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In sociology, homophily is taken as an establista&tt individuals tend to associate and bond with
similar others, as in the proverb "birds of a featflock together.” Also;Homophily in race and
ethnicity creates the strongest divides in ourgasksenvironments\{cPherson et al 2001, p. 415).
The authors of this oft-cited article go on: “Ageligion, education, occupation, and gender [fo]low
in roughly that ordet.Indeed, discrimination based on race and ethnisitreadily apparent in eco-
nomics too, especially in labor studies. (See Badrand Mullainathan (2004) and Eetal (2017)
concerning job applications; Lang and Lehmann (2@l Borowczyk-Martingt al (2017) con-
cerning wage earnings and employment.) Yet in stdif bilateral trade between countries, ho-
mophily is mostly absent. It emerged only recemtlya highly influential article by Guiso, Sapienza
and Zingales (2009) (hereafter GSZ). Since theyteyrtwo works have picked up on the theme:
Spring and Grossmann (2014) (in a critical spaityl Yuet al (2014). GSZ introduced somatic dis-
tance or difference in physical appearance on #seshof an Italian source: a work by Biasutti in
four volumes, dating 1954 (first edition), whichnsmarizes and extends a huge literature on racial
differences in physical anthropology. However, whihaking use of Biasutti, GSZ and the two
aforementioned studies, subordinate the whole is§ismmatic distance by treating it as affecting
bilateral trade strictly via trust: that is, asiastrument for trust in a 2SLS interpretation. hirstcon-

tribution, we shall instead introduce somatic disgas a direct influence on bilateral trade.

In his path-breaking work omhe Economics of Discrimination dating 1957, Becker modeled dis-
crimination in the labor market as founded on tistagte of employers for interacting with certain
groups of workers. His view has undergone subseaquedification, with allowances for the signif-
icance of beliefs about other people and somenaltielements in labor market discrimination (for
example, Phelps (1972) and Arrow (1973)). But a&sliierature in the preceding paragraph is wit-
ness, his basic position stands: racial prejudéceugh retains a firm position in explanationsasf r
cial discrimination. It is clear that such prejuglipartly stems from and partly breeds distrust. But
there is no precedent for viewing the prejudice, &mdadly, somatic distance in general, as imping-
ing on international trade strictly through theefil of trust. No one would argue that sex discramin

tion is only a matter of trust. There should bediguestion either that discrimination based oysph

2



ical appearance is not strictly a matter of trusthe specific case of international trade, istand-
ard, since Armington (1969), to allow that natiopatferences for different trade partners may in-
tervene in explaining bilateral trade. Should sacndistance be one of the reasons for these nationa
preferences, personal affinities could well be sberce, independently of trust. The mechanism
could take several forms. For example, an incr@asbe number of foreign markets to which na-
tional firms export raises their fixed costs andessitates choices. In making these choices, “dnima
spirits” may operate and thus explain why somaitatice enters. As another example, exporters of
consumption goods might find that their wares hanoge appeal to foreigners who resemble them,
partly because of similar tastes, but partly alscalise of a preference for associating with them in

commerce.

Once we admit that somatic distance has a directepih a gravity equation for bilateral trade, the
variable emerges as highly significant. It remaasn the presence of other cultural factors, otfle
ing language, religion, law, and the history of syaas well as sample evidence from questionnaires
about trust. Indeed, it is more robust than thé rBsist, based on questionnaire evidence, and the
history of wars never matter. Since immigrants @agicularly important in studying cultural inter-
actions, we introduce them. This has a seriougiyagdpng effect on two important cultural variables,
same legal origin and common religion. Adding ayafion-weighted measure of physical distance
in the presence of immigrants removes the sigmfieaof common native language too. Somatic

distance is hardly affected throughout.

