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ABSTRACT

ARTICLE INFO

A side effect of economic globalisation and new information and communication technologies is
the increasing fragmentation of the production process across different countries and continents,
contributing to the rise of trade in intermediate goods, which has increased to almost 2/3 of total
world trade. Most of this trade, i.e., intermediate goods, are transported by sea. Maritime trade is
one of the most economical but also complex ways of trading and transporting goods, requiring good
coordination, various stops and controls, transhipments, storage, ICT technology to track the cargo,
etc. Therefore, the objective of this paper is to quantify the impact of trade facilitation on trade in
intermediate goods on the sample of EU28 countries, using biennial data for the period 2010-2018.
We estimate augmented gravity model on bilateral trade data using a Poisson Pseudo Maximum
Likelihood (PPML) estimator. Our results suggest that, as expected, logistics, and in particular ICT
development, has a significant and positive effect on trade in intermediate inputs, when controlling
for other variables in the gravity model such as GDP of trading partners, distance, contiguity, existence
of a free trade agreement, exchange rate, and common cultural proxies. Our results support the global
trend of development and investment in logistics, and, in particular, new ICT technologies, which
can not only contribute to the continued growth of trade in intermediates, but also help mitigate the
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negative effects of recent global economic shocks.

1 Introduction

International trade went through different structural
changes from the second part of the eighteen century and
the First Industrial Revolution. According to Baldwin
(2016), from the beginning of the 19th century until 21th
century, there were three shifts in the relationship be-
tween the production and consumption process, that had
detrimental influence on international trade. Common to
these changes was an increase in the production and trade
in intermediate goods that was accompanied with rising
globalisation. One of the primary reasons firms use inter-
national trade is to acquire intermediate products from
other companies that are in demand because of their high-
er quality and/or lower prices than those of local produc-
ers. The development of technology, both the one related
to the production processes itself, as well as that connect-

ed to the transportation and logistics, was the trigger for
beforementioned shifts. The variety of goods handled by
maritime shipping has increased considerably, but raw
materials and intermediate goods are still predominantly
transported by sea (Rodrigue 2020). Without the efficient
transportation system and logistics operations, trade as
we know it today would not exist. Transportation, espe-
cially maritime, and logistics are one of the main elements
of trade facilitation that enable the smooth trading of in-
termediate goods along the complex global supply chains.
One of the best proxies for the quality of logistics services
at the country level is the Logistics Performance Index
(LPI), developed by the World Bank. The LPI is a compos-
ite index, it is a weighted average of the country’s scores
on six dimensions: (1) the efficiency of the clearance pro-
cess, (2) quality of trade and transport-related infrastruc-
ture, (3) ease of arranging competitively priced shipments,
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(4) competence and quality of logistics services, (5) ability
to track and trace consignments, (6) timeliness of ship-
ments in reaching the destination within the scheduled or
expected delivery time.

The goal of this paper is to investigate the impact of
different LPI subindices, in particular those connected
closely with the Information and Communication Technol-
ogy (ICT), that is, tracking and trace consignment LPI sub-
index, on bilateral international trade between EU
countries and Rest of the World. It is well known fact that
“ICT provides a convenient way of improving the tracking
and traceability performance by enabling gathering, orga-
nizing and distributing information on products, services
and trade regulations” (Ojala and Celebi, 2015). When it
comes to research done on the impact of trade facilitation
(proxied by the logistics performance) on trade in inter-
mediates, most of the existing research is not particularly
focused on idiosyncrasies between EU and Rest of the
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World countries. We believe that this area of research is
important considering the role of trade in intermediates
within the global value chains, on which European multi-
national firms are relying on. Moreover, as can be seen just
from the descriptive statistics that we show later in the
paper, there are significant differences in the quality of lo-
gistics between the groups of countries, with the EU coun-
tries being on average more economically developed and
subsequently having better logistics elements scores in
comparison to the ROW. This creates bottlenecks in the bi-
lateral flow of goods that needs to be addressed, particu-
larly since the COVID-19 pandemic and war in Ukraine
showed the importance of the trade for the global econo-
my. In the second section we present literature review.
The third section is devoted to the explanation of method-
ology employed and data that we use. In section four, we
present results and discuss their implications, while sec-
tion five concludes.

