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Abstract 

In recent decades, technology and digitalization have evolved as one of the most crucial factors in 

driving economic growth and determining the dynamics of trade flows across nations on a global 

scale. The adoption of technology and e-commerce has opened up new avenues for enhancements 

in international trade in OECD countries. This study is conducted with a primary aim of 

investigating the relationship between e-commerce and international trade. Adopting annual data 

spanning 24 years from 1998 to 2022, gathered from the World Development Indicators, the research 

utilizes the empirical application of gravity model of trade- workhorse for international trade 

analysis. The empirical results indicate a statistically significant impact of e-commerce on 

international trade in OECD countries. The results are robust, so the policies aimed at improving 

telecommunication technologies to enhance e-commerce and capitalize on the potential benefits of 

international trade can be implemented based on them.  
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I. Introduction 

 

1.1 E-commerce: an overview  

The use of the Internet to conduct any form of domestic or international business transactions is 

referred to as e-commerce (1.) E-commerce is now held responsible for playing two crucial roles: 

first, it serves as a more effective and efficient information conduit and aggregator; second, it has 

the potential to substitute many of the internal business operations with outside suppliers that 

compete to execute these tasks, contributing to the reshaping of economic activities (2). As it enables 

consumers to conduct a direct transaction with a foreign seller, and eliminates the need for traveling 

to a seller’s country, the internet has expanded the consumer marketplace to an unprecedented 

extent: the individualization of trade in global commerce has emerged (3). 

 

1.2 E-commerce and international trade in OECD countries  

E-commerce in general, and the Internet in particular, have considerably contributed to the 

globalization of the world economy by permitting the cross-border movement of ideas, knowledge, 

skills, and innovations (Choi, 2010). The post-2000 period, in particular, has seen dramatic 

developments such as increased economic activity and quicker productivity growth as a result of 
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the ICT revolution. Significant growth in global trade in services, for example, have coincided with 

exceptional breakthroughs in e-commerce (Liu and Nath, 2016). 

 

The emergence of e-commerce has led to significant transformations in international trade among 

OECD* countries in recent years. As digital technologies progress and connection becomes more 

widely available, the global trading environment is changing. This shift reflects changes in 

consumer behavior, manufacturing processes, and business models, all of which have far-reaching 

consequences for economies throughout the world. The rise of e-commerce has resulted in a 

significant shift in the way enterprises conduct international trade. The convenience of digital 

transactions has reduced traditional obstacles such as geography and time, allowing businesses to 

connect with consumers and partners across borders more easily. This has not only increased the 

reach of small and medium-sized firms (SMEs), but also allowed them to participate more actively 

in global marketplaces, resulting in a growth in international trade activity. Furthermore, the advent 

of e-commerce platforms has allowed small manufacturers in countries of the OECD to reach global 

consumers, encouraging greater inclusion in the international trade arena. The influence of e-

commerce on international trade among countries in the OECD extends beyond corporate operations 

and market access. It also includes the change of supply networks and logistics. E-commerce has 

caused a reorganization of global supply chains, emphasizing the importance of efficient and 

adaptable distribution networks. This change has enabled enterprises to simplify operations, 

decrease lead times, and improve overall supply chain management, altering the patterns and 

quantities of international trade flows. Additionally, the digitization of trade documents and customs 

processes has aided in the convenience of international commerce among OECD members. E-

commerce has made it possible to handle trade-related documents electronically, simplifying 

administrative procedures and decreasing the time and expenses involved with cross-border 

transactions. This has increased not just the efficiency of international trade, but also transparency 

and compliance with regulatory standards, providing a more hospitable climate for cross-border 

business. E-commerce greatly cuts transportation costs and hence provides a channel of trade that 

eliminates previous trading obstacles for many services (Freund and Weinhold, 2002). 

Understanding and leveraging the consequences of e-commerce for international trade is critical for 

policymakers, firms, and stakeholders navigating the changing global commerce landscape. 

 

* OECD stands for the abbreviation of “The Organisation of Economic Co-operation and 

development”, which is an international organization with 38 member countries of market-based 

economies, committed to promoting sustainable economic growth (4.) 

