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Demography and International Trade

Tian Wei® Yao Yang” Yu Miaojie” and Zhou Yi*
(a: University of International Business and Economics; b: Peking University;
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Abstract:Does demographic structure affect trade? On the one hand a high working-age ratio in the exporting country can
generate more output and hence lead to more export. On the other hand a high working-age ratio in the importing country
implies higher labor income and hence leads to more import. In this paper we analyze the effect of demographic structure
on trade by augmenting the gravity equation with the working-age ratio. Using a large panel dataset of 176 countries for the
period 1970—2006 and controlling for multilateral resistance we find empirical evidence consistent with our theoretical
predictions. A 1% increase in exporter (importer) s working-age ratio leads to an at least 3% (2% ) increase in its
exports (imports). Such findings are also helpful to understand the trade growth for countries with a large number of
populations such as China and India and for countries with a huge amount of foreign trade such as China and the U. S.
Key Words:International Trade; Working-age Ratio; Gravity Equation
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