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Perspective estimation of the development of the frontier trade of the subject of the Federation
(on the example of Amurskaya oblast)
The article deals with the prospects of the frontier trade development in Amurskaya oblast. Basing upon correlation and regression analysis, the estimation of influence of the frontier trade on the GRP, wholesale-retail trade, border services trade, by services and export-import structure development of Amurskaya oblast is given.
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In order to estimate the impact of frontier trade on the regional economic development, the correlation and regression analysis of the basic indicators of frontier trade development is done by means of SPSS 16.0 software. The correlation analysis allows define connection tightness between two indicators. The regression analysis defines analytical expression of this connection where the change of one indicator is caused by the influence of another one; all other factors that influence the dependent variable are accepted as the constant and average ones. The regression curve is constructed including 20 future periods (years).

Following that, we define the influence and the character of the dependence of the GRP (Gross regional product) and the frontier trade. The Bell Curve (the Gaussean shape graph) is the evidence of the fact that the investigated universal set fits the normal distribution (pic. 3.1.1, table 1-4).
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Pic.1. The Gaussean shape graph (the GRP and frontier trade)

Table 1
Correlations
	Model
	
	The foreign trade turnover with the CPR
	The GRP

	The foreign trade turnover with the CPR
	Pearson correlation 
	1,000
	, 963 **

	
	Sig. (2-tailed)
	
	, 000

	
	N
	11,000
	13

	The GRP
	Pearson correlation 
	, 963 **
	1,000

	
	Sig. (2-tailed)
	, 000
	

	
	N
	13
	9,000


Correlation is significant at level 0,01 (2-tailed)

The correlation factor specifies that there is a strong direct dependence r=0,963. Probability of an error p, corresponding to the assumption of a nonzero hypothesis, is less than 0,0001, therefore, all factors are supersignificant.
Table 2
Model summary

	Model
	R
	R square
	Adjusted R square
	Standard error of the Estimate

	1
	, 963a
	, 928
	, 917
	10511,38485


a. Predictors: (Constant)  The foreign trade turnover with the CPR
b. Dependent variable: The GRP 
Table 3 

ANOVA
	Model
	The sum of squares
	df
	Mean square
	F
	Sig.

	1
	Regression
	9,906E9
	1
	9,906E9
	89,658
	, 000a

	
	Residual
	7,734E8
	7
	1,105E8
	
	

	
	Total
	1,068E10
	8
	
	
	


Table 4 
Coefficients
	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. error
	Beta
	
	

	1
	Constant 
	31555,003
	5594,269
	
	5,641
	, 001

	
	The foreign trade turnover with the CPR
	212,821
	22,476
	, 963
	9,469
	, 000


a. Dependent variable: The GDP
Then, we try to improve the quality of the model (R-square) and the regression curve taking into account the predicted period (table 5).

Table 5 
Definition of an optimum kind of a line of regress
	Regression curve
	R-square
	Regression equation 

	Exponential
	0,7791
	y = 37334e0,0028x

	Logarithmic
	0,9596
	y = 43494ln (x) - 142919

	Multinominal
	
 0,9558 

	y =-0,2725x2 + 363,65x + +19170

	Power
	0,9041 
	y = 3091x0,613

	Linear 
	0,9276 

	y = 212,82x + 31555


The factor of determination that reflects the quality of the regression models is high enough (is close to 1) in all the models and proves that they are of a high quality. The adjusted R square is a little bit lower than the R square. R is equal to the Pearson correlation.

The greatest factor of determination corresponds with the logarithmic regression curve and increases correlation from r=0,963 to r=0,98. Hence, the regression equation is y = 43494ln (x) – 142919; and the regression line is as follows (pic. 2).
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	Turnover of frontier trade with the CPR


Pic. 2. The regression curve
Thus, the frontier trade substantially influences the GDP increase. The regression curve proves that if the frontier trade increases, the GRP will grow too. However, if the existing structure of the frontier trade during the predicted period doesn’t change, the GDP growth will be slowed down.