 

1.3 Purpose of the research 

Given the significant impact of e-commerce on the structure and functioning of economies at sector 

and aggregate level, as well as the rapid pace at which it is developing, it is surprising that the 

correlation between international trade and e-commerce in the scope of OECD countries has 

received limited comment. Bulk of the studies carried out investigations at a regional level (6,7,8,9), 

or omitted the variables that further verifies the linkage between these two variables and a range of 

economic factors in the context of OECD countries (10). Thus, the variables that have been found 

to capture differences in the level of international trade to a great extent in OECD were subjected to 



ISSN: 2582-4686 SJIF 2021-3.261,SJIF 2022-

2.889, 2024-6.875 ResearchBib IF: 10.25 / 2025 

 

 

VOLUME-6, ISSUE-6 

32 

insufficient discussion, and new empirical evidence and the analysis of these factors are needed to 

be drawn. 

 

The study has the primary aim of bridging the research gap through the application of appropriate 

econometric specification. The results derived from this investigation are expected to explain 

differences between e-commerce and the extent of international trade in OECD countries, and to 

assist governments and policymakers to conduct and effectively implement regulatory framework 

and macroeconomic policies. 

  

1.3.1 Research question 

The current study explicitly answers the following question: 

• What has been the impact of e-commerce on international trade patterns among OECD countries 

since the advent of widespread internet commercialization? 

 

1.3.2 Research objectives 

The objectives of the study are manifold, and are set as following: 

• To evaluate e-commerce growth trends in OECD countries and their impact on international trade 

• To investigate policy shifts in OECD nations supporting e-commerce and their effects on trade 

• To assess the expansion of trade offerings in OECD countries due to e-commerce 

• To analyze the influence of e-commerce on trade logistics and infrastructure in OECD countries 

 

 

1.4 Organization of the research 

The rest of the research paper proceeds in the following manner : Section 2 critically and briefly 

reviews the existing body of literature and theories on the body of knowledge concerning the linkage 

between e-commerce and trade, along with other variables which are tested in the empirical 

specification.  Section 3 sheds a light on the data collection, variable description and the empirical 

model adopted. Section 4 presents the empirical results derived from the specified model, and 

discusses the research findings, while Section 5 which highlights conclusive remarks. The summary 

of the analysis, the contribution of the research along with limitations and suggestions for future 

investigation are all on the scope of Section 6. 

 

II. Review of existing literature 

 

E-commerce is unique, and its inception in 1979 provided vast and many prospects to businesses 

and governments throughout the world. According to Yin and Choi (2022), e-commerce is a type of 

technology that may raise and improve productivity in a variety of ways while also serving as a 

cost-cutting tool. According to certain research, internet use in underdeveloped nations improves 

international trade. Clark and Wallsten (2006) found empirical evidence that the internet influences 

exports from poor nations to wealthy countries between 1999 and 2002. Salmani, Pourebrahim, and 

Saremi utilize an unbalanced panel data technique and a modified gravity model to examine the 

influence of the internet on service trade in 135 developing countries from 1999 to 2011. They 

conclude that e-commerce has a considerably beneficial effect on bilateral service trade. Moreover, 
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Kurihara and Fukushima (2013) use data from 2005 and 2010 to show that the internet has a 

beneficial influence on international trade comparisons between Asian and OECD countries. Using 

the gravity model, Xing (2018) investigated the impact of e-commerce adoption and the internet on 

trade exchange in 21 economically developing countries, less developed countries, and 30 OECD 

countries from 2013 to 2015. Furthermore, findings indicated that e-commerce increased 

international trade. Additionally, the number of internet users, B2B and B2C markets/transactions, 

internet adoption, the accessible number of protected internet servers, and broadband subscriptions 

all have a significant influence on bilateral trade flows in OECD countries.  

 

Bojnec and Ferto (2009) evaluated the influence of internet subscribers on the growth of industrial 

exports in OECD countries. Using panel data regression from 1995 to 2003, the researchers 

investigated the favorable influence of internet subscribers on the development of industrial exports 

between OECD countries. Increased internet usage increases information while decreasing 

competitive and production costs. Türkiye is another example of an OECD country. Ozcan (2006) 

investigated the impact of e-commerce on international trade among trading partners and the Turkish 

economy. From 2000 to 2014, a panel data study utilizing a gravity model equation revealed that e-

commerce had an impact on Turkey's exports and imports. The impact of e-commerce is greater in 

the import sector than in the export sector, based on a sample of 35 import nations and 34 export 

countries. 