All these results occur in a European sample doseSZ’s. There are two strong reasons for stick-
ing close to this sample. The more important i @ want to control for trust and we know no

alternative to GSZ’'s measure. But secondly, evaveifivere to drop GSZ'’s trust variable, we could
not extend the analysis very far, only to the wdsEurope outside the European Economic Area
(EEA) in 1996, since Biasutti’s data for somatistdnce permits going no further. This would es-

sentially add Eastern Europe, Iceland and Switadrla

The next section offers the test evidence, th@fohg one provides robustness tests concerning the

significance of somatic distance, and the lastemgages in general discussion and interpretation.



|. Tests and Evidence

The theoretical basis for the gravity model of intgional trade is now sufficiently well known to
permit us to pass directly to the estimating equmsti As mentioned, our sample size depends on
GSZ'’s trust variable. They drew this variable franmumber of Eurobarometer surveys of the trust
of people in one country in natives of anotherha then-current EEA. The exact question was: “I
would like to ask you a question about how mucisttgou have in people from various countries.
For each, please tell me whether you have a loust, some trust, not very much trust, or no taist
all.” The surveys took place in 8 separate years fron® 1@ 1996 (there have been no further sur-
veys since) and they cover 15 countries (Austrielgidm, Denmark, Finland, France, Germany,
Greece, Ireland, Italy, Netherlands, Norway, Patu§pain, Sweden, and the United Kingdom). Of
the 8 surveys, GSZ retained 7, and only 5 of thedLbtries appear in all 7, 4 of them only once. As
a result, they could only draw 595 observationmast. We draw more, 690, because they include
one variable limiting their sample that we shalgleet (Press coverage). GSZ are also careful to
filter out country-specific fixed effects in thewalata so as to focus strictly dilateral trust. They
further eliminate variations in trust by calendaay affecting the entire sample. We shall imitate

both steps.

As a start, the estimating equation is:

Ln Exportg: = o + p Ln Distance + 6 Border; +y Trust(Q);t + nit + Ajt + Uit (1)

Ln Exportstis the log of the exports of countryo countryi in survey yeat. Trust(Q); is the trust

of countryi, the importer, in country, the exporter, in the yearbased on questionnaire evidence
(Q). it and)t are importer-year and exporter-year fixed effegisis the residual. For the bilateral
exports data, we relied on UN COMTRADE. For diswnee followed GSZ in taking the distances
between the two capitals. Common border is theludadummy variable. There are no zeros for
the dependent variable. Eq. (1) is there to sh@nirtipact of Trust, based on the questionnaire evi-
dence, on trade in the absence of any other cultarables. It is the sole reflection of any cuétu
influences in the equation. All the relevant dgstore statistics are reported in the last tabldhl@a

4.

As seen from the test of eq. (1) in column (1) eble 1, Trust(Q) is totally insignificant. Distance



and common border are very significant, as genetale, but the coefficient of Distance is far be-
low the usual value of one or over (in absoluten®rin the gravity model, and the coefficient of

common border is unusually high relative to diseanc

Next, we repeat the same test for Somatic Distaftee substituting this distance for Trust(Q). As
regards the measure of somatic distance (drawBiesutti 1954, vol.2), let us quote GSZ in full

(GSZ 2008, p. 1107):

As an alternative measure of distance [to the DN#asure] between two populations, we derive
an index of somatic distance, based on the avdragaency of specific traits in the indigenous
population reported by Biasutti (1954). For heidfdir color (pigmentation), and cephalic index
(the ratio of the length and [to the] width of &laull). Biasutti (1954) draws a map of the prevail-
ing traits in each country in Europe. For each tiaiuropean Union countries fall into three dif-
ferent categories. For hair color we have “Blondwvails,” “Mix of blond and dark,” and “Dark
prevails.” We arbitrarily assign the score of 1he first, 2 to the second, and 3 to the third. Whe
one country’s somatic characteristics belong toermban one category, we take the country’s
most prevalent category. We then compute the sordatiance between two countries as the sum
of the absolute value of the difference betweein ed¢hese traits.

Column 2 shows the result of substituting Somatistdhce for Trust(Q). As we see, Somatic Dis-
tance is extremely important with the right sigm @ine estimates for physical Distance and common

border are moderately lower than before (in absdiertms), but remain highly significant.

Following, we use a mix of Trust(Q) and Somatidatise, while adding a range of controls for oth-
er cultural influences besides the obvious oneoafroon language. As regards these other controls,
GSZ make a whole series of interesting suggestibinsy introduce five variables, all of them pos-
sibly for the first time in the gravity literatureamely, first, same legal origins; second, thé¢ohys

of wars between countries going back to the ye&01¢hird, common religion; fourth, common
linguistic roots based on thgthnologue classification of language trees; and last, arsg¢eneasure

of genetic distance besides somatic distance #yaeritls on DNA sequences (Cavalli-Sforza et al
1996). For Common language, they resort to Comnftoiad language. Their measure of Same
legal origin comes from La Porta et al (1998), vdistinguish between French, German, Scandina-
vian, and English origins. These first two are duymrariables. The history of wars will not detain
us since GSZ dropped the variable early on becayseved insignificant (as has not always been
true since) and we do too. Common religion comemftheWorld Value Surveys of the World