Table 1 Summary of studies on the relationship between trade facilitation and bilateral trade

Author (s)/year Sample countries Period Methodology Findings
Wilson, Mann, Otsuki (2004) |75 countries 2000-2001 Gravity, OLS TF - X,MT
Nordas & Piermartini (2004) ?rgzgty on inf. - total bilateral | y,py 500 Gravity, OLS, FE est. T~ IT1

. TF (4 categories) —» Xand M 75 countries, .
Wilson et al. (2005) (manuf) 2000-2001 Gravity model, OLS TF - X,MT
Soloaga, Wilson, Mejia (2006) | Mexico 2000-2003 Gravity, OLS, PPML TF - X,MT
Behar, Manner (2008) 110 countries 2001-2005 Gravity, OLS LPI - X,MT
TF (4 categories)
Hernandez & Taningco (2010) | - bilateral trade (import data) |East Asia, 2006-2008 | Gravity model, OLS,FE | T .. . (quap MT
(BEC) 1 digit
Portugal-Perez & Wilson . 101 countries, Gravity model, OLS,
(2012) TF (4 categories) — export 2004-2007 PPML T cgnara = XT
TF (4 categories) — total & parts . .
77 countries, Gravity model, OLS,
Yadav (2014) and components (mach & trans. 2004-2007 PPML TF - X,MT
sector)
Marti, Puertas, Garcia South America, Africa, Middle .
(2014a) East, Far East, Post-soviet States 2005, 2008 Gravity, OLS LPI > X,MT
Marti, Puertas, Garcia South America, Africa, Middle Gravity, Two stage
(2014b) East, Far East, Eastern Europe 2007, 2012 Heckman LPLcucomp. = XM1
Puertas, Marti, Garcia (2014) |EU-26 2005-2010 Gravity, Two stage || py - XTM?
Heckman 6 sub-comp.
Maurel et al. (2016) TF + embassy — export gg&sszzc(ffz' Africa, Gravity model, FE Tsoft&hard — ITT
Saslavsky and Shepherd TF proxied with LPI - GPN 228 countries UN Gravity model,OLS, LPI - X1
(2014) (parts and components exports) | comtrade, 2007 PPML
Gani (2017) 60 countries 2007,2010, 2012, 2014 | Gravity, OLS LPI o comp, = XoMT
Luttermann, Kotzab, . . Gravity, LPI, GCI -» X,MT
Halaszovich (2017) 20 Asian countries 2006-2014 Fixed effects LPI, GCI - FDI?
Host, Pavli¢ Skender, . . LPI - tot ITT
Zaninovié (2019) 150 countries 2007-2016 Gravity, OLS XLPI ++
Zaninovi¢, Zaninovié, Pavli€ | o o4 countries, EU1S, CEEC | 2010-2018 Gravity, PPML LPIsub diff > IT!
Skender (2021)

Source: Author’s elaboration
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2 Literature review

The relationship between trade facilitation and inter-
national trade has been extensively researched and the ac-
ademic literature in this research field focuses on the
effects of trade liberalization and facilitation processes,
with heavy emphasis on free trade agreements role in it.
Since this papers focuses on other sources of trade facilita-
tion, we show the summary of the most important studies
on the relationship between various trade facilitation indi-
cators and bilateral trade in Table 1.

Table 1 shows that the majority of previous studies
have found that trade facilitation, especially transporta-
tion and logistics services, positively affect trade. Contri-
bution of our paper to the existing field of knowledge in
this research area is that we investigate trade of, on aver-
age, asymmetric trade relations between countries within
one economic integration (EU), that share trade related
policies, on one hand, and relatively heterogeneous coun-
tries with respect to trade policies, from the Rest of the
World (ROW), on the other hand. The importance of our
research lies in the fact that transport, specifically mari-
time and logistics are one of the key variables that under-
pin international trade and international trade growth,
which in turn drives the growth of the economies. More-
over, we focus on estimating structural gravity models,
that is, models which include multilateral resistance terms
(MRT), which is not yet as common, as it should be, since
estimation of the gravity models without the inclusion of
MRT results in biased estimates. Our approach is therefore
rooted in paper from Anderson and van Wincoop (2003),
who developed proper specification of the gravity model
by including both inward and outward MRT. This enabled
them to control for the impact of “remoteness” of trading
partners from the Rest of the World.