Several studies have been conducted to investigate the link between e-commerce and market access 

for enterprises in OECD nations. According to Chandra and Kumar (2019), e-commerce has 

significantly expanded the reach of small and medium-sized firms (SMEs), allowing them to more 

easily access worldwide markets. According to the report, digital channels have permitted direct 

engagement with international clients, lowering conventional obstacles to market access. 

Furthermore, Lee and Shin (2018) investigated the impact of e-commerce on market access for 

various product types, discovering that digital platforms have enabled SMEs to engage in 

international trade of niche and specialized goods that were previously constrained by high entry 

costs and limited market visibility. These findings highlight the importance of e-commerce in 

promoting market entry and diversification for OECD enterprises.  

The alteration of supply chains as a result of e-commerce has received a lot of attention in the 

international trade literature. According to Zhu and Qi (2020), e-commerce has caused a 

reorganization of global supply chains by encouraging the integration of digital technologies in 

logistics and distribution. The study emphasized that this transformation has led to increased 

efficiency and responsiveness in supply chain management, thereby influencing the patterns and 

volumes of international trade flows among OECD countries. Furthermore, Luo and Zhang (2017) 

investigated the effect of e-commerce on inventory management and procurement methods in global 

supply chains. According to the survey, e-commerce has enabled firms to adopt leaner and more 

flexible inventory strategies, resulting in shorter lead times and improved overall supply chain 

efficiency.  

The use of e-commerce platforms, according to Baldwin and Evenett (2018), has facilitated the 

electronic processing of trade-related documents, expediting administrative procedures, and 

decreasing the time and costs associated with cross-border transactions across OECD nations. The 

report emphasized e-commerce's potential to improve the efficiency and transparency of 
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international trade operations. Similarly, Kellerman and Swann (2019) investigated the influence of 

e-commerce on customs clearance and border processes, emphasizing the importance of digital 

platforms in speeding goods clearance and decreasing the administrative burden on multinational 

enterprises. These findings give insight on e-commerce's disruptive influence on trade paperwork 

and regulatory compliance in the context of the OECD. 

Chen and Zhang's (2020) study focuses on the changing patterns of customer preferences and 

purchasing behavior as a result of the emergence of e-commerce. The study found that the ease of 

access and convenience of online purchasing has influenced consumer demand for products and 

services traded globally among OECD nations, altering the tactics of enterprises involved in cross-

border trade. In addition, Lee and Tan (2019) investigated the function of e-commerce in promoting 

cross-border transactions and customer involvement, emphasizing the potential for digital platforms 

to link firms with worldwide audiences and adapt to various consumer requirements. These findings 

help to develop a more comprehensive understanding of the interaction between e-commerce and 

consumer behavior in the context of international trade.  

 

III. Data and Methodology 

 

The previous section has shed a light on the theoretical foundation and empirical relevance of ICT 

and e-commerce on international trade. This section presents and thoroughly examines the 

specification of statistical model and empirical investigation into the effects of ICT on international 

trade volume, undertaking a panel data analysis of OECD countries through the application of 

Gravity model approach. The selected variables are subjected to close scrutiny in a time frame of 

1998-2022. Empirical analysis of the study relies solely on secondary data sources, and based on 

the indicators of international trade and ICT. To facilitate the validity of empirical findings, World 

Development Indicators (WDI) are adopted for the time frame of 1998-2022. 

 

3.1 Gravity model and international trade 

An augmented version of the gravity model has been adopted in the study as a standard analytical 

tool to forecast bilateral trade flows. The primary reason behind the utilization of this model stems 

from the fact that as much as 75% of the variability in the volumes of international trade could be 

explained by the gravity model, being widely acknowledged as the workhorse in the applied 

international trade literature (Frankel 1997, Shepherd, 2012).  As deep regularities in the patterns of 

trade are captured by the gravity model, it is applied to examine a wide range of trade-related 

problems, such as econometrically assessing the impact of particular policy variables on trade, 

estimating the effects of economic integration, evaluating a nation's trade potential, and other 

measures which determine the costs of trade flows on an international scale (Mattes et al., (2012), 

Bergstrand and Egger (2011)). As presented in its basic formulation in equation (1), bilateral trade 

flows between two countries are modeled as an increasing function of their economic sizes (GDP 

measurements), indicating a positive correlation between the market sizes of exporting and 

importing countries, and a decreasing function of distance between two geographical units 

(Anderson and Wincoop, 2003).  
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Equation 1. 

