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Abstract

If the media and politicians are to be believed diplomatic visits from government officials
and their entourage to existing and potential trade partners can have a dramatic impact on
future international trade and investment, China’s emergences as a global trading power
has put visits from and to China in the spot light. In this thesis, we examine the impact of
Chinese leaders’ visits as well as the impact of foreign dignitaries who have visited China
on China’s international trade and FDI. Employing log-linear and Poisson Pseudo
Maximum Likelihood (PPML) approaches, the gravity model finds little evidence that
diplomatic visits are effective to promote international trade between China and the rest
of world. Diplomatic visits appear to exert different impact on trade with two relatively
homogeneous groups of countries, African countries and OECD countries. In addition, it
is found that diplomatic visits are significantly associated with a higher amount of OECD

outward FDI to China.
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1 Introduction

In this chapter, we provide a brief introduction to the thesis and discuss the motivation,

research design, main findings and contribution to the literature.

1.1 Motivation

International trade and Foreign Direct Investment (FDI) are critical to the development
of an economy, and they hasve been particularly important for the case of China which
has grown dramatically in recent years on the back of export and FDI driven growth. A
major obstacle for the firms engaged in international trade and cross border investment is
the scarcity of information on business partners and target customers, especially for small
and medium enterprises (SMEs). To support domestic firms and to overcome asymmetric
information, governments devote considerable physical and human resources on trade
and FDI promotion. Governments also try to build good relations with other countries

and a healthy business environment through face-to-face talk during diplomatic visits.

Although the majority of diplomatic visits are politically motivated and focus on such
diverse themes as education, technology and environment, a key objective is to maintain
and improve bilateral economic cooperation. The expectations are firstly that diplomatic
visits bring the global market closer to consumers and private firms that are looking to
sell their final goods and import high quality intermediate imports. Secondly, the
countries visited become more attractive destinations for domestic firms for future trade
and investment since they will have been highlighted in the local media during the
diplomatic visits. For these reasons, diplomatic visits are often accompanied by business

delegations and the subsequent signing of multi-million pounds’ deals grab the public and



the media attention. Thus, state leaders and government officials travel extensively and

frequently, in an attempt to shape a country’s bilateral trade and investment.

China is an ideal country to study given that it is now the largest trading nation and a
relatively new entrant to global investment system. As such, diplomatic visits abroad still
receive considerable media attention. It is useful to illustrate the role of diplomatic visits
by means of an example. In February 2009, a delegation led by then Minister of
Commerce of China, Chen Deming purchased billions of dollars’ worth of products and
technology from Germany, Switzerland, Spain and Great Britain during an European tour,
which followed the then Chinese Premier Wen Jiabao’s official visit to Europe late in the
previous year. Then head of Swiss Federal Department of Economic Affairs Doris
Leuthard provided positive feedback stating that the contracts signed with China will
safeguard jobs and strengthen the cooperation between Swiss and Chinese companies in
different fields of their economy. At the same time, Chinese officials argued that the visit
presented a win-win situation for Europe and China as most of the products and
technologies bought would be essential to facilitate China's economic growth (China

Daily, 1 March 2009).

Despite anecdotal evidence that diplomatic visits from and to China have a positive
impact on trade and FDI, there has been little empirical evidence to support this claim.
Therefore, the motivation of this study is to examine whether and by how much
diplomatic visits from and to China have an impact on international trade or investment

during the period 2002-2012.



1.2 Research design

The relationship between diplomatic visits and international trade and FDI is examined

in four related studies.

First, the impact of diplomatic visits on China’s international trade with 180 countries and
regions during the period 2002-2012 is investigated. Following China’s entry into the
World Trade Organization (WTO) in 2001, China’s contribution to the world’s export
growth was 15 percent (that of the US was 6.63 percent), and its contribution to world’s
import growth was 11.86 percent (that of the US was 8.53 percent). Considering China’s
crucial international trade positon in the global market and the active bilateral visits made
by both Chinese leaders and foreign leaders, the impact of diplomatic visits on trade is

investigated using country level data.

Perhaps as a result of the heterogeneous nature of China’s trading partners, the country
level study found little evidence that diplomatic visits were effective to promote China’s
trade, the second study revisits the relationship between diplomatic visits and China’s
trade with two relatively homogenous groups of countries: African countries and
Organization for Economic Cooperation and Development (OECD) countries. The more
fundamental reasons to select African and OECD samples in the second research are their

high frequency diplomatic visits and active economic interactions with China.

