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Abstract: U

The main purpose of this paper is to investigate the
nonlinear relationship between types of intra-industry
trade and inflation rate using the panel smooth transition
regression model for selected developing countries
during the period 2001-2016. In the framework of new
trade theories, the relationship between intra-industry
trade and inflation rate is not definite and clear, and the
relationship depends on market structure, product
differentiation and economies of scale and other factors
such as trade liberalization, exchange rate pass through,
government size and human capital. For examining the
relationship between types of intra-industry trade and
inflation rate, two empirical models each in four cases
have been used. In general, the results show that
increases in vertical and horizontal intra industry trades
reduce inflation rate which confirms the results of
Krugman studies (1981, 1979). An increase in inflation
also reduces vertical and horizontal intra-industry trades.
According to the obtained results, it seems that
enhancing intra-industry trade, especially horizontal one
could improve foreign trade as well as control inflation.

Keywords: Types of Intra-Industry Trade, Inflation
Rate, Panel Smooth Transition Regression, Developing
Countries.
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1. Hotelling Model



e (Gdmwgs Jloyd (slayedS 13 pyg5 & g Cario 9 )b gyl ad e salaly : Srwly g (k5 vy

aS a8 o ple (VY=Y e ) bisp souiS plo slaolSs
O3 YU del )3 b (ol yguiS (6lps 1) Cand g S (ol
Soslaul b (YY) 5 (sl ;503 (o I i3 o
(VA20-Y+ V)i udy mlio (lp (ogee ol Jdo
03lgs g adlsl Lials b ol I gyl aS" KB g0 i
Lol Sy oyl eoplply a8 o 0yl 1) (slalawly bl (sl
OBaS culBy cuod Sl 4 1STly o 1) lislacedd
)l oalawl L (“ﬂﬂ;) ubl.iua 9 Lgv_wl) .\.«Sw JA..\_:J
9 u‘)—*-" ‘@91_»‘_; Lng o3l JJ_A LS):’S)Lg{ 9 ISIC L)
|) Ol)f’.] ‘51 c\;’l&)lf CJLJ@ PRIEMRL.S JLo.ul odS Oy Job.c
5 35S po8 Cuud 45 35l ol duS cpl 4 g 00,5 Ly
azje JWl  jbles g cute Sl pulide I (2306 sl 4850
R Qg uL‘*" 09> Canl Coond )'5l> aalllao C)J"I C-’L“’ Sy
9 il (oo See auia JUil (i 2 ik S Le
Ol Jaaze plos 5 gai5 a5 Ll ool Hlis (WAA) e
90 g > adllas (pl S 0 3bul ) ane BB 2l
b olrl @b)ly (@Y g9 () adlio HS (g dil o)
Ao ol 4 g 03,8 3)ygl 4 WAYSAYAY loj 090 o
Lo 3 )l SV a3 g9 (Al L & Cunl o
GDP oy -l J.)l_sw (5")" ulf.)wf d).aa.n bl.é) Ayas
L 3 (W) oy lSen g (—slS abbla s Ll adly il
G a0 8y 9 plaw ;3 Caio VY (gla 00l I eolata!
sbe 03> Juo emen 9 ()5 kel 2l 4 (g S
alge (e Cuto g 93 dlarly o5 Al ol (LS Ligy (bl
Rled g olide 5l (80 sl 4y o liL 3L gl
.b)b d9-2>9 Ol)—.’.l 4\_3\5)15 C”L—“’ L;})l& C;)b.d L ‘_Jy.a}us
By (oS czge Ll & () O)lS B ey
S 0k (o Ay il a2 yp liL LS I Sle 5 cuiS
o3l oLs, Ldlito g pysi 65 o o6)line il S5
Jie jleslarwl Ly (WWAR) 3268 (gl 9 (Srwly 2,105 o
VAV Glejoyen (b ol sl e JUT g S
2 Camioo (490 Gy &S Bduw)y a4 (oMo 1AAY
Pi95 £ 3 sbline g oaialS (gite Sl (o0 dw jl3Lo B
5 Cogd Gl il aiad o i 35 )20 Slalllas dgase 35l
9 S paside lotle ¥ gaze O)b3 9 Mg 2 p)98
3929 pi5 9 S0 )b le (ot pé el