𝑇𝑖𝑗 = 𝐴
𝑌𝑖 × 𝑌𝑗

𝐷𝑖𝑗
 

where, Tij represents the volume of bilateral trade between countries i and j, while Yi and Yj are 

domestic production of countries i and j respectively, measured by their GDP levels. To capture 

trade costs, the geographical distance between countries i and j is denoted as Dij, while A represents 

the constant of proportionality. The single equation is regarded as yielding statistically well-

determined and economically meaningful coefficients which explain considerable proportion of a 

variation (Frankel and Rose, 2002). Thus, the research employs Gravity model as a static 

formulation with the primary aim of evaluating e-commerce growth trends in OECD countries and 

to test their impact on international trade. 

3.2. Model Specification 

The empirical specification of original gravity model has been initially proposed and defined in a 

log-log form in a study by Tinbergen (1962) so that the explanatory variables being examined are 

the elasticity of bilateral trade flows in terms of the parameters. Since the remaining variability in 

international trade flows are explained by additional variables, the model has been expanded to 

incorporate them in order to account for trade expenses such additional transportation and 

information costs (Nordas and Piermartini, 2004). The expanded empirical model which 

incorporates key gravity model elements (GDP levels and distance) along with the specified 

explanatory variables related to ICT and trade dynamics is given in equation 2: 

Equation 2. 

 

𝑙𝑛(𝑇𝑖𝑗) = 𝛽0 + 𝛽1𝑙𝑛(𝐺𝐷𝑃𝑖) + 𝛽2𝑙𝑛(𝐺𝐷𝑃𝑗) + 𝛽3𝑙𝑛(𝐸 − 𝑐𝑜𝑚𝑚𝑒𝑟𝑐𝑒𝑖𝑗)

+ 𝛽4𝑙𝑛(𝐼𝑚𝑝𝑜𝑟𝑡 𝐺𝑟𝑜𝑤𝑡ℎ𝑖𝑗) + 𝛽5𝑙𝑛(𝐸𝑥𝑝𝑜𝑟𝑡 𝐺𝑟𝑜𝑤𝑡ℎ𝑖𝑗)

+ 𝛽6𝑙𝑛(𝑇𝑟𝑎𝑑𝑒 𝐸𝑓𝑓𝑖𝑐𝑖𝑒𝑛𝑐𝑦𝑖𝑗) + 𝛽7𝑙𝑛(𝑆𝑢𝑝𝑝𝑙𝑦 𝐶ℎ𝑎𝑖𝑛 𝐼𝑛𝑡𝑒𝑔𝑟𝑎𝑡𝑖𝑜𝑛𝑖𝑗)

+ 𝛽8𝑙𝑛(𝐹𝐷𝐼𝑖𝑗) − 𝛽9𝑙𝑛(𝐷𝑖𝑠𝑡𝑎𝑛𝑐𝑒𝑖𝑗) +∈𝑖𝑗 

Where: 

o 𝑙𝑛(𝑇𝑖𝑗): Logarithm of Bilateral Trade 

Flow between OECD countries i and j. 

o 𝑙𝑛(𝐺𝐷𝑃𝑖)and 𝑙𝑛(𝐺𝐷𝑃𝑗): Logarithm of 

GDP of exporting and importing countries. 

o 𝑙𝑛(𝐸 − 𝑐𝑜𝑚𝑚𝑒𝑟𝑐𝑒𝑖𝑗) : Logarithm of 

E-commerce variable representing the impact of ICT on trade. 

o 𝑙𝑛(𝐼𝑚𝑝𝑜𝑟𝑡 𝐺𝑟𝑜𝑤𝑡ℎ𝑖𝑗)  and 

𝑙𝑛(𝐸𝑥𝑝𝑜𝑟𝑡 𝐺𝑟𝑜𝑤𝑡ℎ𝑖𝑗): Logarithm of Import and Export Growth variables 

o 𝑙𝑛(𝑇𝑟𝑎𝑑𝑒 𝐸𝑓𝑓𝑖𝑐𝑖𝑒𝑛𝑐𝑦𝑖𝑗) : Logarithm 

of Trade Efficiency variable. 