3 Methodology and Data

Since we are working with macroeconomic variables
and given the fact that empirical international trade focus-
es on explanation of variation of bilateral trade, that is, we
are working with country dyads, we use well established
model in both theory and practice - a gravity model. Grav-
ity model has long history of usage and was first used to
explain trade flows by Tinbergen in 1969. Tinbergen got
the idea from Newton’s law of universal gravitation and
applied it in international trade context. According to the
gravity model, trade between two countries can be ex-
plained by economic size of the countries and trade costs.
Usual proxy for economic size is gross domestic product,
while bilateral distance in kilometres is usually used as a
proxy for trade costs. When the original model with two
regressors is updated, the model is called augmented grav-
ity model. Variables like common language that serve as a
proxy for common culture, and common currency that
serves as a proxy for economic and monetary integration
obviously add to the explanatory power of the model. Oth-

er, usually categorical variables, such as, regional trade
agreements (RTAs) and contiguity dummies are used to
explain better data generating process of trade. Overall,
the main goal of “augmentation” of the model is to take
into consideration all the supply and demand side charac-
teristics of the trading partners, as well as characteristics
that they share (such as RTAs).

In 1985 paper Bergstrand addressed an important cri-
tique of the gravity model, that is, that the gravity model
lacked theoretical foundations and that important variable
where omitted from the model such as prices or price in-
dexes. Therefore, Bergstrand was one of the authors who
laid the corner stones of the general equilibrium frame-
work upon which gravity model rests, as well as intro-
duced price variables in the form of GDP price deflators of
the trade partners and exchange rates. One can observe
that price variables present individual characteristics of
the countries, while exchange rate presents joint charac-
teristic of particular country pair. In our paper we also in-
clude exchange rate, but nominal effective exchange rate,
not the bilateral one to account for individual country in-
ternational price index characteristics.

In his following research, in 1990, Bergstrand also

dropped the usual assumption of classical and neoclassical
models of trade, that of perfect competition, and assumed
monopolistic competition. In the context of gravity model,
this means that each country specializes in production of
specific variation of the product. Bergstrand, of course,
was not the only one who studied gravity models, but can
be considered as one of the main representatives of the
main stream literature in this field of research. The revolu-
tion in the specification of the gravity model was brought
by Anderson and van Wincoop (2003). They were first to
account for the average barrier of the two trading partners
with all other trading partners, that is, to account for mul-
tilateral resistance to trade. We first present the original,
pre-revolution model, that was the starting model in all
specification since its introduction in empirical trade
analysis:
Xijt = GSir N[jr ‘Q‘ijt' (1)
where X, is the value of either exports or imports or total
trade from country “i” to country “j” in time “t”. S, repre-
sents exporter-specific factors like GDP, whereas M, im-
porter-specific factors. The term (), represents the ease of
access to market “j” for exporter “i”. This can stand for any
of the mentioned variables like exchange rate, common
currency or FTA agreement in force.

”

Following aforementioned Anderson and van Wincoop
paper, conceptually, we based our econometric model on
the following equation:

trade;; = i) <i) )

Yw \m;Pj

where Y, and Y stand for particular countries’ GDP and Y
for the world aggregate GDP, while t, stands for the tariff
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Table 2 Descriptive statistics of augmented gravity model variables

Variable Observations Mean gtei?;?:ﬂ Minimum Median Maximum
total trade 20692 1.95e+09 1.04e+10 0 3.54e+07 2.72e+11
exports 20692 9.51e+08 5.35e+09 0 1.67e+07 1.52e+11
imports 20692 1.00e+09 5.18e+09 0 9238558 1.46e+11
rGDP 20692 6.32e+11 9.53e+11 8.75e+09 2.37e+11 3.95e+12
pGDP 20608 5.01e+11 1.79e+12 3.48e+08 5.13e+10 2.05e+13
rGDPpc (PPP) 20104 38.25 16.527 14.963 35.741 116.786
pGDPpc (PPP) 20248 19.81 20.976 .634 12.61 127.61
distance 20692 5595.33 3763.280 59.61723 5108.826 19586.18
contiguity 20692 0.02 0.154 0 0 1
common language 20692 0.05 0.227 0 0 1
regional Trade Agr. 20692 0.41 0.492 0 0 1
rnom. eff. fx 19635 0.95 0.191 .5710137 9873545 1.264163
pnom. eff. fx 20139 0.74 0.260 2722666 .653104 1.810502

Source: Author’s calculation

equivalent of overall trade costs. Elasticity of substitution
between goods is represented with o, while 1, and P, rep-
resent MRTs, that is exporter and importer ease of market
access. Failing to include MRT causes a bias in the estimat-
ed coefficients. Since we estimate econometric equation
[3] for each year separately, we include importer and ex-
porter dummies, that is standard empirical way of ac-
counting for multilateral resistance.