Bank, which distinguish between Catholic, Protestdewish, Hindu, Buddhist, Orthodox, no reli-
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gion and other affiliation. Common religion is aBs®-1 indicator variable. Linguistic common roots
rests on the Fearon-Laitin (2003) index based aguage trees. We tried alternative measures for
all these variables except DNA sequences befor@idgcto stick to GSZ's with one outstanding

exception, concerning language, which we will jiysti

Column 3 shows the results of adding the aforeroeati cultural influences except for the two that
GSZ drop early on: the history of wars, and gendistances stemming from differences in DNA
sequences. The reason why they drop DNA sequeas&gell as the history of wars, is that the vari-
able is completely dominated by Somatic distancerntine two measures of genetic distance serve
together (as we find as well). For expository reasove momentarily retain GSZ's measure of
common language in column 3. As seen, the coefffiad Trust(Q) is still insignificant, as in col-
umn 1, but with the wrong negative sign. Commoiici@f language and Same legal origin both en-
ter positively and very significantly at the 99 gemt confidence level. Common religion does the
same but only at the 90 percent confidence levielguistic common roots is totally insignificant.
Finally, Somatic distance remains negative andifsogmt at the 99 percent confidence level just as

before in column 2.

Column (4) focuses on language. At the time GSZeyrthe only measure of common language in
wide use rested on official status. Rose (2000)readntly pioneered this measure in applying the
gravity model to worldwide evidence. Widely senab&e measures of common language based on
native language and spoken language only camelstadier. Since they came (or concurrently),
Melitz and Toubal (2014) have shown the superiasftypoth of these measures to official language
in measuring a common language. The point bearsadp®te at present. In the current sample of

the EEA membership of 1996, for example, Englislansofficial language strictly in the United

1 GSZ obtain moderately better results for TrustifQheir OLS estimates than ours, but the diffeesnare easy to ex-
plain. They stem from two sources: first, GSZ's itidd of Press coverage, costing many observat{ansl perhaps
secondarily their addition of Transportation cgsts)d second, their exclusion of somatic distamzE@mmon religion
from their OLS estimates of bilateral trade in artte reserve both for use as instruments for t@ist( a subsequent
2SLS specification. If we replicate their OLS edoias in the first three columns of their Table I§FZ 2009, pp. 1116-
7), we get a somewhat higher coefficient (0.42eiadtof 0.36) and higher standard error (0.21 anktf 0.17) for
Trust(Q) than they do in their column 1, a slightiwer coefficient (0.27 instead of 0.29) and higsandard error (0.19
instead of 0.17) in their column 2, and a slighdiyer coefficient (0.22 instead of 0.25) and thenitical standard error
(0.19) in their column 3. As thus clear, our est#saand theirs for Trust(Q) are quite close onrthpeécification. In
addition, if we introduce Press coverage (therasnly nearly 100 observations) and transportatasiscin our own
specification, which contains both common religeond somatic distance, none of our conclusions féeetad.



Kingdom and Ireland and therefore, based on offgtiatus, English is a means of communication
strictly between these two. As another examplen@eris official strictly in Germany, Austria, and
Switzerland; yet we know of the importance of Gemnrathe Netherlands, Denmark and the Scan-

dinavian countries.

In light of these concerns, we simply add Commotivedanguage in column (4) to the rest of the
variables in column (3) of Table 1. In order do we, constructed a special measure of the variable
SO as to adapt it to the study period 1970-1996ceSmost of the observations in this period come in
the latter part, the new measure rests on thenrdbon about native languages in the 15 relevant
countries in the 1988, 1996 and 2000 edition&tbhologue. First, we averaged the percentages of
native speakers of the relevant languages oveettiwee years. Next, we calculated the sum of the
products of the population shares country pair by county.gWe needed to sum the products be-
cause a country pair could contain native speadeo®th German and French in both countries, for
example j The resulting measure refers to the probabilitit tvo people at random from two dif-

ferent countries in the sample would have the saatige language.