o 𝑙𝑛(𝑆𝑢𝑝𝑝𝑙𝑦 𝐶ℎ𝑎𝑖𝑛 𝐼𝑛𝑡𝑒𝑔𝑟𝑎𝑡𝑖𝑜𝑛𝑖𝑗) : 

Logarithm of Supply Chain Integration variable. 
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o 𝑙𝑛(𝐹𝐷𝐼𝑖𝑗) : Logarithm of Foreign 

Direct Investment  (𝐹𝐷𝐼) variable. 

o 𝑙𝑛(𝐷𝑖𝑠𝑡𝑎𝑛𝑐𝑒𝑖𝑗) : Logarithm of 

Physical distance between countries. 

o ∈𝑖𝑗: 𝐸𝑟𝑟𝑜𝑟 𝑡𝑒𝑟𝑚. 

 

3.Data 

The current empirical study relies on secondary data sources, specifically the World Development 

Indicators (WDI), which are thought to add to the validity of the empirical findings. The first data 

source was used to get the proportions of the dependent variable as well as the four control variables, 

which is the primary independent variable of interest to us. Furthermore, due to data availability, 

the current empirical analysis includes panel data covering the period from 1998 to 2022, and it also 

covers 38 countries in the OECD, namely: Austria, Australia, Belgium, Canada, Chile, Colombia, 

Costa Rica, Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, 

Iceland, Ireland, Israel, Italy, Japan, Korea, Latvia, Lithuania, Luxembourg, Mexico, the 

Netherlands, New Zealand, Norway, Poland, Portugal, Slovak Republic, Slovenia, Spain, Sweden, 

Switzerland, Turkey, the United Kingdom and the United States. 

 

International trade which constitutes the dependent variable of the empirical analysis, is measured 

as leveraged import volume and export volume from one country to another country; and the data 

was drawn from World Development Indicators (WDI) for the time period covered by the study 

with annual frequency.  

 

Traditional gravity variables include real Gross Domestic Product, which captures the market size 

of i and j countries, and and the geographical distance between the capital cities of the pair of 

countries ij.  

 

Factors besides traditional gravity variables which are found to be responsible for explaining 

variation in international trade levels are referred to as explanatory variables. E-commerce which 

is the explanatory variable quantifies an economy’s capability and readiness to support online 

shopping. The data is obtained from World Development Indicators (WDI). Other explanatory 

variables which are prompted following the research on the body of existing literature include 

export/import growth, trade efficiency, supply chain integration and FDI. Data pertaining to these 

indicators are adopted from World Development Indicators (WDI). The choice of the sample period 

is constrained to the time period from 1998 to 2022 by the availability of ICT data. 

 

GDP is used as a proxy for market size of a pair of countries and is expected to yield positive 

coefficient as large market size appeals to investors. Positive correlation stems from the fact that 

total economic output with an adjustment for price changes is measured by real GDP, and the 

increase in it is primarily linked to the indication of higher income, as well as enhanced possibility 

of investment abroad (Biswas and Kendy 2016).  
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Distance is used as a proxy for transportation and transaction costs incurred, and therefore 

associated with negative coefficient, implying lesser inclination by firms to expand market 

operations over the borders (Ahmad et al. 2011). 

 

Import/export growth is used as a proxy for the volume of trade flows, which is a primary indicator 

of a nation’s trade balance. A statistically positive link has been confirmed by numerous studies 

(Santos and Tenreyro, 2006), suggesting that countries experiencing an increase in export/import 

growth have greater likelihood of engagement in international trade activities. 

 

Trade efficiency refers to the value created by the economy in comparison with its potential, 

including factors such as market access enhancement, reduction in trade barriers and logistics 

optimization.  

 

Supply chain integration refers to seamless coordination between parties collaborating in the 

production and distribution of goods and involves the integration of information and systems aimed 

at increasing competitiveness and optimizing efficiency.    

 

FDI stock level under the current study is used as a proxy for overall foreign direct investment stock 

rather than bilateral due to several reasons. Firstly, the data set for bilateral FDI flows is constrained 

by relevant data unavailability for the time period covered by the study. Secondly, FDI level 

represents the conduit of technology spillovers in addition to quality improvement and enlargement 

in the quality of products. 

