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Abstract - This survey has made an investigation about the trade openness which has a impact on the economic growth 
among the BRIC countries, which including Brazil, China, India and South Africa. This study utilized a dynamic growth 
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adopted the Pooled Mean Group estimation technique to draw conclusions from dynamic heterogeneous panels. 
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I. INTRODUCTION 
 
In the past three decades, trade liberalization has 
become extensively, especially among the developing 
countries. As a result of the perceived limitation 
ofimportsubstitution-based development strategies 
and the influence of international financial 
institutions, such as the International Monetary Fund 
and the World Bank, which have often made their 
support conditional on trade liberalization. The 
fundamental principle of this degree for the 
commitment to this trade reform is obviously 
believed that liberalization is a prerequisite to a 
transition from relatively closed to relatively open 
economies.  
 
II. THE LITERATURE OF TRADE OPENNESS 
AND GROWTH 
 
The traditional trade theory forecast the economic 
growth gains from the openness at the level of a 
country through the investment in innovation, 
specialization, productivity improvement or enhanced 
resource allocation.The Solow’s(1957) model was the 
origin of the neoclassical growth model and the 
reason of technological changes as an exogenous 
element to affect the economic growth. On the other 
hand, the policies of trade do not have impact on 
economics. However, the new economic growth 
theories suppose with different side, it consider that 
the technological change as an endogenous variable 
and it could be connect with the trade polices. The 
subject of the relationship between trade openness 
and economic growth has been under the discussion 
for decades and this problem still not have got the 
conclusion in definitely. 
 
The empirical results always on the carpet. For 
instance, the clue of (Bolaky and Freund, 2008)show 
that the excessive regulations has limit the growth 
because of the resources has been prevented from the 
most productive sectors and the most efficient 
company.And (Sindzingre, 2005) has made an 
explanation of the heterogeneity between trade and 

economic growth among institutions. On the basic of 
the production function, Fosu(1990) regard the export 
in African countries enhance the economic growth, 
but another scholar, Ulasan (2015) hold a 
controversial points which express that the trade 
openness is not the only variable to boost the growth 
with significant sign but to combine with the 
measures by using a dynamic panel data framework. 
The compelling evidence has been proved by Trejos 
and Barboza (2015)point that the amazing climbing 
of Asian economic growth does not mainly created by 
trade openness. 
 
III. MODEL AND ECONOMETRIC ISSUES 
 
Mankiw et al. (1992), who is the one exploit the 
neoclassical augment growth model and estimate the 
impact of the trade openness on economic growth as 
well, indicate there are two intention of this model. 
First, human capital, which was considered as a boost 
growth factor to enhance labor productivity. In 
another hand, the objective of this model was to make 
a survey of the trade growth with the economic policy 
environment, so there were some policy variables are 
used in this equation. Considering about the variable 
of interest(trade) and the other control variables, and 
even the heterogeneity of the coefficients, the model 
can be showed as below:  
 

 
 
where Y_itis GDP per capita stands for country i 
means time t, X represents the control variables, 
including the rate of population growth, investment 
rate, institutions and debt. Trade is expressed for the 
trade openness variable, ε_itis error term, and αi 
reflects special country effects. The logarithm of the 
initial GDP per capital including the convergence 
under control. However, it can also be interpreted as a 
proxy for a country's stock of capital. 
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An error correction equation of Eq (1) as follow 

 
 
The difference of logarithm of real GDP per capita 
(ΔYit) is captured the economic growth. There are 
three indicators captured the trade variable: the 
proportion of the summation of imports and exports 
to GDP, imports to GDP, and same measure of 
exports. For solving the possible causation between 
the economic growth and trade, Arnone and 
Presbitero (2010)apply the Hodrick Prescott filter 
(HP) as the denominator to smooth the series. 
 

 

 
 
IV. DATA AND VARIABLE DEFINITIONS 
 
This research adopts the annual data of the BRIC 
countries from 1985 to 2015. We have choose 
economic growth as dependent variable with 
measured of the logarithm of the gross domestic 
product per capita.We also use a series of 
independent index as control variables which are used 
in growth equations frequently. 
 
A. Trade openness 
According to Jouini(2015) and Ulasan(2015), 
thetrade openness variable in this study as an 
effective measurement and purpose on the actual 
globalization on economic growth.In this study, we 
introduce three index to represent the trade openness 
separately: the export and import as a percentage of 
GDP and the summation of the 
B. Control variables 
The economic growth performance was effect by the 
macroeconomic policies which pass through their 
influence on physical capital, the inflation rate, 
foreign debt, the investment in human beings and the 
System quality. Because these variables are used in 
the growth equation to capture the influence of 
policy. According to(Benhabib and Spiegel, 2005),we 
know that human capital is the decisive factor of 
technology adoption permitted by trade liberalization 
and in this article is captured by the population 
growth rate(POP).Investment (INV) has been used as 
a direct representative factor of the capital 
accumulation. The inflation(INF)is a disputable issue. 
(Dornbusch et al., 1996) assert that inflation has a 
positive impact on economic growth, while other 
studies hold different opinions of this effect has the 
characteristics of nonlinear relationship (Fischer, 
1993; Kremer et al., 2009)The rate of change in price 
level is a crucial factor of inflation. In (Fosu,1999) 
claims that external debt(DEBT) is deleterious to 
economic growth, so we consider it into our study. 
Kaufmann et al. (1999) put forward that the 
institutional quality is affirmed by governance index 
(IGOV),which is measured by the average of six 
institution index: political stability, voice and 
accountability, government effectiveness, no terrorist 
violence, control-corruption and the rule of law of the 
country. Data sources from(World Bank,2016), 
definitions are used in the model are provided in this 
study. 
 
