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Most economists believe:
• The world is not flat
But most economist also believe:
• The world is smooth

International Conference on 
Gateways & Corridors

But some economists know that 
most economists are wrong about 
this!

• McCallum’s famous “Border 
Effect”
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Trade in goods is x10 more likely 
within Canada than across the 
border, other things equal

Also true for capital flows
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So, what about people flows?
• Long-term, yes of course
• But is there a border effect for 

business travel?
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This study:
• Look for border effects in 

passenger air travel
• At five major Canadian gateway 

airports
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Data:
• Scheduled departures on March 

21, 2007
• Seats proxy PAX
• (arrivals about the same….)
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261128086127610.2total

185429610.37Halifax

52213032293.64Montreal

91517724785.11Toronto

37203502001.08Calgary

63292323082.11Vancouver
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52936749Total

24111Halifax

8181412Montreal

2941147Toronto

214174Calgary

11161125Vancouver

RoWUSCanadaprovinceRoutes:
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25.412.61411100total

48.614.7102189Halifax

14.35.9113193Montreal

17.810.11608108Toronto

34.318.81257102Calgary

28.913.9148995Vancouver

Routes 
per million 
population

Seats per 
000 

population

Flight 
distance

Seats per 
flight

International Conference on 
Gateways & Corridors

Estimate an augmented gravity 
model to explain seats per route

• 212 non-resort destinations
• Use population, GDP, distance as 

‘attractors’
• Dummies for language, border
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Results:
• Large border effect  (= 6+)
• Large language effect
• Quite small distance effect  (not in 

Canada at all)
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Implications/Questions
So what does it all mean?
• Is the gateway the problem?
• Is there any problem?
• Is it just because of the trade 

border effect….? 


