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The current research is on the bilateral trade and labor migration 
in Pakistan a gravity estimation model. The purpose of this study 
is to see the impact of labor migration on trade. For this purpose, 
analyzed trade between Pakistan and 11 partners countries. 
These countries are used as partners Iran, Saudi Arabia, 
Bangladesh, United Arab Emirate, china, India, Sri Lanka, 

Malaysia, Thailand, United States, and the United Kingdom. 
Trade among two states is known as bilateral trade. This paper 
analyzes the trade between Pakistan and China. China is our 
neighbour and friend country. Pakistan and China share a 
common border for trade. Pakistan has a smooth and enjoys a 
long-run relationship with China. China helps not only to boost 
up Pakistan's economy but also in defence. Pakistan enjoys a 

good relationship with its partner countries in terms of trade 
tourism and these partners countries help each other in case of 

emergency. There are the following variables are used for this 
study trade, gross domestics product distance, population scale, 
capital endowment, land endowment, and relative importance of 
trade that affect the economy. These studies are related to 

Pakistan and 11 partners countries. Pakistan has enjoyed a long 
run and flourishing relationship with china. Panel data are for this 
research from2004-2019. Trade is a dependent variable in this 
study, Gross domestics product distance (GDP_dis), population-
scale (Pop_scal), capital endowment, land endowment, and 
relative importance of trade are the independent variable. Trade 
has a negative effect on gross domestic’s product distance and 

population-scale in Pakistan and partners countries. While capital 
endowment, land endowment, and relative importance of trade 
have a positive effect on trade in the case of Pakistan and 
partners countries.  Panel ARDL technique used for the 
estimation of results. 
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1. Introduction 
 

Trade between two nations or states is called bilateral trade. Like trade between Pakistan 

and China, Pakistan and India, Pakistan and United Nations, etc.  However, in this paper, we 

concrete on trade between Pakistan and 11 partner countries. These partners are our 

neighbouring country and our relations with partners countries are friendly. Pakistan is the first 
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Muslim state who accepts China as a country. Pakistan and China share the Khunjerab pass 

located at Karakorum highway for trade and economic activities. The distance between Pakistan 

and China is 3291 kilometres. Pakistan and partners countries are trading partners. Pakistan is 

a developing country as compare to some partners countries, for example, China, the united 

kingdom, the united states, united Arab emirates is self-independent country use their domestics 

resources fully after the fulfilment of its requirements it exports their products (Nawaz, Azam, & 

Bhatti, 2019). Pakistan is one of the large countries of developed import products. Pakistan is a 

developing country their exports are low compare to other countries. Gravity model used for the 

estimation of trade among two countries. Geographical distance is important among the trade 

partner. If the distance between trading partner is less then trade among them are strong 

(Botezat & Ramos  2020). 

 

In this research paper, we analyze the role of the gravity model and who it can be 

applicable in bilateral trade flow in the case of Pakistan. The following research paper also studies 

the use of cultural commodities between Pakistan and China, based on the nation of the volume 

of trade between them and its trading partner (Debaere 2003). Gravity model analysis aims to 

develop crucial inferences for Pakistan's trade strategy. A bilateral trade agreement signed to 

control the condition of those countries whose worker is transferred (Zhuang et al., 2021). 

Workers travelling country are sending the country and the country they migrate are host 

countries. Host or receiving country affords the legal protection to migrated worker protection 

from the work of national labor and provides the ability of health alliances etc (Shafiq & Gillani, 

2018). Different variables used by different researchers like gross national income geographical 

distance, population, energy consumption, air omission, technology, GDP growth, per capita 

income, etc (Fazal, Gillani, Amjad, & Haider, 2020). This sees that gross domestic’s product has 

a positive effect on trade. Gross fixed capital formation has a positive effect on trade. In this 

explain inflation has a negative impact on trade and it explains by results and discusses in the 

next chapter. Labor migration plays a significant role in trade (Frankel & Rose 2002).  