Then, the correlation and regression analyses of the frontier trade and the intraregional market of retail trade, the market of the international services, the import of services (transport, tourism, commercial services, legal services, building), export of services (transport, tourism, services of rent of the trading areas and habitation, legal services), quantities of participants of the foreign trade activity is given.

The frontier trade and the development of retail trade in oblast (table 6, pic. 3).

Table 6 
Correlations
	                                             Predictors
Dependent
	Turnover of retail

 trade

	Turnover of frontier trade with the CPR
	0,981


	Turnover of retail trade
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	Turnover of frontier trade with the CPR


Pic. 3. The regression urve
Besides, the great influence on retail trade renders the import from the Peoples Republic of China. The correlation factor equals r=0,965 (pic. 4). 
	Import from the Peoples Republic of China
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	Turnover of retail trade


Pic. 4. The regression curve
The frontier trade has the strong influence on increase of the regional retail trade. The regression curve proves that if the frontier trade increases, the retail trade will enlarge too, mainly at the cost of the import from the Peoples Republic of China. 

The frontier trade and the development of the market of international services. (table 7, pic. 5).

	Turnover of the frontier international

 services 
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	Turnover of frontier trade with the CPR


Pic. 5. The regression curve
Table 7 
Correlations
	                                                        Predictors
Dependent
	Turnover of the frontier services 
	Import of frontier services 
	Export of frontier services 

	Turnover of frontier trade with the CPR
	0,982
	0,975
	0,176


The frontier trade has a strong impact on the international services development as a whole and on the import of services in particular. The regression curve proves that, if the frontier trade increases, the turnover of the frontier international services and the import of the frontier international services will increase as well. The low correlation of the export of the frontier international services can be explained  by the low diversification of the potential export services and by the underdevelopment of the intraregional market of services.

The frontier trade and the development of the import of services (transport, tourism, commercial services, legal services, construction). According to the correlation analysis moderate direct dependence exists between the frontier trade and the import of frontier construction services (r = 0,688), the import of the frontier tourist services (r = 0,655) and the import of the frontier commercial services (r = 0,822).

The regression analyses proves that the import of tourist, commercial, construction services will grow if the frontier trade increases. However, the reliability of models is moderate.
The frontier trade and the export of frontier services (transport, tourism, services of rent of the trading areas and habitation, legal services). According to the undertaken analysis the significant correlation exists only between the turnover of the frontier trade and the export of transport services: r=0,844. 

The regression analysis shows that the export of the transport services will grow if the frontier turnover increases (Pic. 6).
	Export of 
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	Turnover of frontier trade with the CPR


Pic. 6. The regression curve 

Low factors of correlation of export of other types of service testify that now on their development other factors render.

On the whole, it is possible to draw a conclusion that the frontier trade development indirectly influences the export and the import of services; and that there is a number of other factors that constrain the growth frontier services trade, for instance, underdevelopment of frontier services, legislative gaps of development of the export and  the import of services, monopolization of some spheres of services.

The frontier trade and the quantity of participants of the foreign trade activity. (table 8, pic. 7).

Table 8 
Correlations
	Predictors

Dependent
	Quantity of participants of the foreign trade activity

	Turnover of frontier trade with the CPR
	0,985


	Quantity of participants of the foreign trade activity
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	Turnover of frontier trade with the CPR


Pic. 7. The regression curve
The frontier trade strongly influences the increase of total quantity of participants of the foreign trade activity. The regression analysis proves that the quantity of participants of the foreign trade activity will grow if the increase in frontier trade persists. 

Frontier trade and the quantity of labor migrants from the Peoples Republic of China. (Table 9, Pic. 8).

Table 9 
Correlation factor
	Predictors

Dependent
	Quantity of labor migrants

	Turnover of frontier trade with the CPR
	0,968


	Quantity 

Labour migrants
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	Turnover of frontier trade with the CPR


Pic. 8. The regression curve

The frontier trade has an impact on increase of participants of the foreign trade activity. The regression analysis highlights the fact that the quantity of labor migrants will rise if the frontier trade growth persists. 