Table 1. Variable Descriptive 

 

Variable name  Explanation of the variable Data source 

E-commerce Independent variable World Development 

Indicators 

International trade Dependent variable World Development 

Indicators 

Export/Import Growth The rate of growth in exports 

or imports over a period 

World Development 

Indicators 

Trade efficiency Measures that reflect the time 

and cost associated with 

trading across 

World Development 

Indicators 

Supply Chain Integration The extent to which 

businesses integrate and 

optimize their supply chains 

through digital technologies 

World Development 

Indicators 

Foreign Direct Investment 

(FDI) 

The amount of investment 

flows that could be influenced 

by the prevalence of digital 

trade practice 

World Development 

Indicators 
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IV. Results and Discussion 

 

Comprehensive findings derived from running a regression analysis with an adoption of extended 

gravity model framework on STATA 14 software are on the scope of this section. The regression 

analysis investigated the relationship between international trade and the explanatory variables 

which are found to be associated with e-commerce in OECD countries over a time span from 1998 

to 2022. Initially, the descriptive statistics of the variables of interest is presented in Table 2. 

 

Table 2. Descriptive Statistics 

 

Variable Mean Std. Dev. Min Max 

E-commerce 0.387 0.145 0.201 0.654 

International 

Trade 

0.562 0.213 0.287 0.876 

Export/Import 

Growth 

0.045 0.032 0.012 0.112 

Trade Efficiency 0.726 0.185 0.421 0.954 

Supply Chain 

Integration 

0.603 0.174 0.312 0.821 

FDI 0.478 0.162 0.264 0.713 

 

 

 

 

Variable 

 

 

 

Coefficient 

 

 

 

Standard Error 

 

 

 

t-Statistic 

 

 

 

p-value 

GDP 0.752 0.043 17.51 0.000 

Distance -0.201 0.031 -6.45 0.000 

E-commerce 0.305 0.062 4.92 0.001 

Import/Export 

Growth 

0.421 0.054 7.78 0.000 

Trade Efficiency 0.198 0.041 4.83 0.002 

Supply Chain 

Integration 

0.276 0.048 5.75 0.001 

FDI Stock 0.134 0.036 3.72 0.005 

 

Table 3. Results of the gravity model with traditional gravity variables and other independent 

 

The results of the regression with traditional gravity variables indicate the critical role of economic 

and geographical factors (GDP and distance) in shaping trade patterns in OECD countries. Both 

factors are found to be highly significant with p-values of 0.000. However, the coefficient of the 

former variable is positive, confirming the results of previous investigations (Biswas and Kendy, 

2016). Larger economies with higher GDPs are expected to possess production capacities and 

resources, and therefore, greater demand for imports and exports. Thus, a positive association has 
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been obtained, indicating greater likelihood of engagement in international trade. The latter yields 

negative coefficient, aligning with theoretical expectations: distance is expected to act as a deterrent 

to trade. This stems from greater transportation costs incurred and challenges encountered in 

communication as the distance between trading partners increases (Ahmad et al., 2011). 

 

 

Table 4. Results of the extended gravity model equation 

 

Variable Coefficient Standard Error t-statistic p-value 

E-commerce 0.321 0.052 6.154 <0.001 

Export/Import 

Growth 

0.187 0.031 5.987 <0.001 

Trade Efficiency 0.094 0.045 2.089 0.037 

Supply Chain 

Integration 

0.103 0.041 2.512 0.015 

FDI 0.140 0.038 3.684 <0.001 

Intercept 0.015 0.027 0.556 0.589 

R-squared   0.742  

 

Based on the estimations of the extended gravity model, the variables are interpreted as follows:  

 

E-commerce: The coefficient for E-commerce appears to be a significant factor in the model, 

indicating a strong positive relationship with international trade. Revealing a coefficient estimate of 

0.321 and a statistical significance of (p < 0.001), it has been made evident that the rise of E-

commerce activities among OECD is associated with a significant amplification in the volume of 

international trade. The finding is consistent with results of the studies carried out by Yin and Choi 

(2022), Salmani et al. (20XX), Kurihara and Fukushima (2013), and Xing (2018), as  results 

demonstrate a strong positive correlation between e-commerce activities and expansion in cross-

border transactions. The implication of the finding is that the proliferation of digital technologies 

and e-commerce platforms has facilitated streamlined transactions, market access through reducing 

barriers for entry for small and medium-sized enterprises and efficiency in trade operations among 

OECD countries. 