 

The major inspiration for migration may be sketched back to wage inequalities such as 

those that occur between industrial and developing countries. As effect workers from lowly 

countries are more likely to drift to developed countries to earn a higher income. This could help 

to raise individual labor migratory income or social income of sending countries frequently 

through transmittals. Many countries are possible view allowances as the primary assistance that 

labor migrants exist abroad offers to their home country (Eun, Kim & Lee 2015). In any event, 

following direct foreign investment, external release to developing countries has now surpassed 

both responsibility and official development assistance as the main foundation of financial input 

(Shafiq, Hua, Bhatti, & Gillani, 2021). If we see the migration toward the Persian Gulf majority 

of workers are young and low skilled from rural areas, low-income families. These migrants lack 

not just the financial resources necessary for long-distance migration but also the education and 

skills needed in high-income countries' labor markets. These migrants have the option of bringing 

their families with them, which could lead to long term residency in those countries. The presence 

of such a significant number of immigrants’ has not only accelerated the integration of Pakistan 

into the world economy but has also translated into a large flow of remittances back home 

(Légaré et al. 2018). 

 

2. Literature Review 
 

Menon (2006) studied interest in following BTAs has been skyrocketing. The number of 

BTAs in the Asia-Pacific areas has more than quadrupled in the last five years, from 57 in 2002 

to 76 in October 2006. There are almost 300 of them in the world. They attempt to explain the 

explosion of BATs in this research by identifying the key inspiration for them.  They discovered 

several general and specific elements at play. Each was further subdivided into sub-categories 

yielding a total of 11 distinct characteristics that could explain the growth of BTAs. 

 

Kilchling, Hansmann and Seeland (2009) gave the logical economics and terrestrial 

importance of the two countries and the facts that few revisions had explored before it was 

thoughtful to understand the environmental impact incorporated in bilateral commerce between 

the United States and China. That looked at the environmental impacts of the eastbound (from 
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Chins to the United States) traffic, specifically energy consumption and air pollution. Faustino 

and Preonca (2011) studied effects of immigration levels as well as those of immigrated 

representatives such as consumption of the host country language and level of requirement or 

entrepreneurship on Portuguese intra-industry trade were studied using a typed control lined for 

the effects of other socio-economics features such as economics scoped price indexes and 

distance. Aside from Eu-27 members, the group of countries investigated includes the  PALOPs 

a group of five Africa countries with Portuguese as their official language, and the BRICS  

countries (Mishra et al., 2006; Nasrullah et al., 2020).  

 

Go et al.(2013) relationship between food security and commerce was investigated with 

a focus on food importers to unexpected market activity from a small group of foreign traders. 

They calculated a bilateral imports saturation index (BIPI) which assessed how reliant a country 

was on another for food imports. (Herrera 2013; Pfisterer et al; 2009) investigated gravity 

equation has long been used to forecast cross-section national flows. However, there are 

significant issues with its empirical application that have yet to be resolved. Unobserved 

heterogeneity the presence of Hetroskedasticity in trade data and the possibility of zero flows 

are just a few of the factors that make estimating the logarithm impossible.  

 

Beck (2017) explained many hypothetical and experimental types of research on the 

relationship between trade and factor flexibility were motivated by the explained factor price 

equalization theorem. The results of bilateral trade on the separation of international permanent 

legal migration from 175 nations into the United States were empirically tested using a gravity 

equation. Kurtovic, Halili and Maxhuni (2017)  explained factor price equalization theorem had 

inspired many hypothetical and experimental papers on the relationship between trade and factor 

flexibility. This paper used a gravity equation to empirically test the result of bilateral trade on 

the separation of international permanent legal migration from 175 countries into the United 

States. Cross-section and panel estimations were provided as examining tools. The 

consequences showed that bilateral trade streams were not meaningfully clarified migration flows 

while the traditional factors do. 

 

Rahman et al., (2017) investigated China-Pakistan Economic Corridor (CPEC) as a 

massive project that will benefit both country's economy. In both country's trade and industries, 

there is a lot of opportunity for recompense for frugality. The study goal was to look at the impact 

of the China-Pakistan Economic Corridor on Pakistan fruit exports. The gravity technique was 

used to investigate bilateral or regional commerce. 