Basing it on the aforementioned gravity model equa-
tion and empirical literature we developed and estimated
following structural gravity model:

tradel.j =B, + B, lgdp, + B, lgdpj + B, ldistl.], +
+B, alpisubl_j + B, contig, + B, comlangl_j + 3
+ B7 RTAij + BSﬁ(it + Bgﬁ(jt + ZI:=1 6i + Zf:l Y; + Uy,

where tradeij is the value of trade (we also estimate same
model with exports and imports as dependent variables)
in US dollars. First index, i, denotes EU28 countries, while
second index, j, denotes Rest of the World countries. Fur-
thermore, we include natural logarithm of GDPs of both
trading partners (lgdp, and lgdpj) and natural logarithm of
bilateral distance. Our main variable of interest is the ab-
solute difference of the values of trading partners’ LPI
subindices (aIpisubil.). We estimate model [2] for each
subindex separately due to the high degree of correlation
between them (on average higher than 0.8). Other includ-
ed variables are included to control for trade costs from
other aspects besides distance, such as contiguity dummy
(contigl.j) with value one if countries share land border,
zero otherwise, RTA dummy (RTAI.J,) with value one if coun-
tries have RTA in force, zero otherwise, and the levels of
nominal effective exchange rates (fx, and ij) with indirect
quotation used meaning that rise in exchange rates means
appreciation of the domestic currency vis-a-vis foreign

currency. We estimate the same model for each year in the
sample, that is, for the years 2010, 2012, 2014, 2016 and
2018.

We standardize all regressors to get comparable re-
sults. We estimate equation [3] using PPML, which usual
and proven choice when estimating gravity models.

For the purposes of our analysis, we created the data-
set by merging data from UN Comtrade bilateral trade da-
taset (exports, imports and total trade between trading
partners), World Bank data (LPI data) and CEPII database
(all other gravity model variables). We present descriptive
statistics of the gravity model variables in the dataset in
Table 2, while in Table 3 we show descriptive statistics of
LPI and LPI sub-indices levels for reporter (EU28) and
partner countries (ROW).

Tables 2 and 3 show statistics calculated for each year
in our sample. Just from eyeballing the statistics presented
in these tables, we can see that on average reporting
(EU28) countries have more developed economies (one
can compare Reporter GDP vs Partner GDP and Reporter
GDPpc vs Partner GDPpc), than their ROW partner coun-
tries. In more than 40% of the observations, trade has
been conducted under some form of trade agreement. In
Table 3 we show average statistics for both main LPI in-
dex, as well as for LPI subindices (“r” and “p” prefixes for
each entry of the variable names stand for reporter and
partner country respectively).

Statistics from Table 3 clearly indicate significant dif-
ferences in the development levels of logistics between
analyzed groups of countries. On average these differences
are equal to 0.82 index points (calculated as the mean of
differences between six LPI subindices between reporter
and partner countries), which is around 18% of the maxi-
mum possible score in the sample. We expect that the
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Table 3 Descriptive statistics of LPI and LPI subindices between reporter and partner countries
Variable Observations Mean gf:\‘;il:tai‘:ril Minimum Median Maximum

rlpi 20692 3.53 0.413 2.77 3.52 4.23
rcustoms 20692 3.34 0.458 2.36 3.36 412
rinfrastructure 20692 3.47 0.539 2.25 3.35 4.44
rinternational 20692 3.39 0.340 2.69 341 4.24
rlogistics 20692 3.49 0.471 2.53 3.54 4.31
rtracking 20692 3.58 0.458 2.54 3.61 4.38
rtimeliness 20692 3.92 0.400 2.88 4 4.8
plpi 20692 2.90 0.561 1.61 2.76 4.23
pcustoms 20692 2.69 0.592 1.5 2.55 4.21
pinfrastructure 20692 2.75 0.683 1.27 2.56 4.44
pinternational 20692 2.86 0.497 1.57 2.8 4.24
plogistics 20692 2.83 0.602 1.43 2.69 4.32
ptracking 20692 291 0.619 1.54 2.8 4.38
ptimeliness 20692 3.31 0.567 1.67 3.22 4.8

Source: Author’s calculation

bigger the difference in the levels of LPI subindices be-
tween trading partners will have a negative impact on in-
ternational trade. As already mentioned, since ICT has
become backbone of doing business, we expect that differ-
ences in Tracking LPI subindex between trading partners
will have bigger significant negative impact on interna-
tional trade than most of other LPI subindices.