The perspective estimation of the frontier integration processes linked with the role that international organizations play in liberalization of foreign trade activities. The Peoples Republic of China already is a member of the WTO, Russia carries on negotiations to enter the WTO and adjusts its legislation to requirements stated. 

The analysis of the developmental gaps between Amurskaya oblast and Heilongjiang province as well as the SWOT-analysis reveals a huge potential of the development of frontier trade in Amurskaya oblast (table 10).

Table 10 
SWOT-analysis of development of frontier trade of Amurskaya oblast
	Strengths
	Weaknesses

	- Advantageous geographical position of the region

- Uniqueness of the neighbourhood of Blagoveshchensk and Heihe towns that have the general check point

- Several operating check points 
- Advancing character of the development

- Small-scale business orientation
- Employment and growth of the population income 

- Incentives to develop frontier manufactures
	- Weak infrastructure of the frontier trade

- Backwardness of services of the frontier trade

- Legal gaps of the frontier trade management
- Underdevelopment of various types of frontier trade

- Raw material export orientation 

- Absence of the thorough strategy and policy of the  frontier trade development

	Threats
	Opportunities

	- Growth of illegal import

- Increase in frontier trade violations
- Import substitution efficiency decrease 

- Raw materials and goods export specialization growth
- Insufficient qualification (legal, economic) of participants of frontier trade

- Negative trading balance 
- Increase in the import dependence of local commodity producers

- Low competitiveness in many commodity positions of frontier trade

- Monopolisation of frontier trade by the Chinese frontier trade companies 
	- Development of accompanying service branches

- Import price reduction 
- Development of export of goods and services produced in frontier territories

- Employment increase in the frontier regions

- Stimulation of manufactures to produce the innovative goods

- Maximum use of local resources of the frontier territories

- Increase of living standards and well-being of the population of the frontier territories

- Creation of the system of the mutual information on frontier markets requirements 

- Increase in efficiency of usage of industrial base of frontier territories 

- Development of traditional economic activities of the frontier population and enterprises involved into the  frontier trade

- Development of paid services, especially, educational and public health services

- Modernization of local commodity producers


Consequently, the frontier trade development taking into account joining of the RF to the WTO is hard to underestimate.
Hence, it is necessary to work out a number of key directions of development of the frontier trade of Amurskaya oblast. These are:

- The purposes and problems of the development of the frontier trade, the substantiation of its expediency;

- The conceptual definitions of the frontier trade;

- Allocation of specific characters of the frontier trade;

-  Priority directions of the development of frontier trade;

- Revision of the international agreements defining movement of the goods between the frontier territories;

- Development of the nomenclature, cost and volumes of the goods involved in the frontier trade;

- Working out of mechanisms of getting the status of the company of the frontier trade and its powers;

- Working out of the stimulation measures of the enterprises of the frontier trade which have achieved the successes in the frontier trade;

-  Forms of frontier trade conducting;

- System of preferences for the frontier trade enterprises;

- System of powers of the regional authorities and municipal government in management of the frontier trade;

- Development of the system of the frontier trade professional training;

- System of regional frontier trade statistics.

The purpose of development of frontier trade is to create conditions for free movement of the goods and the services between frontier territories.

The primary goals of development of the frontier trade can be defined as:

- Stimulation of development small manufactures of advancing type that can compete in the market of the Peoples Republic of China and do not demand considerable capital investments;

- More careful studying of requirements of the frontier markets;

- small business development;

- Increase of incomes and level and quality of a life of the population of frontier territories;

- Diversification of goods and services delivered for export;

- Increase in export of goods of local manufactures;

- Improvement of the system of protection of the consumers’ rights;

- Improvement of the import structure;

- Import reduction in price;

- Provision of local manufacturers with modern capacities;

- Decrease in a shadow trans-boundary turnover of goods and services;

- Development of the types of frontier trade;

- Creation of comprehensive conditions for the frontier trade in the both frontier territories;

- Facilitation of frontier crossing.

- Improvement of the system of the resolution of disputes and protection of the rights of the participants of the frontier trade (arbitration, insurance).