 

Donner et al.(2018) analyzed over the last decades the quantity and economic impact of 

bilateral agreement BTAs have to expand dramatically. Such contracts have a  significant impact 

on global trade later improvements in the flow of products and services had a significant impact 

on the economics of contracting countries as well as other partners involved in trade with these 

countries. The import tariff recently levied by the United States on its import of steel and 

aluminium was to curb its trade deficit. And one of the countries that had been a topic of this 

tariff was Germany. In their research paper, they investigated the impact of such tariffs on U.S. 

- Germany trade, especially whether or not the policy would help the United States control its 

trade deficit with Germany(Maluck, Glanemann & Donner 2018).  

 

Yeo and Deng (2019) studied and explained the procedure of free trade and protection 

was destroyed in current years. The developed countries were losing more and more markets to 

the profit of developing countries. Liberals are worried about new charge hurdles while 

isolationists fear that unevenly circulated losses and developments would lead to important 

economic dislocation of workers in import-competing industries. Beck (2020) studied the 

migration of medical practitioners has increased dramatically in the last two decades. The 

medical profession was one of the most mobile of highly skilled professions especially in Europe 

and it was known about how doctors pick their purposes. 
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3. Data and Research Methodology 
 

The annual data of 11 countries including Iran, China, India, Bangladesh, Thailand, Saudi 

Arabia, Sri Lanka, Malaysia, United Kingdom, United Arab imarets and the united states has been 

taken 2004 -2019 from different sources including IMF and World Bank i.e. The data of distance 

is taken from Google map while the Gross domestic product (GDP) per capita and Gross domestic 

product (GDP) has taken from International Monetary fund (IMF). Likewise, exports, imports, 

world GDP, capital, Labor force, arable land, total population have been taken from World Bank. 

All these variables are constructed for the gravity model in which GDP distance, Capital 

endowment, labor endowment, the relative importance of trade, population-scale and volume of 

trade has been used. 

  

Table 1 

Descriptive and Measurement of Variables  
Variables Source Descriptive Measurement 

unit 
signs 

Trade Exports + imports Log of the volume of 
trade 

Current US $ 
(million) 

 

GDP distance Max value of GDP per 
capita of Pakistan, GDP per 
capita of Partner countries, 

minus Min value of GDP 
per capita of Pakistan, GDP 
per capita of Partner 
countries 

Log of GDP distance Current US $ 
(million) 

-ive 

Cap endowment Max value of Pakistan 
capital ratio, partner 
capital ratio / min value of 

Pakistan capital ratio, 
partner capital ratio 

Log of capital 
endowment  

US $ (million) +ive 

Land endowment Max value of Pakistan land 
ratio, partner land 
ratio/min value of Pakistan 
land ratio, partner land 

ratio 

 log of Land 
endowment 

US $ (million) +ive 

Pop scale Population of Pakistan * 
population of Partner 

Log of Population scale US $ (million) -ive 

RIMT Distance*GDP 
partner/GDP World  

Log of Relative 
importance of trade 

US $ (million) +ive 

 

3.1. Model Specification  
 

𝑇𝑟𝑎𝑑𝑒 =  𝐹(𝐺𝐷𝑃 𝑑𝑖𝑠𝑡𝑎𝑛𝑐𝑒, 𝐶𝑎𝑝 𝑒𝑛𝑑𝑜𝑤𝑚𝑒𝑛𝑡, 𝑃𝑜𝑝 𝑠𝑐𝑎𝑙𝑒, 𝐿𝑎𝑛𝑑 𝑒𝑛𝑑𝑜𝑤𝑚𝑒𝑛𝑡, 𝑅𝐼𝑀𝑇)   (1) 

 

Econometrics form is given below; 

 
𝑡𝑟𝑎𝑑𝑒𝑡 = 𝛼𝑜 + 𝛼1𝑔𝑑𝑝_𝑑𝑖𝑠𝑡 + 𝛼2𝑝𝑜𝑝_𝑠𝑐𝑎𝑙𝑡 + 𝛼3𝑐𝑎𝑝_𝑒𝑛𝑑𝑡 + 𝛼4𝑙𝑎𝑛𝑑_𝑒𝑛𝑑𝑡 + 𝛼5𝑟𝑖𝑚𝑡𝑡 + 𝜀𝑡   

            (2) 