As seen from column (4), Common native languagersrdignificantly at the 95 percent confidence
level. In its presence the significance of Commdéitial language vanishes completely. Otherwise,
there is little change except that Common religi@eomes significant at the 99 percent level. In
general, with regard to column (4), Common nataeguage is the largest of the four significant
cultural influences on trade. Based on standardistd coefficients, its impact is 7 percent, tholse

Same legal origin and Somatic distance are 6 peraed that of Common religion is 5 percent.

Il. Robustness tests

For the rest, our econometric analysis centersherrdbustness of Somatic distance, its robustness
alone and as compared with the other cultural bega Table 2 begins with a repeat of the last col-
umn of Table 1 without common official language ctilumn (2), we take advantage of supplemen-
tary information about somatic distance on GSZ'bsite (GSZ 2017). There, GSZ provide an in-

teresting alternative measure. Whereas the cumeassure rests on height, hair color, and cephalic

2 Admittedly, this procedure can lead to a probldrdauble-counting because of bilinguals and triliatg, etc., but that
is only an important concern for common spoken U@gg not for common native language (see Melitz Bogbal
2014, p. 354).



index (HHC), the website offers the possibilitytesting based on height and hair color (HH) alone.
This obviously can shed light on the separate ingmae of the cephalic index. As we see in column
2, measuring somatic distance based on height amccblor alone makes no mentionable differ-

ence. We shall continue in the remainder of oustsshow results for Somatic distance resting on

both HHC and HH alone.

Next, we introduce a particularly strong robustntesdt, to our minds: we admit immigrants. Not
only does this variable regularly enter highly #iigantly in previous estimates of bilateral tratief

its presence tends to lower, blur or even elimmdte influence of other cultural variables. Our
measure of Immigrants is the stock of people imtgy, the exporter, who were born in couniry
the importer (Ozdert al. 2011). This variable (Immigrants) is obviously @b to simultaneity
bias since exports from countrynto countryi may encourage emigration frointo j. The reverse
influence of trade on Immigrants is thus also exgeto be positive. Consequently, failure to cdrrec
for it (and we do not know how to do so), in pripiei, should lead to an exaggerated positive coeffi-

cient of the variable. All the other coefficientigsates in the equation could be affected.

With these caveats in mind, column (3) shows wiagipens when the variable enters. As ever, Im-
migrants is extremely important. In its presencem@on religion ceases to matter at all. The coef-
ficient of Same legal origin drops too though tlaeiable remains important somewhat below the 95
percent confidence level. The coefficient of Commative language drops as well, but the variable
remains important at the 95 percent confidencel.l€eall the cultural variables, only Somatic dis-
tance (HHC) is relatively unaffected. Its coeffiti@lrops but it remains significant at the 99 petce
confidence level. The last column of Table 2 stbss Somatic distance (HH) for Somatic distance
(HHC). Now HH behaves moderately more poorly thanGd However, with HH present, Same

legal origin becomes insignificant and Common feliggemains so.

Table 3 takes up an important suggestion in Spaimd) Grossmann (2016, pp. 107-108). They ob-
serve that Head and Mayer (2002) had argued fangbeof population-weighted distances in limited
regional samples like ours on the ground that theromeasures of distance tend to exaggerate the
effects of Common border. We find, as Spring ands&mann did, that use of the population-
weighted measure gives more plausible resultsarG8Z sample.
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The first two columns of Table 3 begin by removingnigrants in order to distinguish between the
effect of the new measure of distance and thatrwhiprants. Let us focus first on Distance and
Common border, where the basic change lies. Tk#icent of Common border in columns (1)
and (2) (where the difference between the two &gus low and disregarded) goes down from its
comparable level in Table 2, columns (1) and (8)expected, but only moderately so. On the other
hand, the coefficient of Distance rises substdgtialabsolute terms, from —-0.42 (or —0.43) to 9.6
(or 0.66). This approach to -1 strikes us as geadan to favor population-weighted distance since
-1 or higher (in absolute terms) is more typicagravity tests. Viewing the cultural variables next
we find that the switch to population-weighted digte affects Common religion adversely. The
variable now remains important at the 90 percevell@hereas it was so before at the 95 percent
level in the comparable columns (1) and (2) of €hlCommon native language experiences a sim-
ilar fate. Its coefficient drops, though it remasignificant at the 95 percent confidence levellyOn
Same legal origin and Somatic distance are relgtiveaffected. The bottom line is that all four
cultural variables remain important with the suiosion of population-weighted distance for dis-

tance between capitals.