V. EMPIRICAL RESULTS 
 
Levine et. Al.(2002),Im et.al.(2003) and Maddala and 
Wu(1999) employ the tests to  assess the existence of 
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the unit root will be rejected if the tests confirm the 
hypothesis at the same time. According to the unit 
root test in (Table A1), the variable LGDP (logarithm 
of GDP),LDEBEXP (logarithm of ratio of foreign 
debt to export index), LINV(logarithm of 
investment),LDEBGDP (logarithm of ratio of foreign 
debt to GDP), POP(population growth rate)are non-
stationary in level.These tests for the first difference 
did not accept the hypothesis of unit root test for all 
variables at 1% level. 
 

Table A1 Panel Unit Root Test 

 
 Data Source: Calculate by Eviews 9. 
Note:*,** and *** denotes statistical significance at 10% ,5% 
and 1% respectively.  
 
We also conduct cointegration test on the variable 
using Fisher R.A.（1992）tests. These 
tests（TableA2-1-3）expressthe cointegration teat 
results between economic growth and trade openness 
in BRIC countries. We do reject the null hypothesis 
of no-cointegration at the conventional size of 0.05. It 
means that all of variables are co-integrated with each 
other at most 4panel co-integration model with trade 
and export. The import was at most 5 are co-
integrated with each other. 
 

Table A2 Fisher Cointegration test（Trade） 

 
 
 
 
 

Table A2 Fisher Cointegration test （Import） 

 

 
 

Table A2 Fisher Cointegration test （Export） 

 

 
Data Source:Calculate by Eviews 9. 
Note:Probabilities are captured by using asymptotic Chi-
square distribution. 
 
The Pool mean group estimation presents the long-
run coefficients for analysis the relationship.Model 2 
shows the results of the estimations testing the role of 
government final consumption expenditure in the 
trade-growth relationship. With the following tables 
show the study clearly. 
 

Table 1 The trade openness X+M as a share on economic 
growth of GDP in long-term (sum of export and import) 

 

 
Data Source: Calculate by Eviews 9. 
Note:*,** and *** denotes statistical significance at 10% ,5% 
and 1% respectively. 
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The benefits effect is it has greater increase in trade 
openness on growth when governance index is lower. 
We find that an increase in the gross trade openness 
may depend on the adoption of inflation, investment 
and governance index. This estimation of Model 2 
tests whether the relationship between openness of 
trade and economic growth may hinge on a country’s 
institutional environment. And this suggests us that 
the trade openness may be a favorable to economic 
growth when institutional quality improves. 
 

Table 2 The trade openness X as a share on economic growth 
of GDP in long-term (export) 

 

 
Data Source: Calculate by Eviews 9. 
Note:*,** and *** denotes statistical significance at 10% ,5% 
and 1% respectively 
 
The trade openness which is represented by export 
has a positive impact on growth with a significant 
result and on the other hands, the increase of the 
development of institutional environment on trade 
openness make a decrease on economic growth with 
BRIC countries. 
 
Table 3 The trade openness M as a share on economic growth 

of GDP in long-term (import) 
 

 
Note: ***, **, and * indicate statistical significance at 1%, 5%, 
and 10% levels respectively. 
Standard errors in parentheses. 
Source: Author's calculations with data provided. 
 
The import index on economic growth has no 
significant in the table 3 but it shows a rightsidesign 
which means that the import also has a positive 
impact but not obvious as export do. And in addition, 
the Model 2 express whether the country’s 

institutional environment has an impact on the trade 
openness to economic growth as the last paragraph 
says. So in table 3 shows that there exists an negative 
impact to hinge the relationship of import index to 
GDP with a significance sign. 
 
CONCLUSION 
 
In this study, we have use the sum of export and 
import as a measure of trade openness by testing a 
dynamic growth model for BRIC countries’ 
economics. Our results show that trade openness may 
have some effect on economic growth favorably in 
the long run relationship but this is not a linear trade. 
The Pool mean Group estimation demonstrate the 
table 1-3,we can get an obviously result from the 
trade openness which means that the trade openness 
has a positive and significant effect on economic 
growth and in addition, the trade-growth relationship 
changes with the development of the institutional 
environment in a negative way which has shown in 
all the tests. Compare with table 2 and table 3,we can 
get that the export has a significant sign in the test 
and the import is on the contrary. These results tell us 
the economic growth of BRIC countries get more 
effects from export than import aspect.With this 
results, we can know the export has made more 
contribution to BRIC countries and the government 
may to suppose more policy preferences to advance 
the economic of their countries. 
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