simple average trade growth across all bilateral trade flows during 2020. 

8 Shallow agreements are these providing only tariff preferences, deep agreements also deal with policies and 
disciplines necessary to address non-tariff measures and to foster international production sharing. 
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Figure 1. Average export growth by RTA (2020) 
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Source: Authors’ calculations. 

Further differentiating across geographic regions indicates a similar pattern. Figure 3 shows the 
overall RTA premium (the average bilateral export growth of RTA member states minus the average 
bilateral export growth of non-RTA member states) and deep RTA premium (average export growth 
of deep RTA member states minus average export growth of shallow RTA member states).  

 

 
Source: Authors’ calucations based on UNCTAD Global Trade Update database. Note: Premium is defined as 
the average bilateral export growth between deep RTA members minus average bilateral export growth of 
shallow non-RTA member states. 
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Figure 2. RTA effect by developed and developing countries (2020) 

Figure 3. RTA and deep RTA premiums by region (2020) 
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4. Regression analysis  
Although informative, the relationship between trade growth and RTAs presented above is primarily 
for illustrative purposes. To better assess the impact of RTAs on trade resilience, we need to control 
for other determinants that may affect trade growth. Therefore, this section tests more formally the 
hypothesis whether trade within RTAs has been more resilient during the COVID-19 pandemic. To 
do so, we apply a simple cross-section econometric model where a set of fixed effects controls for 
country specific characteristics. As the variable of interest is bilateral in nature (the presence of an 
RTA), we cannot employ bilateral fixed effects and instead we rely on gravity variables. In summary, 
the identification strategy relies on variation of growth rates for trade within RTAs relative to trade 
subject to no agreement, controlling for importer and exporter specific effects.  

The estimating model takes the form: 

x𝑖𝑖𝑖𝑖 = 𝛽𝛽0+𝛽𝛽1𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑖𝑖𝑖𝑖 + ∑ 𝛿𝛿𝑠𝑠𝑆𝑆
𝑠𝑠=1 𝐺𝐺𝑖𝑖𝑖𝑖𝑠𝑠 + 𝜔𝜔𝑖𝑖 + 𝜃𝜃𝑗𝑗 + 𝜀𝜀𝑖𝑖𝑖𝑖       (1) 

 

In this specification, the dependent variable 𝑥𝑥𝑖𝑖𝑖𝑖 is the export growth rate from country i to country j. 
𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑖𝑖𝑖𝑖  is a dummy variable that takes the value 1 if there is a trade agreement between country i 

and country j. 𝐺𝐺𝑖𝑖𝑖𝑖𝑠𝑠  is a set of other gravity variables (distance and contiguity).9 𝜔𝜔𝑖𝑖  and 𝜃𝜃𝑗𝑗 are exporter 
and importer country fixed effects, respectively, and 𝜀𝜀𝑖𝑖𝑖𝑖  is an error term. The estimation is based on 
ordinary least squares.  

Econometric Results 
The results of the benchmark model are presented in table 1. The estimated constant term in this 
specification gives the average rate of trade growth in the case of no-agreement controlling for 
country characteristics. The coefficients on the RTAs variables indicate the effect of RTAs on 
bilateral trade growth relative to the case of no-agreement. 

Once controlling for importer and exporter characteristics, we find the trade growth rate of the 
average country to be about -17 per cent during 2020. More importantly for our analysis, column 1 
shows a positive and significant effect of RTAs in making bilateral trade more resilient. The overall 
effects are quantified as a difference of about 5.6 percentage points compared to the decline in 
trade between countries without an RTA.  

The second column of table 1 shows the results when differentiating between deep and shallow 
RTAs. The estimation is performed by adding a deep RTA dummy to the initial set of variables. In 
this specification, the initial RTA variable captures the effect of shallow RTAs and the deep RTA 
dummy identifies whether deep RTAs add to the general effect. When RTAs are differentiated into 
two groups, we find that deep RTAs tend to result in even more resilient trade. On average, shallow 
RTAs mitigated the decline in trade by about 3.2 percentage points, while deep RTAs contributed 
another 4.6 percentage points for a total of about 7.8 percentage points.  