 

Where 𝛼𝑜 is the intercept and 𝛼1, 𝛼2, 𝛼3, 𝛼4, and 𝛼5 are the coefficients of independent variables, 𝜀𝑡 

is the error term in the model; Where  

𝛼1, 𝛼2 < 0 and 𝛼3, 𝛼4, and 𝛼5 > 0 
3 51 2 4

0 1 2 1 3 1 4 1 5 1

1 1 1 1 1

ln _ ln _ _ _ ln
p pp p p

it it it it t

i i i i i

trade gdp dis pop scal cap end land end rimt      − − − −

= = = = =

= + + + + + +      

             (3) 

The equation shows the long-run relationship between trade and labor migration in Pakistan and 

the gravity estimation model where α0 is the intercept µt error term. 
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4. Estimation Process 
 

For the estimation of results use the panel ARDL technique. 

 

4.1. Descriptive Analysis 
 

Descriptive analysis is defined as the analysis that is used to present the quantitative 

description and to summarize the characteristics of the data set. The descriptive statistics include 

meaning, standard deviation, Skewness, and Kurtosis to show central tendencies of the study of 

the variables. The mean value of the table is the purpose of showing central tendencies of the 

study of the variables. The mean value of the table shows the average value of the data. The 

standard deviation shows the fluctuations and variations in the data. The term Kurtosis shows 

the weakness of data. To measure the central tendency of the variables descriptive statics are 

followings: 

 

Table 2 

 Descriptive Analysis  
 Trade Gdp_dis Pop_scal Cap_end Land_end Rimt 

Mean 6.1145 6.0979 54254.82 5.0718 1.2280 430.3177 
Median 6.1473 5.2814 12081.93 4.9113 1.0237 18.1608 

Maximum 8.6429 9.9597 286630.8 20.9795 4.6543 21433.23 
Minimum 2.7985 0.7394 562.8337 0.7394 -0.4527 1.3767 
Std. Dev. 1.5099 2.7338 86118.00 2.7338 1.0945 1774.695 
Skewness -0.2845 1.0883 1.6458 1.0884 1.6011 9.7047 

Kurtosis 2.4793 7.6986 4.0162 7.6986 5.2078 113.0347 

Source:  results are estimated with the help of E-views. 

 

The trade is (6.1145) averages are (1.5099) variability with mean. Gross domestics 

product distance is (6.0979) with average mean and (2.7338) variability with mean.  The 

population scale is (54254.82) average values and (86118.00) variability with mean. The capital 

endowment is (5.0718) with average mean and (0.7394) variability with mean. The land 

endowment is (1.2280) with average mean and (1.0945) variability with mean.  The relative 

importance of trade (RIMT) is (430.3177) average mean and (1774.695) variability. The median 

shows the midpoint of all the variables. The maximum value of trade is (8.6429) and the 

minimum value is (2.7985). The maximum value of gross domestics product distance is (9.9597) 

minimum value (0.7394). The maximum value of the population scale is (286630.8) and the 

minimum value (562.8337).  The maximum value of the capital endowment is (20.9795) and 

the minimum value is (0.7394). the maximum value of the land endowment is (4.6543) and the 

minimum value is (-0.4527). The maximum value of relative importance of trade is (21433.23) 

and the minimum value is (1.3767). 

 

4.2. Correlation Matrix of the Model 
 

In correlation matrix test that how variables correlated with each other. Also, analyze the 

correlation between dependent and explanatory variables and how explanatory variables are 

correlated with each other. The value ranges from (0-1) and numerical values show the sign and 

relationship of values. They are expressing negative and positive relationships. 

 

Table 3 

Correlation Matrix 
 Trade Gdp_dis Pop_scal Cap_end Land_end Rimt 
Lntrad 1 …. …. …. …. …. 
Lnpop_scal 0.4862 1 …. …. …. …. 