Table 4 Estimation results of the Model 3 for total trade

4 Results and discussion

The results of estimating the impact of logistics per-
formance on total trade, exports, and imports are shown
in Tables 4, 5, and 6, respectively. We show only the esti-
mated coefficients for the LPI sub-indices. The results
for the gravity variables are consistent with theoretical

EU28-ROW EU28-ROW EU28-ROW EU28-ROW EU28-ROW
Years (2010) (2012) (2014) (2016) (2018)
Ind./Dep. var. Total trade Total trade Total trade Total trade Total trade
-0.176%** -0.210%** -0.167* -0.231%** 0.00355
Customs LPI
(0.0543) (0.0717) (0.0751) (0.0836)
-0.158%** -0.130** -0.192** 0.0762
Infrastructure LPI
(0.0448) (0.0484) (0.0681) (0.0817)
-0.215%** -0.155 -0.460*** 0.0406
International LPI
(0.0696) (0.0612) (0.168) (0.0694) (0.114)
-0.175%** -0.2471%** -0.196** -0.276%** -0.0360
LOngthS LPI ............................................
(0.0481) (0.0529) (0.0677) (0.0729) (0.0991)
-0.148** -0.275%** -0.305%*** -0.236%** 0.0221
TI'aCkll’lg LPI ............................................
(0.0520) (0.0562) (0.0608) (0.0704) (0.122)
o -0.333%** -0.199** -0.351%** -0.151 0.150
TlmellneSS LPI ............................................
(0.0604) (0.0685) (0.104) (0.111) (0.159)
Reporter FE Yes Yes Yes Yes Yes
Partner FE Yes Yes Yes Yes Yes
N 3276 3248 3360 3276 2415

Robust standard errors in parentheses: *** p<0.01, ** p<0.05, * p<0.1

Source: Author’s calculation
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Table 5 Estimation results of the Model 3 for exports

EU28-ROW EU28-ROW EU28-ROW EU28-ROW EU28-ROW
Years (2010) (2012) (2014) (2016) (2018)
Ind./Dep. var. exports exports exports exports exports
-0.0737 -0.0393 -0.0321 -0.0146 0.255**
Customs LPI ..........................................
(0.0493) (0.0648) (0.0910) (0.0888) (0.0979)
-0.0360 -0.0587 -0.0420 -0.0575 0.248**
Infrastructure LPI ..........................................
(0.0432) (0.0454) (0.0599) (0.0835) (0.0957)
-0.179** -0.250%** -0.0598 -0.427%** 0.170
Intel‘natlonal LPI ..........................................
(0.0654) (0.0534) (0.171) (0.0846) (0.135)
-0.0840 -0.141** -0.00165 -0.135 0.276*
LOngthS LPI ..........................................
(0.0559) (0.0511) (0.0811) (0.0881) (0.129)
-0.0447 -0.176** -0.190** -0.112 0.335*
TraCklng LPI ..........................................
(0.0555) (0.0560) (0.0679) (0.0907) (0.136)
-0.207%** -0.0964 -0.0646 0.117 0.407*
TlmellneSS LPI ..........................................
(0.0570) (0.0660) (0.106) (0.122) (0.182)
Reporter FE Yes Yes Yes Yes Yes
Partner FE Yes Yes Yes Yes Yes
N 3276 3248 3360 3276 2415
Robust standard errors in parentheses: *** p<0.01, ** p<0.05, * p<0.1
Source: Author’s calculation
Table 6 Estimation results of the Model 3 for imports
EU28-ROW EU28-ROW EU28-ROW EU28-ROW EU28-ROW
Years (2010) (2012) (2014) (2016) (2018)
Ind./Dep. var. imports imports imports imports imports
-0.193*** -0.267*** -0.237** -0.403%** -0.148
Customs LPI ..........................................
(0.0516) (0.0611) (0.0750) (0.0789) (0.0791)
-0.114* -0.179%** -0.151** -0.274%** -0.0171
Infrastructure LPI ..........................................
(0.0451) (0.0541) (0.0559) (0.0701) (0.0746)
-0.307*** -0.144 -0.172 -0.446%** -0.0511
Il’lterl’latlonal LPI ..........................................
(0.0886) (0.0778) (0.194) (0.0952) (0.132)
-0.180*** -0.249%** -0.293%** -0.357%** -0.231*
Logistics LPI ..........................................
(0.0545) (0.0653) (0.0782) (0.0793) (0.0940)
-0.173** -0.283%** -0.347%** -0.303%** -0.167
TI‘aCklng LPI ..........................................
(0.0639) (0.0684) (0.0714) (0.0722) (0.114)
-0.353%* -0.210* -0.505%** -0.369** -0.0464
Tlmellness LPI ..........................................
(0.0739) (0.0816) (0.128) (0.116) (0.145)
Reporter FE Yes Yes Yes Yes Yes
Partner FE Yes Yes Yes Yes Yes
N 3276 3248 3360 3276 2415