The picture changes when population-weighted digtaand Immigrants are mixed together, as we
find in the last two columns of Table 3. Now Comnrative language becomes insignificant for the
very first time. Common religion also returns tgignificance where it was before with Immigrants
alone (columns (3) and (4) of Table 2). Same legain holds up relatively better. Its coefficient
and significance drop as compared with columnsa(ig (2) of Table 3 and the variable remains
significant either at the 95 percent (column (3)jhe 90 percent confidence level (column (4)). On-
ly Somatic distance remains basically unaffectesdcdefficient is essentially untouched and itk s
significant at the 99 percent level in one case @Hlldnd the 95 percent level in the other (HH). All
in all, we are prone to attach importance to thelenately better performance of Somatic distance
HHC than HH in Tables 2 and 3 and thus the presehtige cephalic index in measuring Somatic
distance, partly because its absence notably rtigesoefficients of Common border and Common
native language (suggesting that these last twiablas partly reflect the cephalic index in its ab-

sence).



As we look back on the entire set of results inlésld, 2, 3, Somatic distance behaves distinctly
better than the other cultural variables. Apartrfrthe outlying value of —0.13 when the variable
served as the sole reflection of any cultural iefices (Table 1, column 1), its coefficient varies
from —0.10 to —-0.07 from start to finish, and itgrséficance falls below the 99 percent confidence
level to the 95 percent one only when it is meas$stactly on the basis of height and hair coloy. B
contrast, all of the other cultural variables truljt at some point. Common language does so in the
last two columns of Table 3. Same legal origin de@$n the last column of Table 2 and it only re-
mains significant at the 90 percent confidencelleveolumn (3) of this table and in column (4) of
Table 3. Common religion moves from good perforogaat first in Table 2 to poor performance in
the last two columns of the table, and from acdaptperformance in Table 3 to poor performance

in the last two columns of the table.

l1l. Discussion

General discussion may begin with the implicatiohshe insignificance of Trust(Q). On a strictly
formal level, there are two possible interpretagio@ne is that trust has no bearing on bilatesaletr
The other is that Trust(Q) is a poor estimate wdttin bilateral trade and therefore that trustaim
embedded in the other cultural influences (as agran the estimates. There is little doubt that th
second alternative is to be preferred. It woulddifécult to deny the importance of trust in trade
simply because of poor results in a sample of arsige questions about trust (subject to sample
variance and demanding respondents to put up ke sthatever) in the teeth of all the previous
historical evidence, going back many centurieshé&contrary. Nor can we easily overlook the theo-
retical and common sense grounds for this histbec@ence to the contrary. Significantly, though,
the answer has a drawback. It forces us to receghat Somatic distance, however independent it
may be of common language, common religion and comlaw in our results, most likely reflects
an element of trust as well as cultural affinitiget removing this ambiguity would be a formidable
task. For the time, we cannot do so but must simpplgt back to the earlier evidence we summoned
of homophily and discrimination in labor markét$his evidence greatly undermines any conceiva-

ble effort to pin the influence of Somatic distamedoreign trade entirely on rational calculatiasfs

3As regards homophily, Fehr (2014) also provideateel evidence of differences in altruism and coafp@n depending
on in-group status.
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expected returns. In addition, even under laboyatonditions of contrived trust games, psycholo-
gists have great difficulty distinguishing effectistrust from ones of risk aversion and philantlyrop
(or a mix of personal ethic and self-esteem) (fmeexample, Fehr 2014). Isolating the impact of
trust in the uncontrolled environment of bilatetralde in economics would seem even more daunt-
ing. On the basis of the general state of knowledgeakes good sense to ascribe the impact of
physical differences between peoples on their &@soaf trade partners in our results largely toaoci

preferences, prejudices and the like, quite apamnt trust.

Next, what shall we make of our better resultssimmatic distance than all the other cultural varia-
bles? How much credence can we give to this out@oRether little, we think. The major reason is
the limitation of our sample to the 15 European rners of the EEA in 1996. The importance of
this limitation shows up in a number of ways. Osi¢hie impact of substituting population-weighted
distance for distance between national capitalsciMurevious work shows that once a sufficiently
wide world sample of countries serves, it makeslifference in gravity equations whether distances
are measured based on capitals, central geograpdoesions, most populated cities, or otherwise.
If population-weighted distances rarely serve std@fworld samples, as they seem to do, it is only
because researchers know that the added sophdsticabuld be pointless. We have checked this
point in our 193-country sample in Melitz and Touiz014) by substituting population-weighted

distance for distance between most-populated cibiesearlier choice. The differences in the coef-

ficients and standard errors for distance and combmoders are hardly worthy of discussion.