In order to reach the set goals of the frontier trade development, it is necessary to work out the conceptual definitions of the frontier trade. The frontier trade is a foreign trade between participants of the frontier trade, carried out on the basis of the international agreement of the Russian Federation with the adjacent foreign state or group of the adjacent foreign states, with granting of a special favorable mode of the foreign trade activity in borders of the municipal unions which cover the territory of 20 km from the state border frontier or more if the municipality covers only a part of the frontier trade territory.

The participant of the frontier trade – the physical person having a constant residence in the frontier territory, and the legal body having residency in the frontier territory.

The frontier goods or services – the goods or the services produced by the participants of frontier trade in the frontier territory.

The territory of the frontier trade – the site located along the state border, covering the territory of 20 km, completely including the territory of a municipal union or municipal unions in a case if a municipal union covers only a part of the site.

The frontier territory – the subject of the Russian Federation adjoining to the state frontier.

The frontier trade and economic complex is a limited territory located on either side of the state border, assigned for trade, industrial and other activity within the limits of the legislation of the frontier countries.

Frontier trading ministock exchange – the legal body that is the resident of territory of the frontier trade, providing regular functioning of the organized commodity market originally produced in the frontier territory.

The frontier market is a limited territory which is in immediate proximity from a the frontier check point, possessing a warehouse, logistical and trading infrastructure for the  frontier retail and wholesale trade of the participants with the goods and the services produced in the frontier territories.

The electronic frontier trade (commerce) is a kind of the foreign trade activity which is carried out through the Internet by participants of the frontier trade, registered in the territory of the frontier trade.

The special favorable mode of the foreign trade activity is the system of privileges and preferences for participants of the frontier trade, based on the international agreement concluded between the frontier countries. 

 Development of various kinds of frontier trade demands acceptance of the corresponding legislation at the national and international level, realization of the frontier trade needs homogeneous conditions for all participants of the frontier trade. In this respect, it is reasonable to make use of the experience of the United Nations and the WTO.

Specific characteristics of frontier trade are:

- Minimisation of transport costs;

- Realisation of the goods and the services made in the frontier territories, except for transit trade in goods and services;

- Long-term character of existence of frontier trade and development of small and average business and self-employment;

- Restriction of the nomenclature and the turnover of the goods and services by participants of the frontier trade.

The priority directions of the frontier trade development in Amurskaya oblast are expansion of the nomenclature and turnover of export of goods of local manufacture, of frontier services, increase of the taxable base, import quality improvement, exchange in new technologies and equipment, advancement of scientific progress, development of new forms of frontier trade, approbation of new forms of the foreign trade activity between participants of the frontier trade, development of some frontier trade services (especially insurance and arbitration).

It is obvious, that realization of the specific purposes and problems of frontier trade allows allocate following groups of goods and services:

1. Innovative group – the goods and services with a high innovative component which are under the most preferential mode of the frontier trade;

2. Progressive group – the goods of the high degree of produced in the frontier territory, nonconventional types of services with high level of information and technology use;

3. Raw group – raw materials and materials of low degree of processing. Such goods should be limited or forbidden in the frontier trade.

4. Strategic group –goods and services that cover strategic national interests and are forbidden in the frontier trade.

It is necessary to work out a preferential order of attraction of private investments into development of the frontier trade infrastructure.

It is important to expand participation of regional executive authorities and municipal governments in regulation of the frontier trade, especially in the specification of the nomenclature of the goods and services for border trade, the systems preferences and restrictions for each group of the goods and services. 

To improve supervising and monitoring functions, statistical and electronic reporting should be developed.

An enterprise of the frontier trade to get this status should comply with the following parameters:

-  small business enterprise;

-  carries out retail and wholesale trade in the goods and services produced in the frontier territory;

- has a constant registration in territory of the frontier trade;

- carries out the frontier trade with the enterprises of the frontier trade of the border country.

The preferential system should be flexible and correspond to the purposes and problems of the frontier trade development.

As a whole, it is necessary to highlight the fact that the frontier trade, according to the General Agreement on Tariffs and Trade, is the possibility to neglect the accepted obligations, the obligations concerning granting the most favored nation treatment. Thus, the frontier trade creates a certain potential of territorial development.
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