Cap_end 0.7780 0.0732 1 …. …. …. 
Gdp_dis 0.8077 0.6579 0.5901 1 …. …. 
Land_end -0.0664 -0.4725 0.3237 -0.2966 1 …. 
Rimt 0.9038 0.5468 0.6983 0.8978 -0.2084 1 

Source: results are estimated with the help of e-views 11 

 



162 

 

The table shows that trade is perfectly correlated with trade. Ln population scale is weakly 

correlated with trade and perfectly correlated with population scale. Capital endowment weekly 

correlated with trade and perfectly correlated with population-scale and strongly correlated with 

a capital endowment. Gross domestics product distance is weakly correlated with trade, 

population scale, and capital endowment, and Inflation is strongly correlated with trade and also 

strongly correlated perfectly correlated with GDP_dis (Yang & Shafiq, 2020). The land 

endowment is negatively correlated with trade and population-scale and positively and weakly 

correlated with capital endowment and negatively correlated with gross domestics product and 

perfectly correlated with the land endowment. The relative importance of trade (Rimt) is strongly 

correlated with trade and weakly correlated with population-scale and perfectly and positively 

correlated with dross domestics’ product distance and capital endowment and weakly correlated 

with land endowment and perfectly correlated with the relative importance of trade. 

 

Table 4 

long Run Results 
ARDL (1,1,1,1,1,1) 

Variables  Coefficient P value 

GDP_DIS -0.1229 0.2738 

LAND_END 0.7489 0.0000 
CAP_END 1.2815 0.0000 
LPOP_SCAL -0.5382 0.0000 

LRIMT 0.6525 0.0059 

Source: results are estimated with e-views 11 

 

The coefficient of GDP_dis indicates that a one percent decrease in gross domestics 

product distance cause to decrease in trade by 0.12percent. It shows that there I a negative and 

insignificant relationship between trade and GDP_dis. The coefficient of land endowment 

indicates that a one percent increase in land endowment cause to increase in trade by 0.75 

percent. It indicates that there is a positive and significant relationship between trade and land 

endowment. The coefficient of population-scale indicates that a one percent decrease in 

population-scale case to decrease in trade by 0.58 percent. There is a negative and significant 

relationship between trade and population scale. The coefficient of capital endowment indicates 

that a one percent increase in capital endowment cause to increase in trade by 1.28 percent. 

There is a positive and significant relationship between trade and capital endowment. The 

coefficient of the relative importance of trade (right) indicates that a one percent increase in the 

relative importance of trade cause to increase in trade by 0.65 percent. There is a positive and 

significant relationship between trade and the relative importance of trade.  

 

Table 5 

Short Run Cross Section of Different Countries 
Variables  Iran China  Saudi UAE Bang India Sirilanka Thailand UK US Malaysia 