As a second indication of the importance of ountkeh sampling, past work with worldwide sam-
ples also tends to yield better results for comiamguage than those here. In a study focusing on
the proper measurement of common language, we foarsharp contrast to the present, that com-
mon official languages, common native languagesdifidrences in linguistic roots all emerge as
simultaneously importanikid.). True, somatic distance was absent in thisezanirk, but all the

other cultural variables (all of them besides {rhstre present are there too.

Common religion and Same legal origin deserve arsép word. Right now, the only possible
common religions are Catholic and Protestant. imoald sample, there would be room for other
important shared religions such as Muslim, Buddaisd Orthodox. The results could be better or
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worse. Similarly, GSZ's measure of Same legaliorigzvhich distinguishes between French, Ger-
man, Scandinavian, and English origins, would b&cdit, if not impossible, to apply on a global
scale. Any global measure of legal systems wouktirte rest on a different classification, for ex-
ample, JuriGlobe’s between civil law, common lamidMm law, and mixed systems. Once again,
the variable might behave differently. For all thesasons, we must beware of concluding that So-

matic distance is the most reliable of the cultimfilences.

Still, what about the importance of somatic diseaas such? In our view, the variable’s behavior in
our tests provides powerful evidence in its fa@ne might have thought that in a limited sampling
of 15 European countries, like ours, the signifezof the variable could not appear because of in-
sufficient variance. But the results fly in the d¢aaf this prior. In fact, height and hair color méodo
almost as well as the variable with a cephalic xnti®. Furthermore, with or without a cephalic
index, Somatic distance outperforms the other calltuariables. Upon separate examination of the
issue of variance as such, the three relevant Earopnaps in Biasutti (vol. 2 of the 3d edition,
1959, insets between pages 40-41, 42-43, and 48€l®)it sorting each of the three elements of
Somatic distance into three separate groupingspasdd on GSZ's method of scoring, the coeffi-
cient of variance of Somatic distance is aboutviith HHC and .67 with HH alone. Those figures
are high enough, it seems, to answer any puzzleatsnit our ability to discern the impact of the
variable. Of course, with wider geographical samglithere would be still more groupings of each
element (that would even be so for all of Eurogma), which would mean more scope for Somatic
distance to bear its influence and greater easletetcting its impact. Once again, based on pure sta
tistics, this could work in any direction. But empally speaking, it would be surprising if effecs
differences in physical appearance on trade thaeapclearly in European evidence alone were to
blur or disappear with added evidence from Afritee Middle East and Asia. On the contrary, we

would expect the importance of the variable to slhipvbetter with broader sampling.

There remains the vexing issue of the absence iof @dor in the measure of somatic distance.
Many people, we included, would expect this elenw@gomatic distance to be, in fact, the most
important. Yet there is no available index forAtrepair of this problem would be very welcome.

Perhaps internationally comparable measures ofcgkor could rest on differences in melanin.
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TABLES

Table 1. Baseline tests

1) (2) (3) (4)
Distance (log) -0.50*** -0.40*** -0.40*** -0.41%**
(0.09) (0.09) (0.08) (0.08)
Common border 0.72%** 0.63*** 0.30*** 0.28***
(0.15) (0.13) (0.12) (0.10)
Trust(Q) 0.30 -0.26 -0.21
(0.20) (0.18) (0.18)
Common official language 0.48*** 0.04
(0.15) (0.17)
Common native language 1.04**
(0.45)
Same legal origin 0.31*** 0.24**
(0.09) (0.10)
Common religion 0.26* 0.35**
(0.14) (0.14)
Linguistic common roots 0.33 0.28
(0.27) (0.27)
Somatic distance (HHC) -0.13*** -0.10*** -0.09***
(0.03) (0.03) (0.03)
Yes Yes Yes Yes
Yes Yes Yes Yes
Observations 690 690 690 690
Adj. R? 0.947 0.962 0.963 0.963
Number of country pairs 207 207 207 207