 

 

  
9 Distance and contiguity control for the fact that RTAs are generally among countries that share a common border 
and/or are geographically close. Additional gravity type variables are omitted for brevity as they generally resulted in 
insignificant coefficients (e.g. product of GDPs, common religion, colonial links). By including them, the results 
remain virtually identical. 
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  (1) (2) (3) (4) (5) 

VARIABLES All 2020 All 2020 1st half 2020 2nd half 2020 
Feb 2020 to 
Sept 2020 

            
RTAs 0.0564*** 0.0324** -0.0028 0.0215 0.0283* 
 (0.0108) (0.0147) (0.0154) (0.0158) (0.0157) 
Deep RTAs  0.0455*** 0.0461** 0.0572*** 0.0380** 

  (0.0176) (0.0181) (0.0189) (0.0181) 
Distance 0.0025*** 0.0027*** 0.0031*** 0.0006 0.0039*** 
 (0.0009) (0.0009) (0.0009) (0.0009) (0.0009) 
Contiguity 0.0154 0.0117 -0.0143 0.0146 0.0026 
 (0.0198) (0.0198) (0.0183) (0.0212) (0.0197) 
Constant -0.1690*** -0.1709*** -0.1524*** -0.1249*** -0.2101*** 
 (0.0394) (0.0394) (0.0395) (0.0407) (0.0376) 
      

Observations 18,216 18,216 18,216 18,216 18,216 
R-squared 0.0829 0.0832 0.0774 0.0858 0.0817 

Notes: Robust standard errors in parentheses. *, **, *** denote significance at 10%, 5% and 1% respectively. 

Estimations include importer and exporter fixed effects. 

The analysis, so far, considered the impact of the RTAs for the whole year. Of interest is whether the 
effect of RTAs in explaining trade resilience has been identical during the COVID-19 crisis. Therefore, 
we perform the regression analysis on separate periods: the first half of 2020 which was marked by 
a dramatic drop in trade, and the second half of 2020, when trade declines were more muted. 
Finally, we further restrict the sample to the most severe period of the trade downturn (from 
February to September 2020). Columns 3, 4 and 5 of table 1 show the regression results for those 
different periods. Overall, the result of the importance of deep RTAs in mitigating the trade decline is 
generally valid, both for the first and second half of 2020, as well as the most severe period of the 
trade downturn. On the other hand, the coefficients on shallow RTAs lose significance except when 
considering the most severe period of the trade downturn, where it remains significant at the 10 per 
cent level.  

One extension of the benchmark model is to consider differences in the effects of RTAs between 
developing and developed countries. Although the spread of the virus and lockdowns lead to 
economic downturns all over the world, developing and developed countries have different 
economic and technical capacities to deal with the economic, logistical and health challenges of the 
pandemic. These differences may also affect the importance of RTAs for a country's trade. Table 2 
shows the average effects of RTAs on trade of developed and developing countries, and then for 
trade of developing countries in three regions: Asia, Latin America and the Caribbean, and Africa. 
These effects are isolated by considering only the data comprising trade flows originating or bound 
to a country belonging to each group. 

The first column of table 2 shows the effect of RTAs on developed countries’ trade. The result 
indicates that developed countries' intra-RTA trade was more resilient by about 5 percentage points. 
There is no additional effect for deep RTAs in developed countries. On the other hand, column 2 
shows that on average the intra-RTA trade of developing countries did not perform any better than 
trade outside RTAs. However, trade within deep RTAs was significantly more resilient, by about 5.3 
percentage points. The effects also vary at the regional level. On average, RTAs were important for 
the Asian developing countries, as their trade growth under RTAs was about 5 percentage points 
greater than no-agreement trade. Still, no additional effect is found for deep trade agreements 
involving Asian countries. Trade within shallow agreements did not perform any better for Latin 
American countries, but trade within deep agreements was substantially more resilient (by about 7.2 

Table 1. RTAs and export growth 
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percentage points). Finally, African countries' trade did not perform differently whether subject to 
RTAs or not. 