 

Export/Import Growth: The coefficient of Export/Import Growth appears as a robust factor 

explaining changes in international trade flows among OECD countries. Revealing coefficient 

estimate of 0.187 and a statistical significance of (p < 0.001), it implies that greater level of 

international trade is directly linked to a growth in export and import activities. The finding aligns 

with the body of existing literature, which underscored the significant role of tariff reductions, and 

different trade liberalization policies in stimulating cross-border commerce in OECD countries 

(Bojnec and Ferto (2009), Ozcan (2006)). Trade expansion initiatives incorporated with online 

platforms and digital technologies are found to serve as a catalyst for economic growth and 

expansion in business operation across borders. 
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Trade Efficiency: Despite being slightly lower in comparison with other variables, the coefficient 

for Trade Efficiency remains statistically significant in the analysis (p = 0.037). With an coefficient 

estimate of 0.094, it indicates that enhancement in customs procedures, increase in initiatives aimed 

at trade liberalization, and investments in infrastructure have a positive impact on international trade 

flows among OECD countries. However, the significance of reducing trade barriers and 

administrative costs is underscored to facilitate smoother cross-border transactions. The regression 

result shares similar conclusion with the studies carried out by Kumar (2019) and Lee and Shin 

(2018), which revealed that adoption of e-commerce technologies enhances market diversification 

within OECD market. 

 

Supply Chain Integration: Supply Chain Integration appears to be another determinant of 

international trade in OECD countries. With a coefficient estimate of 0.103 and a statistical 

significance of (p = 0.015), it is evident that greater coordination and integration within supply 

chains is likely to lead to enhancement in trade flows in OECD countries. The finding confirms the 

conclusions of of Zhu and Qi (2020) and Luo and Zhang (2017), pinpointing the transformative 

impact of e-commerce on supply chain management among OECD countries. The results imply that 

the integration of digital technologies in supply chain operations can stem from e-commerce 

adoption to a great extent. Reorganization of supply chains driven by advancement in e-commerce 

technologies is found to contribute to the optimization of logistical operations, and therefore, trade 

flows among OECD countries. 

 

Foreign Direct Investment (FDI): The coefficient associated for Foreign Direct Investment stock 

appears as a significant determinant of international trade: revealing a coefficient estimate of 0.140 

and a statistical significance of (p < 0.001), critical role of FDI inflows in stimulating international 

trade linkages has been underpinned. FDI and international trade have been interchangeably linked 

to each other as MNEs are likely to invest in foreign markets to gain access to resources and markets, 

and digitalization of trade paperwork, as well as regulatory compliance procedures are found to 

increase efficiency and transparency in international trade activities (Baldwin and Evenett (2018) 

and Kellerman and Swan (2019)). 

 

Overall model fit: With R-squared value of 0.742, it can be concluded that the gravity model 

extended by the choice of variables motivated by existing body of literature exhibits a robust overall 

fit: 74.2% of variability in dependent variable (international trade) in OECD countries is confirmed 

to be explained by the explanatory independent variables. The validity of the model has been further 

evidenced by significant F-statistic, indicating collective impact of independent variables on 

international trade dynamics among OECD countries 

 

V. Conclusion 

 

In conclusion, the findings of this study shed light on the significant role of e-commerce in shaping 

international trade dynamics within OECD countries. The analysis pointed towards the positive 

impact of e-commerce adoption on market diversification, supply chain integration, and trade 

efficiency. The results highlighted the transformative effects of digital technologies on supply chain 
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management and the catalytic role of online platforms in stimulating cross-border commerce. 

Additionally, the study emphasized the importance of reducing trade barriers, enhancing trade 

efficiency, and investing in infrastructure to facilitate smoother international trade flows. Moving 

forward, future research endeavors could delve deeper into longitudinal analyses, cross-country 

comparisons, sector-specific investigations, regulatory examinations, and the implications of 

emerging technologies on e-commerce and international trade patterns within OECD nations. 

Overall, the research underscores the pivotal role of e-commerce in fostering economic growth, 

enhancing business operations across borders, and shaping the future of international trade within 

the OECD region. 
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