Conint -0.18 

0.0014* 

-0.64 

0.0000* 

-0.62 

0.0005* 

-0.069 

0.0000* 

-0.31 

0.0008* 

-0.66 

0.0001* 

-1.65 

0.0000* 

-0.40 

0.0003* 

-1.11 

0.0083* 

-0.16 

0.0000* 

0.54 

0.0000* 

D(gdp_dis) 0.38 

0.0151* 

1.91 

0.0021* 

-0.64 

0.4850 

0.016 

0.2890* 

0.36 

0.0007* 

-0.44 

0.0958* 

0.17 

0.0055* 

0.28 

0.0025* 

0.41 

0.5500* 

5.33 

0.0032* 

0.34 

0.0000* 

D(pop_scal) -2.13 
0.0000* 

7.36 
0.0000* 

-0.78 
0.0000* 

0.002 
0.0000* 

-0.17 
0.0000* 

4.82 
0.0000* 

-0.12 
0.0000* 

-0.34 
0.0000* 

0.32 
0.0000* 

0.25 
0.0000* 

-0.22 
0.0000* 

D(cap_end) 0.21 

0.0044* 

-0.29 

0.0000* 

0.14 

0.0000* 

0.024 

0.0100* 

0.23 

0.0033* 

-0.40 

0.0537* 

-0.21 

0.0000* 

-0.39 

0.0050* 

-0.86 

0.0002* 

-0.32 

0.0000* 

-1.17 

0.0014* 

D(land_end) 0.68  

0.7961* 

-0.11 

0.4154* 

0.13 

0.0021* 

0.182 

0.0000* 

0.98 

0.2570* 

0.78 

0.4321* 

0.80 

0.0000* 

-1.21 

0.0014* 

0.49 

0.0769* 

0.46 

0.0000* 

0.72 

0.0001* 

D(LRIMT) 0.98 

0.0203* 

-0.62 

0.9541* 

0.42 

0.0030* 

0.544 

0.0015* 

0.27 

0.1168* 

0.62 

0.0431* 

0.77 

0.0000* 

1.33 

0.0029* 

-0.54 

0.9701* 

-0.16 

0.0000* 

0.84 

0.0001* 

C 0.21 

0.0239* 

1.44 

0.0115* 

1.65 

0.0016* 

0.308 

0.0010* 

0.28 

0.0061* 

1.62 

0.0000* 

-0.33 

0.0317* 

0.19 

0.3546* 

1.68 

0.0649* 

0.31 

0.3355* 

-0.92 

0.6544* 

Source: results are estimated with e-views 11 

 

 These short-run results are associated with long-run elasticities that are estimated in 

the error correction model. It suggests that the result of a long run is positive or may be negative 

but it is always explained that the relation of the variable is positive in long run. But it may be 

positive or negative in the short run.  Short run cross-section of different countries for the model. 

Where coefficient (-1), which measures the convergence of the model and it is negative and its 

value is (-0.18) and its p-value is (0.0014*) and highly significant probability value that verifies 



163 

 

the short run causality from the explanatory variables to the dependent variable. The system 

converges to equilibrium with 106 percent if trade in disequilibrium. For Iran, the T-statistics 

value for GDP_dis is (0.38) with a significant probability value. In the case of population T-

statistics values are (-2.13) and with highly significant probability value (0.0000*). In the case 

of capital endowment T-statistics values is (0.21) and with significant probability value 

(0.0044*). In the case of land endowment T-statistics value is (0.68) and with an insignificant 

probability value (0.7961*). In the case of the relative importance of trade T-statistics value is 

(0.98) and with a significant probability value (0.0203*). 

 

 For Saudi Arabia, the T-statistics value for GDP_dis is (-0.62) with a significant 

probability value. In the case of population scale t-statistics values are (7.36) and with a highly 

significant probability value (0.0000*). In the case of capital endowment T-statistics value is (-

0.29) and with a highly significant probability value (0.0000*). In the case of land endowment 

T-statistics value is (0.13) and with an insignificant probability value (0.7961*). In the case of 

the relative importance of trade T-statistics value is (0.98) and (0.0021*) with a significant 

probability value. In the case of the relative importance of trade T-statistics value is (1.65) and 

with a significant probability value (0.0016*). For China T-statistics value for GDP_dis is (-0.64) 

with insignificant probability value (0.4850). In the case of the population scale, T-statistics 

values are (-0.64) and with a highly insignificant probability value (0.4850). In the case of capital 

endowment T-statistics values are (-0.78) and with highly significant probability value (0.0000*). 

In the case of land endowment T-statistics value is (-0.11) and with an insignificant probability 

value (0.4154*). In the case of the relative importance of trade T-statistics value is (-0.62) and 

with significant probability value (0.9541*). 

 

 For UAE t-statistics value for GDP_dis is (0.016) with insignificant probability value 

(0.2890*). In the case of population scale T-statistics values is (0.002) and with highly significant 

probability value (0.0000*). In the case of capital endowment T-statistics values is (0.13) and 

with a highly significant probability value (0.0021*). In the case of land endowment T-statistics 

value is (-0.11) and with an insignificant probability value (0.4154*). In the case of the relative 

importance of trade T-statistics value is (0.544) and with a significant probability value 

(0.0015*). 

 

 For Bangladesh T-statistics value for GDP_dis is (0.36) with significant probability 

value (0.0007*). In the case of population scale T-statistics values are (-0.17) and with highly 

significant probability value (0.0000*). In the case of capital endowment T-statistics values is 

(0.23) and with a highly significant probability value (0.0033*). In the case of land endowment 

T-statistics value is (0.98) and with an insignificant probability value (0.2570*). In the case of 

the relative importance of trade T-statistics value is (0.27) and with a significant probability 

value (0.1168*). For India T-statistics value for GDP_dis is (-0.44) with significant probability 

value (0.0958*). In the case of population scale T-statistics values is (4.82) and with a highly 

significant probability value (0.0000*). In the case of capital endowment T-statistics values are 

(-0.40) and with significant probability value (0.0537*). In the case of land endowment T-

statistics value is (0.78) and with an insignificant probability value (0.4321*). In the case of the 

relative importance of trade T-statistics value is (0.62) and with an insignificant probability value 

(0.0431*). 