 

  (1) (2) (3) (4) (5) 

VARIABLES 
Developed 
countries 

Developing 
countries 

Developing 
Asia 

Developing Latin 
America 

Developing 
Africa 

            
RTAs 0.0503** 0.0251 0.0496** 0.0229 0.0022 
 (0.0226) (0.0161) (0.0230) (0.0305) (0.0272) 
Deep RTAs 0.0192 0.0532*** 0.0495 0.0715** 0.0290 
 (0.0262) (0.0192) (0.0301) (0.0349) (0.0371) 
Distance 0.0016 0.0028*** -0.0001 -0.0045 0.0045* 
 (0.0018) (0.0009) (0.0025) (0.0042) (0.0025) 

Contiguity 0.0041 0.0171 -0.0618* 0.0491 0.0838** 
 (0.0349) (0.0215) (0.0334) (0.0507) (0.0355) 
Constant -0.0706 -0.1731*** -0.1960** -0.0176 -0.1817*** 
 (0.1040) (0.0393) (0.0828) (0.1144) (0.0420) 
      
Observations 6,768 17,448 8,280 6,580 9,199 
R-squared 0.0932 0.0856 0.0918 0.1184 0.1256 

Notes: Robust standard errors in parentheses. *, **, *** denote significance at 10%, 5% and 1% respectively. 

Estimations include importer and exporter fixed effects.  

We further exploit the data to test whether intra-regional RTAs trade performed differently from 
inter-regional RTAs trade. This effect is isolated by adding a dummy variable identifying whether an 
RTA is intra-regional. Table 3 presents the results for the effect of intra-regional RTAs differentiated 
by shallow and deep agreements. Column 1 reports the results for the full sample, while the other 
columns present the results for the groups as in table 2. On average, the trade growth under 
shallow intra-regional RTAs was substantially lower than in the average shallow RTAs, by about 5.7 
percentage points, implying that shallow intra-regional trade agreements had no effect on trade 
resilience. Conversely, the effect of intra-regional deep trade agreements is found to be similar to 
that of other deep trade agreements. At the regional level it appears that there is no difference 
between intra-regional and inter-regional trade agreements regarding their influence on trade 
growth.  

Overall, the econometric results indicate that RTAs played a role in supporting trade under the 
COVID-19 pandemic, as trade within RTAs declined by a lower margin than trade outside RTAs. 
This general result can be summarized in a number of stylized facts.  

First, intra-RTA trade has been more resilient during 2020, by about 5.6 percentage points, relative 
to the decline in trade outside RTAs. Moreover, when differentiating between shallow and deep 
agreements, trade within deep RTAs declined significantly less than trade within shallow RTAs. In 
magnitude, shallow integration mitigated the decline in trade by about 3.2 percentage points, while 
deep integration contributed an additional 4.6 percentage points.  

 

 

 

Table 2. Effects of trade agreements in developed and developing countries 
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  (1) (2) (3) (4) (5) (6) 

VARIABLES Full sample 
Developed 
countries 

Developing 
countries 

Developing 
Asia 

Developing 
Latin America 

Developing 
Africa 

              
RTAs 0.0544*** 0.0545** 0.0445** 0.0637** 0.0411 0.0171 
 (0.0179) (0.0231) (0.0203) (0.0291) (0.0390) (0.0309) 

Deep RTAs 0.0448* 0.0202 0.0535** 0.0526 0.0585 -0.0061 
 (0.0236) (0.0277) (0.0266) (0.0408) (0.0487) (0.1116) 
intra-regional RTAs -0.0574** -0.0794 -0.0461 -0.0413 -0.0462 -0.0481 
 (0.0272) (0.0755) (0.0300) (0.0441) (0.0605) (0.0586) 
intra-regional Deep RTAs 0.0216 0.0190 0.0144 0.0057 0.0314 0.0636 
 (0.0336) (0.0820) (0.0365) (0.0553) (0.0663) (0.1238) 
Distance 0.0023*** 0.0015 0.0025*** -0.0002 -0.0045 0.0043* 
 (0.0009) (0.0018) (0.0009) (0.0025) (0.0043) (0.0025) 