Robust standard errors in parentheses: *** p<0.01, ** p<0.05, * p<0.1

Source: Author’s calculation
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expectations and are available upon request. Except for
2018, for which there are significantly fewer observa-
tions - more than 25% fewer than the average of the oth-
er data/years - which we believe is a reason for results
that are opposite to the theory, our expectations, as well
as those of other years (also, they are mostly non-signifi-
cant). We can see that the larger the differences in the LPI
sub-indices, the smaller the total trade, exports, and im-
ports. Of course, there are peculiarities; the LPI sub-index
for tariffs is not significant for exports, but it is for imports
since tariff procedures usually affect importers. Moreover,
imports are more sensitive to differences in LPI subindi-
ces, and that can be observed for all six of them.

When it comes to the importance of ICT, where we use
Tracking LPI subindex as a proxy variable, the size of the
coefficient is one of the highest for all observed years, in-
dicating the differences in ICT levels between trading part-
ners is one of the key bottlenecks to international trade.
According to experts in ICT, one of the biggest benefits of
using ICT in trade with intermediates is the increase in
traceability. Knowing in real time where the goods are is
important for planning other activities that are necessary
to get the goods in the right place at the right time.

The infrastructure variable, which actually represents
transport infrastructure and related transport activities
(with most of it attributable to maritime transport), shows
significant negative effects on total trade and imports,
leading to the conclusion that the greater the differences
between trading partners in terms of the quality of trans-
port infrastructure and the efficiency of transport opera-
tions, the lower the trade.

Our results empirically show that, when it comes to
transportation and logistics development, policies and in-
vestments should be made at the international level be-
cause transportation should be smooth along the entire
supply chain, i.e. through all countries, and the differences
between countries in transportation infrastructure are
clearly significant bottlenecks to trade and act as barriers
to trade.

5 Conclusion

Advances in transportation and logistics services pro-
mote international trade, that is a fact. The invention of
the container has changed the face of world trade and
pushed maritime trade to unprecedented heights, howev-
er, current transformation of the business processes is un-
derpinned by the efficiency of transport and logistics
services that heavily relies on the digital technology. Effi-
cient transport and logistics services are one of the main
trade facilitators, especially when it comes to the trade in
intermediate goods, but inefficient transport and logistics
services can also be a great trade barrier. Therefore, the
aim of this paper was to quantify the impact of trade facili-
tation, measured through the prism of transport and logis-
tics variables on trade in intermediate goods in the sample
of EU28 countries. We used LPI subindices and augmented

structural gravity model to achieve the aim of the research.
Our results undoubtedly point to the conclusion that qual-
ity of logistics services, from those related to customs pro-
cedure to those related to any other segment in the trading
process, have significant impact on trade, and that differ-
ences in the levels of logistics services between trading
partners have strong negative effect on bilateral trade. It
has been shown that transport infrastructure is of great
importance for trade in intermediate goods, or more pre-
cisely, that differences in the quality of transport infra-
structure between trading partners are a major obstacle
to trade. Since EU member states are already distributing
funds through Structural and Cohesion Funds to countries
with less developed transport and logistics services within
integration, policy makers at the EU level are clearly aware
of the importance of the transport and logistics. The prob-
lem lies in the limited short- and long-term plans to help
increase the quality of transport logistics services of trad-
ing partners outside of EU, that are less developed, but
provide EU with relatively cheap and high-quality inter-
mediate goods. China’s Belt One Road Initiative is an ex-
ample that EU should try to copy if it wants to help
domestic firms to keep and increase their competitiveness
vis-a-vis ROW competitors.

Funding: The research presented in the manuscript did
not receive any external funding.
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