6. Amiti et al.

S adllas il oo oS lete SV Cund g Wy o
$adye Sulidl A el ggbge ol )L (Yoo )5l
mabuly (LYK ol Gl cage oges lacsluy;
osos Lacdluy; & (6998 caylyd ol )3 2900 4
Y game alls (o1 S Gly)ly 1S 0 Mg |y (g nde
Jole 510500 Oyle 4 0y s plate glalawly Y
BByt 2los VB 9 S5 Ly Jalliye o 5 )
slacsbuonj ey gladgse ) ogles il o)bs
SY guase Calio(yg)d O)lo dn yoxie Alg5 e (cog0e
D9 sldlawly jlate

g Coio (13, L0 gls 3l e dlaly Yyl cggoomo 5
g porlas adaly ol Ll sl (s i 5 11 53 58 ¢ 5
09 )8 S IS ey (o0 a3 4 Jg G (olab
ovlie jl iU ola a8y o g plod Jdd 4l jd o
095l W b Jg amd (oo (L5 (65268 STy p)55 £ ieS
P29 &5 STy 29y (oo ] Ctio (19,0 )l Ay
J 4 (3508 Curio (19,0 )l w0y 4l QLI 0
P 9 (0 Py TP ) S STy cge (S Cglis
Sle fdils Bl Camto (49,0 )b G gaxe o5 b
S-S GiSly cage (il g 039 06 b (55 S5
Tolaw ) dwy (oo yla & o blie )3 005 oo pyg8 E45 5
oS Caxinio (99,0 )L 95 93y )98 £ ¥ omb
09> &5 3L p)95 255 ol 53 5yl Cute Jodl
A2 i i e STy 28] Cao

G (S Y
slaosly jl ldegoare ol o (Vo) o Lsan 5 5>
ol 4 VWY Slos g0l (o byl bl glaguis
T = e gl Camiuoyeyd ylou &S Wlddl s don
St (VOY) (Sostl)S 5 (S} olio 1 305 )5
b ol 6l b (sloy0uS Sl (glasgazo 5 lall S
Olae 48 dlodwy don cpl 4 VARY=Y -+ Jloj (g0y90
JJUsls 5 o 210 392y slalady ol oS g Cand
b olsyl oS lo (clmolSss I clacgazxe (sl (Y45
aS wolaztl cowd dont cpl 4 Ve oV=Ye et Sloj oy
- 69 YL S b LY s Baas o liS
sl Cel ST L Jae 5l eslizl b (Y+15) ol o

1. Chen et al.

2. Szczygielski& Grabowski
3. Chen & Juvenal

4. Flach

5. Fixed Effects



(¥)
r
Yie = pi + ﬁ’Oxit + Z ,éjxitgj (qi(tj); Y €j)
j=1
+ uit

Lol Jl i m oy S €= (Cp, 00, ) oS
o oS el Y g laibol b Ji e G oSS
€1 S0 S 57 > 0 slacodgise 5 el Jisl ub
O Jlasl g g sl boas Lluls ol < cpy
ol 045 &l (F)absleo & yqun

(¥)

ooy ifqr=c
G=0cq)= {0 otherwise

Y \ =
(VerF Codg)lm g Sladss 9 Ve e )l San o S5 S)
Jie aiilen 53 Jue l 1 S S il nle
1 o sl e 39 bl (=11 0Me (gm0 5,
gy 03 JUisl @ plie g asbe (s3> ) 99 9 bl
4Sygb LS oo Jo S g yho 4 i 4 pgd 9
£95 9 Jol ply 2 sy 4u o + B1 au Po jl b yielyl
L ooy a0 Jio S Coled 3 &5 2980 929) w25y
9 5 Glae pm) S b & 25 Jols il 1>
=B Loyl )l ol ss cplpll il o (sl (g3 w255
=3y P AS Gy WS S € > —0 , 0 > 0
Jie )i vy 9 0 9 (€1 < Qi < C2)Slee
Bo+ b1 B0 w554 (€ = —00 ,Cp = +00
9 5 She 03y 0 55 G Jsl gl el opl o &5 aib e
Jo e WS o Juo S g yho 4 g A o> w2))