Contiguity 0.0200 0.0037 0.0256 -0.0536 0.0567 0.0889** 
 (0.0202) (0.0349) (0.0222) (0.0337) (0.0526) (0.0365) 
Constant -0.1655*** -0.0733 -0.1687*** -0.1984** -0.0210 -0.1775*** 
 (0.0394) (0.1042) (0.0394) (0.0829) (0.1145) (0.0423) 
       
Observations 18,216 6,768 17,448 8,280 6,580 9,199 
R-squared 0.0835 0.0935 0.0857 0.0919 0.1185 0.1257 

Notes: Robust standard errors in parentheses. *, **, *** denote significance at 10%, 5% and 1% respectively. 

Estimations include importer and exporter fixed effects. 

Second, the average results show some heterogeneity across developing and developed countries. 
Shallow agreements, while having an impact on developed countries’ trade resilience, do not 
appear to have had much of an impact for developing countries in making trade more resilient. In 
contrast, the impact of deep RTAs in mitigating the trade downturn is found to be similar for 
developing and developed countries.  

Third, heterogeneity is also found across developing countries regions. In particular, RTAs trade 
performed better than trade outside RTAs for Asian developing economies, but only deep trade 
agreements appear to have mattered for Latin America and Caribbean countries. Importantly, the 
data does not show any impact of RTAs on making trade more resilient for African countries. 

Fourth, there is no substantive evidence that trade agreements within countries of a specific region 
(e.g. intra-regional) performed any differently than inter-regional agreements in supporting trade 
flows during the COVID-19 trade downturn.  

Robustness Checks 
One consideration is whether the overall result of the importance of RTAs in making trade more 
resilient is peculiar to the COVID-19 pandemic or whether it is a general finding. Indeed, one of the 
objectives of countries forming RTAs is to make their trade less volatile. To explore whether this 
result holds, we use data from 2008 to 2020 and regress growth rates as in equation (1), but with 
the addition of year fixed effects.  Table 4 reports the results. 

Pooling the data across time indicates that on average trade within RTAs has been growing faster 
than trade outside RTAs (Column 1). In magnitude, shallow integration has added about 2.4 
percentage points to trade growth relative to growth under no agreements. Deep RTAs contributed 
additional 0.8 percentage points. Importantly, the positive effects of RTAs appear to be limited to 
periods of negative growth (Column 2), while the benefits are insignificant when trade growth is 

Table 3. Effects of intra-regional trade agreements  
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positive, and even reversed in the case of deep agreements (Column 3).  While these results are in 
line with the findings of table 1, there may be some differences between historical trends and the 
COVID-19 downturn. Column 4 therefore includes two additional terms to assess whether the 
effects of RTAs during the year 2020 were different. Column 5 reports estimates from the same 
specifications but only on negative growth rates. The results show that during 2020 the effect of 
shallow RTAs in adding to trade growth were substantially below their historical average. In contrast, 
trade under deep trade agreements performed above averages during 2020. Overall, the effect of 
RTAs on international trade growth during the COVID-19 downturn, while still in line with the general 
historical trend, was stronger in the case of deep RTAs supporting trade.10 

 
 

  (1) (2) (3) (4) (5) 

VARIABLES 

All sample 
from 2008 to 

2020 

Negative growth 
sample from 

2008 to 2020 

Positive growth 
sample from 

2008 to 2020 
All sample from 
2008 to 2020 

Negative growth 
sample from 

2008 to 2020 

            

RTAs 0.0237*** 0.0637*** 0.0030 0.0285*** 0.0711*** 
 (0.0035) (0.0040) (0.0030) (0.0036) (0.0042) 
RTAs 2020    -0.0625*** -0.0598*** 
    (0.0118) (0.0108) 
Deep RTAs 0.0085** 0.0243*** -0.0197*** 0.0050 0.0214*** 
 (0.0042) (0.0049) (0.0036) (0.0043) (0.0052) 
Deep RTAs 2020    0.0464*** 0.0231* 
    (0.0143) (0.0130) 