 

For Sari link T-statistics value for GDP_dis is (0.17) with significant probability value 

(0.0055*). In the case of population scale T-statistics values are (-0.12) and with highly 

significant probability value (0.0000*). In the case of capital endowment T-statistics values are 

(-0.21) and with highly significant probability value (0.0000*). In the case of land endowment 

T-statistics value is (0.80) and with a highly significant probability value (0.0000*). In the case 

of the relative importance of trade T-statistics value is (0.77) and with an insignificant probability 

value (0.0000*). For Thailand T-statistics value for GDP_dis is (0.28) with a significant 

probability value (0.0025*). In the case of population scale T-statistics values are (-0.34) and 

with highly significant probability value (0.0000*). In the case of capital endowment T-statistics 

values are (-0.39) and with significant probability value (0.0050*). In the case of land 

endowment T-statistics value is (-1.21) and with an insignificant probability value (0.0014*). In 
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the case of the relative importance of trade T-statistics value is (1.33) and with an insignificant 

probability value (0.0029*). 

 

For Malaysia T-statistics value for GDP_dis is (0.34) with significant probability value 

(0.0000*). In the case of population scale T-statistics values are (-0.22) and with highly 

significant probability value (0.0000*). In the case of capital endowment T-statistics values are 

(-1.17) and with a significant probability value (0.0014*). In the case of land endowment T-

statistics value is (0.72) and with a significant probability value (0.0001*). In the case of the 

relative importance of trade T-statistics value is (0.84) and with an insignificant probability value 

(0.0001*). 

 

5. Summary and Conclusion 
 

This research paper aims to explore the effect of bilateral trade labor migration in Pakistan 

and gravity estimation moel.  In sense of gravity estimation model. The Gvavit estimation model 

uses to define the trade pattern between the two countries. Explain the variables one by one and 

also see the effect of these variables on each other discuss panel  ARDL model discuss the results 

and discussion start with empirical analysis after discussing the empirical analysis study the 

descriptive analysis unit root test. Descriptive analysis correlation matrix, long run results of a 

model short run cross section of different countries. Panel co-integration analyses, such as the 

Akiak criteria information test and others, are used to examine for correlation between variables. 

From the estimation of results, it concludes that gross domestics product distance (GDP_dis) 

Panel co-integration analysis, such as the Akiak criteria information test and others, are used to 

examine for correlation between variables. To test causality by using the Granger causality test 

for the variable. Pakistan is a developing country as compare to China, the united kingdom, the 

united states, and Arab emirates. GDP_distance has a negative effect on trade between Pakistan 

and partners countries. Because we the gravity model which can explain that long distance 

between the countries has less potential on trade and the short distance countries trade are 

good/high. The capital endowment has a positive effect on both the home country and partners 

countries. The land endowment has a positive effect on home and partners countries. 

Population scale harms trade because a country with a population san does not export the 

product domestically use the product even import the product for domestics use. When a country 

imports more than its exports it hurts the trade. The relative importance of trade (RIMT) has a 

positive impact on trade. Our results can influence the classical theory of trade Ricardo. Our 

results predict that GDP-dis has a negative impact on trade for home and partners countries our 

results are correlated with the study of Irshad (2018). 

 

6. Policies and Recommendation 
 

i. If we bring new projects like CPEC it will have a significant impact on our country's trade. 

ii. As a result of the CPEC foreign skilled workers come to our country and work alongside 

our workers improving their skills. 

iii. If the government takes steps to trained workers and labourers at the federal level 

iv. If the government of the home country takes steps for a free trade agreement and sign 

this agreement with partners countries then trade will increase and it has a positive effect 

on the gross domestic product of the country. 
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