Notes : All regressions contain exporter/year angdarter/year fixed effects. Robust standard errors
in parentheses have been adjusted for clusteringpbwgtry pair. ***** * different from 0 at the
respective 1%, 5% and 10% significance levels.
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Table 2. Robustness tests

(1) (2) (3) (4)
Distance (log) -0.41%** -0.42%** -0.44%** -0.44%**
(0.08) (0.08) (0.07) (0.07)
Common border 0.28*** 0.34*** 0.24*** 0.29***
(0.10) (0.10) (0.09) (0.09)
Trust(Q) -0.20 -0.21 -0.08 -0.08
(0.17) (0.19) (0.13) (0.14)
Common native language 1.11%** 1.29%** 0.71** 0.8
(0.31) (0.34) (0.30) (0.33)
Same legal origin 0.24** 0.22** 0.16* 0.14
(0.09) (0.10) (0.09) (0.09)
Common religion 0.35** 0.35** 0.22 0.23
(0.14) (0.14) (0.14) (0.14)
Linguistic common roots 0.29 0.11 0.10 -0.05
(0.27) (0.29) (0.25) (0.27)
Somatic distance (HHC) -0.09*** -0.079***
(0.03) (0.026)
Somatic distance (HH) -0.10*** -0.087**
(0.04) (0.034)
Immigrants (stock in logs) 0.14*** 0.14***
(0.03) (0.03)
Exporter x Year FE Yes Yes Yes Yes
Importer x Year FE Yes Yes Yes Yes
Observations 690 690 690 690
Adj. R? 0.963 0.963 0.968 0.968
Number of country pairs 207 207 207 207

Notes : All regressions contain exporter/year anddrter/year fixed effects. Robust standard errors
in parentheses have been adjusted for clusteringpbgtry pair. ***** * different from 0 at the
respective 1%, 5% and 10% significance levels.
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Table 3. Population-weighted distance

(1)

(2)

3)

(4)

Pop-Weighted Distance (log) -0.65*** -0.66*** -0.6% -0.64***
(0.10) (0.12) (0.10) (0.10)
Common border 0.24** 0.29*** 0.22** 0.26***
(0.10) (0.09) (0.09) (0.09)
Trust(Q) -0.26 -0.26 -0.15 -0.15
(0.16) (0.17) (0.13) (0.14)
Common native language 0.80** 0.93* 0.46 0.57
(0.32) (0.36) (0.32) (0.36)
Same legal origin 0.25%** 0.23** 0.17* 0.16*
(0.09) (0.09) (0.09) (0.09)
Common religion 0.28* 0.28* 0.17 0.17
(0.14) (0.14) (0.14) (0.14)
Linguistic common roots 0.15 0.02 0.01 -0.10
(0.26) (0.28) (0.25) (0.26)
Somatic distance (HHC) -0.07*** -0.07***
(0.03) (0.02)
Somatic distance (HH) -0.08** -0.07**
(0.04) (0.03)
Immigrants (stock in logs) 0.12%** 0.12%**
(0.03) (0.03)
Exporter x Year FE Yes Yes Yes Yes
Importer x Year FE Yes Yes Yes Yes
Observations 690 690 690 690
Adj. R? 0.965 0.953 0.969 0.968
Number of country pairs 207 207 207 207

Notes : All regressions contain exporter/year anddrter/year fixed effects. Robust standard errors

in parentheses have been adjusted for clusteringpbgtry pair. ***** * different from 0 at the
respective 1%, 5% and 10% significance levels.
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Table 4. Descriptive Statistics

Dimension Mean Std. Dev. Min Max
Bilateral Trade Logarithm 21.25 1.73 15.45 24.79
Trust(Q) Real-non-neg. 2.73 0.29 2.01 3.65
Common official language Binary 0.06 0.23 0.00 1.00
Common native language  Fractional 0.03 0.12 0.00 85 0.
Distance Logarithm 6.92 0.71 5.16 8.12
Common border Binary 0.18 0.39 0.00 1.00
Same legal origin Binary 0.35 0.48 0.00 1.00
Common religion Fractional 0.30 0.26 0.00 0.87
Linguistic common roots  Binary 0.37 0.18 0.00 1.00
Somatic distance (HHC) Real-non-neg. 2.46 1.22 0.00 5.00
Somatic distance (HH) Real-non-neg. 1.64 1.11 0.00 4.00
Immigrants (stock) Logarithm 9.14 2.07 3.74 13.38
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