Distance 0.0000 -0.0070*** -0.0030*** 0.0000 -0.0070*** 
 (0.0002) (0.0003) (0.0002) (0.0002) (0.0003) 
Contiguity 0.0379*** 0.0814*** 0.0213*** 0.0379*** 0.0817*** 
 (0.0051) (0.0059) (0.0047) (0.0051) (0.0059) 
Constant -0.1584*** -0.4146*** 0.1506*** -0.1538*** -0.4075*** 
 (0.0105) (0.0137) (0.0074) (0.0106) (0.0137) 
      
Observations 193,733 67,518 126,215 193,733 67,518 

R-squared 0.0487 0.2241 0.1943 0.0488 0.2244 
Notes: Robust standard errors in parentheses. *, **, *** denote significance at 10%, 5% and 1% respectively. 

Estimations include importer, exporter, and year fixed effects. 

To test the validity of the results, we also perform a series of robustness checks related to the 
presence of outliers and on whether results are driven by particular countries. Table 5 presents 
those results. The first three columns of table 5 concern outliers. The first column omits growth 
rates equal or larger than 100 per cent. This removes remaining observations where trade values 
may not be correctly coded as high growth rates are uncommon and unlikely related to the effects 
of RTAs. The second column drops bilateral observations where trade was zero in 2019 or in 2020, 
and the third column drops importers or exporters with a total trade for 2020 of less than US$ 1 
billion. The results on the RTA variables remain positive and significant, therefore indicating the 
robustness of the overall results to the presence of outliers.  

  

  
10 As a cautionary note, this is to be considered a preliminary finding as it would require a more focused analysis.  

Table 4. Historical trend for the effect of RTAs on trade growth (2009–2020) 
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  (1) (2) (3) (4) (5) (6) 

VARIABLES 

Excludes 
rates above 

100% 
Excludes 
zero trade 

Excludes total 
trade less than 

1 billion 
Excludes the 

European Union 
Excludes 

China 

Excludes East 
Asian developing 

countries 

              
RTAs 0.0245** 0.0280* 0.0258* 0.0340** 0.0326** 0.0307** 
 (0.0123) (0.0149) (0.0153) (0.0154) (0.0149) (0.0155) 
Deep RTAs 0.0535*** 0.0426** 0.0511*** 0.0478*** 0.0457** 0.0358* 

 (0.0146) (0.0177) (0.0181) (0.0185) (0.0179) (0.0188) 
Distance 0.0044*** 0.0026*** 0.0016 0.0027*** 0.0027*** 0.0024** 
 (0.0007) (0.0010) (0.0010) (0.0009) (0.0009) (0.0010) 
Contiguity 0.0066 -0.0020 0.0077 0.0097 0.0200 0.0218 
 (0.0164) (0.0196) (0.0200) (0.0200) (0.0207) (0.0223) 
Constant -0.1675*** -0.1586*** -0.1649*** -0.1725*** -0.1716*** -0.1466*** 
 (0.0311) (0.0553) (0.0401) (0.0396) (0.0396) (0.0417) 
       

Observations 16,888 13,911 15,639 17,943 17,943 14,922 
R-squared 0.0871 0.0690 0.0854 0.0834 0.0828 0.0892 

Notes: Robust standard errors in parentheses. *, **, *** denote significance at 10%, 5% and 1% respectively. 

Estimations include importer and exporter fixed effects.  

The second set of robustness checks concerns particular countries. Column 4 drops the European 
Union, which is the economy with most RTAs in place. Column 5 drops China which, along with a 
few other (mainly East Asian) economies, recovered much earlier and stronger than the majority of 
other economies. Finally, column 6 drops all East Asian developing economies. Also in these cases, 
the results remain similar to those of the main specification in finding that trade within RTAs 
declined to a lesser extent relative to trade outside RTAs. 

  

Table 5. Robustness checks 
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5. Conclusions  
This study examined the effect of trade agreements on mitigating the trade downturn during the 
COVID-19 pandemic and finds that trade within trade agreements declined significantly less than 
trade occurring under no-agreement. This finding is both supported by descriptive statistics and 
econometric methods using bilateral trade data for 139 countries.    