. . (c14c) .
Sy (lite jobody JUGl ) o D355 (gaeS Hlade

L1 . . ~

aS Slejoyl,l, 8 29 e O diuaS Hlade )5 o
Ol )Ly e 4y 3B (M=) o5b5 gl 03l Mo
Glio (Jaily 3 ) (M72) 98 %05 (g 5l oo
5 S palie lil a anld (slogy ylid) ol o oS

£3Y il e wolite JSle Hlide jl 5 0dg dslie Qi SooS

1. Gonzalez, et al.
2. Colletaz & Hurlin

e 2 48 amd (o0 LS g9dge Sl 900 (imen )
O)log (sataly 4 paiane i 90 4 Bdas 39290 sla
lase ol 5l So g 53 9 08 0)Lsl )95 £ 9 Cuxtiogygyd
el JEsl cae o g slailiwlis pus 9 digw 90 (sdlaly &
ol 045 3 ye5 st (slawa]) p3 Catoyg)d O)los
)los gl (st elatl) (o) o Sl sl
sy g Gllislis el 3003 p)55 £ 5 S g3
o Loy 53 pogs 00 9 Ceioygy® &)l gyl JUsl
035 v Mo JLESI yam,Sy Jdo 51 ooliiwl b 1504950 & yguo
Bl oo S (gamg S0 slygdS slp (29hl sl

Joae 2597 5 9 G b9 ¥

Jie (PSTR) 1sb (sla ools oMo Jlinl ym0,8, S
@k glaodls (slys Mo JUH (900,55 438L 5 S
o Jaml b G g sde w23y 92 b o sl Jae o8
D9 s iy (V)ahlee ©)90

()

Vit = Mie + Poxie + P1Xie9(Qie; ¥, ©) + Uit

35 Wig 5 golde <ol Sl gy sl ysie Sl ()l
id. iN(O,O'eZ) Gygmo 4y OT Fo31Y &S conl s dt\lo.?
BB psio dtwg @b G G(qies ¥, ©) Jisl gb sl e
9 Cwl ggo 9 )M O )IJJ]; 9 ol J[o).: «qit do.&.ml.»iw
9 Bo Cis—yS) o Lo bLs)l > cas (55 o
P S o ol ) J! @lgs 3 ol 55 45 358 00 iy pud
(v)

9(qiv,0)=(1

m
+exp| -y ﬂ(qit
j=1

-1

—¢ |) withy >0and ¢

< <-<cmn ,J
=1,..,r

sliza sy 39 ) i b PSTR Jsa (53l gpons IS5
sl (V)aholeo &jgo & 0al58  Jio



e (Gdmwgs Jloyd (slayedS 13 pyg5 & g Cario 9 )b gyl ad e salaly : Srwly g (k5 v¥

(A)
INFit = U + leit + C(,ZGDPPERIL- + d3GSit
+ M, + dsOPEN;,
+ deREX,,
r

+ Z[lﬂ”Tu + B,GDPPER;,
j=1
+ BsGSye + FMic + fsOPENy,
+ BeREX:t]1 G ()5 ) ¢i) + wi
®)

