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Introduction 
• “Gravity” is the 

workhorse of empirical 
international trade.

• Draws upon Newton’s 
law of universal 
gravitation (1687)

• Origins with Tinbergen 
(1962).

• Thousands of published 
articles and working 
papers since then.

• “Some of the clearest 
and most robust findings 
in empirical economics.”
(Leamer & Levinsohn, 
1995)
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Basic gravity 

• Economic “mass” is proxied by a country’s 
GDP.

• The distance between countries is taken 
as an indication of the level of trade costs 
they face.

• Think of a larger economy pulling more 
goods from its trading partners; similarly, a 
larger economy pushes more goods 
towards its trading partners.

• However, this process is impeded by trade 
costs (e.g., transport, tariffs, etc.)

• The gravitational force 
between two objects is 
directly proportional to 
each of their masses, and 
inversely proportional to 
the square of the distance 
between them.
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Empirical gravity model

• Take logs, add some reduced form coefficients, 
and include an error term to get the familiar 
empirical gravity model

• It is intuitively appealing, and also happens to 
have very strong explanatory power.
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Applications 

• Numerous applications looking at different types 
of trade costs, and their impacts on trade flows:
– Transport costs
– Tariff and non-tariff barriers
– Regional integration agreements, currency unions,
– GATT/WTO
– Time delays at export/import and trade facilitation
– Governance, corruption, and contract enforcement

• Increasingly used by development organisations
(WB, ESCAP, OECD, etc.) for their policy 



Key messages 
• The gravity model accords well with basic 

intuition about the drivers of international trade.
• It does a good job of explaining some important 

stylized facts about international trade.
• In more recent times, gravity has been given a 

range of rigorous theoretical foundations.
• Gravity’s main comparative advantage lies in its 

ability to use real data to assess the sensitivity of 
trade flows with respect to policy factors we are 
interested in.

• Gravity modeling can be a useful input into the 
policy process, but only if it is done well
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