Overall, trade within RTAs decreased significantly less than trade under no-agreement during the 
COVID-19 pandemic, by about 5.6 percentage points. Moreover, when differentiating between 
shallow and deep agreements, trade within deep RTAs is found to have been more resilient than 
trade within shallow RTAs. 

The results also show some heterogeneity across developing and developed countries, as well as 
across developing countries’ regions. In particular, while the impact of deep trade agreements has 
been found always significant in mitigating the effect of COVID-19 pandemic on bilateral trade, 
shallow agreements not always had the effect of making trade more resilient for developing 
countries. At the regional level, trade under RTAs performed better than trade under no-agreement 
for Asian developing economies and Latin American and Caribbean countries. However, the 
analysis does not find a significant impact of RTAs on making trade more resilient for African 
countries. An additional result of this paper is that, while RTAs have been historically associated 
with lower trade volatility, the importance of deep trade agreements in making trade more resilient 
was significantly above historical averages during the COVID-19 downturn.  

One possible explanation for the findings of this paper is that trade flows within RTAs are under 
more robust conditions and have lower trade costs relative to trade outside RTAs (e.g. lower tariffs 
and more intensive cooperation in other areas such as trade regulations and investment regimes). 11 
Therefore, during an economic crisis with a general fall in demand as in the case of the COVID-19 
pandemic, the residual demand orients towards more reliable suppliers with lower transaction costs. 
A parallel argument may be made on the supply side. When supply is disrupted, suppliers may 
become selective as to which contract to fulfil and which to forfeit. As RTAs' enforcement rules may 
make the forfeiting of contracts more costly, trade under these agreements becomes more resilient. 

The policy conclusions of this paper are straightforward in supporting the argument of RTAs being 
important for trade integration strategies as well as for sustainable development. As trade 
integration, and especially deep trade integration, makes trade more resilient, countries pursuing 
trade-oriented development strategies should consider trade agreements as an important aspect of 
such strategies. Since more resilient trade contributes to a more stable access to essential goods 
during a crisis as well as less volatile export and thus income opportunities, trade integration can 
contribute to important development goals.  

 

  

  
11 RTAs generally result in reducing regulatory differences among members. UNCTAD (2020) reviewed 107 RTAs 
and examined countries’ efforts to reduce regulatory divergence in order to facilitate trade in medical goods during 
the COVDI-19 pandemic. It develops a proposal for model RTA provisions to facilitate trade during a pandemic.  
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Annex 

 

Country Group 
RTA 

Classification 
Number of 

Observations 
Mean 

(per cent) St. Dev. 
Min 

(per cent) 
Max 

(per cent) 

All Countries All 18,216 -13.8 0.43  -100 175 

 No RTA 16,054 -14.1 0.44  -100 175 

 RTA 2,162 -11.2 0.38  -100 166 

 Deep RTA 1,199 -8.5 0.35  -100 166 

 Shallow RTA 963 -14.6 0.41  -100 153 

Developing 
Countries All 14,438 -13.8 0.43  -100 175 

 No RTA 12,811 -14.0 0.44  -100 175 

 RTA 1,627 -12.2 0.39  -100 166 

Developed  
Countries All 1,852 -12.7 0.37  -100 172 

 No RTA 1,481 -13.4 0.38  -100 172 

 RTA 371 -10.0 0.32  -100 152 

Africa All 5,338 -15.8 0.46  -100 172 

 No RTA 4,761 -15.7 0.46  -100 172 

 RTA 577 -17.3 0.44  -100 151 

Latin American and 
Caribbean Countries All 3,672 -14.2 0.43  -100 172 

 No RTA 3,205 -14.7 0.44  -100 172 

 RTA 467 -10.9 0.37  -100 159 

Asian Developing 
Countries All 4,764 -11.3 0.41  -100 175 

 No RTA 4,204 -11.7 0.41  -100 175 

 RTA 560 -7.9 0.36  -100 166 

 

 

Table A1. Descriptive statistics for global and regional trade (2020) 
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