Hit = I’li + C(,]_INFL't + C(,ZGDPPERIL- + a,3GSl't

+ d4HDI; + dsOPEN;,

+ d4REX;,

T

+ Z[ﬁ'lquit + f,GDPPER;,
= S

+ B3GSic + BaHDIy

+ fsOPEN;,

+ BeREX;e] Gi(ajs v ;) + Ui
©)los glysl e abaly gy Sl pol adllan
g JLoyd joiS YA (sloodly jl o5 £33 g Canio9)
o 5 eMn Yoo V=YV Sloj (g0)50 (b cscio
ol oad ooliuwl (5Ll (gla odly puMo Dl g )5
gl olslyy aslllas 3y50 (ol oS 48 ol S
3ysme b piie Al 00 el * Slusl gdmwgi adls

Sl pj gad 4 pSl GG ) oolitul
Cood padld olwly o cusl pygi &3 S0l INFye
lpodly g o (635 03l Mo > s gy 5 0ALS'LS o
HTip el o Gyglans” Sl Sib ol 5l puica )
sl 4S8 Conl by e Catioygyd ©)los paS L
g oy (VA ) syl 5 g8 sl ) o (S0l
1wl 00 odlazwl (3 + )alsleo
()
B Yi=1lXije — Mije|
Yi=1lXije + Mije|
Pl VLS 09,5 ls)ly g clpslo sy & Myje o Xijt
sl (OB gl 5 Jig)S )adbio t ploj 015958 (sl
2 sl Gl 55,3 (lbodls I sSie Lasls dwsle
ol ool o0 ealil (HS)Simlon pllas o3, (b o

1T, =1

S (19> S)Lod 5 35 o il S5 g o o a3l
—= ‘QT Elogsl 4 Carinygy0 @yl VAR amd (b sl

5. Human Development Index
6. http://www.worldbank.org
7. Grubel & Lioyd

8. Harmonized System

35 |y (ESTR ) obes STR (655 S cunl dog5 4
ay Jlasl ms cdls opl )5 g0 LSTR2 X o5l
25 o iy y5 (B)ddslee 900
(4)
Gy, ¢, st) =1 —exp{~y(s; — c)*}

Jlasl yaie 89 ESTR Juo o bayiol)ly <l yoss oyl ol
29 (Git =€) Slue pj)y 4S5 <S> € > F00 |
» 5 G Jasl @b cbs opl o (€= £00) s> 05 9
0 e S g Jho S A a0 90 9 Sle )
9C1 = Cp &S Sloj Jg 098 g0 (a3 &5
()l s Jgo b el g2 dwlys = aizaS e A3
Vb el o8 g (Sl polie lil 4 5 005 )ik
io(4iaS) polis (el an S o)y Slusy JSis Loy
Sl 53 B ESTR (65501 il joo a4 Sidj
Jis 3 Oleiee @omss cnl 5l el 250 algs LSTR2
03)59“’" I\ rram )u u’?l’b d‘.ﬁ o> p.s)'to Jl.:wl u}u.u)f)
(V28 il g Sty ¢ Yoo ¥ oK 5 Soud

¥ =
codaile 5 5LadsS g Vo0 (o hlSen o JI5eS 5l gy b
W u)}l)l: Lgl.b NN W)MA Jlm.)\ u}u.u)f) J..\o ARRYd
G lisee Yl 3 () U (F) @V¥olae jo , bl 3udss )

y <o

=090 Clas e an SYalee cpl 3 a8 00,8 o Ly
&« Bl Caio gy Oyl g £ ¢ (S3g08 o
ool J&5) yuxie pygs
(%)
INFit = U; + dIVit + szGDPPEth + d3GSit +
dyM;; + dsOPEN;; + d¢REX;, +
2j=1[BilITie + B,GDPPER; + B3GSi + yMie +
BsOPEN;, + feREX;) Gi(q};vj, ¢j) + it
(v)
Vit = U; + C(,lINFit + szGDPPERLt + d3G5it
+ d,HDI;; + dsOPEN;;
+ d¢REX;;
T

+ Z[,B'llNFit + B,GDPPER;,
j=1 .

+ B5GSit + BLHDIy,

+fsOPEN;,

+ BsREX ;] G;(al: vy, ) + wie

1. Exponential smooth transition regression
2. Van Dijk et al.
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