The political interactions between China and Africa continent has a long history. Since
Beijing successfully gained the government recognition and re-established its seat in the
United Nations Council mainly attributed to the votes from African countries, the
alignment between China and African countries has continued to develop from the early

construction of Tanzania-Zambia Railway Authority (TAZARA) railway in 1975 to more



recently the launch of Forum on China-Africa Cooperation (FOCAC) in Beijing in
October 2000 and the establishment of five China financed Special Economic Zones
(SEZs) in Ethiopia, Mauritius, Nigeria (two SEZs) and Zambia. During the period of
analysis, China’s share of Africa trade grew rapidly from less than 5% in 2002 to about
20% in 2012 (United Nations, Comtrade database). According to the OECD statistics, the
OECD make up China’s main trade partners since 1995. Good relations between China
and OECD bring mutual benefits as China is playing a more and more important role in
the global economy. Also the South-North trade between China and the OECD is
significantly distinct from the South-South trade between China and African countries.
We therefore investigate the impact of diplomatic visits on China’s trade with these two

groups of countries.

The third empirical exercise undertaken in the thesis is to examine the relationship
between diplomatic visits and China’s trade at the sectional level. Chinese traditional
export industries, such as the textiles and apparel industry and electrical equipment
industry are losing their dominant advantages in the global market, government
manufacturing industrial reforms have been performed to enable China to move up the
value chain. Therefore, government leaders’ overseas visits reflecting the government

policy intention will exert different impact on different industries.

Finally, FDI has continued to have a significant impact on China’s economic development
since the early 1980s when foreign direct investment was first attracted to China (Davies,
2013)(Davies, 2013)(Davies, 2013)(Davies, 2013). According to UNCTAD (2006),
Chinese domestic firms are thought to benefit from the positive spillover effects of FDI

with increased productivity and higher wages especially in coastal China. In addition to



international trade, FDI is a prominent issue discussed during the talks of diplomatic visits.
The relationship between FDI and trade is uncertain and can be complementary or
substitutes. Hence, the impact of diplomatic visits to and from China on OECD countries’

FDI to China is investigated as the fourth topic of this thesis.

The remainder of the thesis is arranged as follows. Chapter 2 reviews the literature on
trade and FDI promotion and facilitation. Chapter 3 describes the trade and diplomatic
visits data statistics for each research question. Chapter 4 presents the empirical
methodology. Chapters 5 to 8 provides the results, conclusions and policy implications
for the impact of diplomatic visits on China’s trade with 180 countries (Chapter 5),
China’s trade with African and OECD countries (Chapter 6), China’s section level trade
with the OECD (Chapter 7) and OECD countries’ outward FDI to China (Chapter 8).

Chapter 9 concludes and provides the limitations of this research.

Although the more recent style for the presentation of a thesis is to present three or four
distinct papers, this would have resulted in considerable repetition of the literature and
empirical methodology in this study. Hence, the more traditional structure of this thesis

are presented.

1.3 Main findings

As discussed in previous section, to examine whether and by how much the impact of
diplomatic visits to and from China on China’s trade and FDI during the period 2002-
2012, we investigated four associated research questions. The main findings are briefly

introduced as below:



In Chapter 5, we find the traditional gravity specification estimates show a positive and
significant impact of diplomatic visits on China’s exports and imports. Once time variant
country fixed effects and lagged dependent variables are incorporated in the gravity
equation, estimates change dramatically and significance disappears. This is verified by
the strict exogeneity tests results that the traditional gravity specification suffers from
omitting the multilateral resistance terms. For China’s trade with the world during 2002-
2012, Chinese leaders’ overseas visits have negative and significant impact on China’s
exports, foreign leaders’ visits to China have no significant impact on China’s trade
leading to the conclusion that general diplomatic visits are not effective in stimulating

international trade.

In Chapter 6, with the mirror data employed in the African sample study, we find
diplomatic visits are significantly associated with a higher level of China’s exports and
have a small, negative and weak significant impact on China’s imports from Africa.
Investigating the impact of diplomatic visits on China’s trade with another relative
homogeneous group of countries, the OECD countries, we find Chinese second level
visits have a negative and significant impact on China’s exports and OECD leaders’ visits

to China significantly increase China’s imports from the OECD.

In Chapter 7, the relationship between diplomatic visits and China’s trade with the OECD
is further examined at section level. Diplomatic visits (both Chinese visits to the OECD
and the OECD visits to China) are found to promote China’s low technology section (e.g.
textiles sector) exports and lessen China’s high technology section (e.g. medical and
surgical instruments section) exports to the OECD. In contrast, diplomatic visits have

general positive and significant impact on all section imports from the OECD.



In Chapter 8, diplomatic visits appear to have general positive and significant impact on
OECD countries’ outward FDI to China. This conclusion is robust for both the OECD
outward FDI stock in China and the OECD FDI outflows to China during the period of

analysis.

1.4 Contribution of the research

International trade and FDI are believed to be the key drivers for most economies’
development. This rule also applies for China. A significant body of research investigate
the determinants of international trade and FDI. Only a very limited number of studies try
to find the causal link between state visits and trade performance, if there is, they are
limited for developed economy studies. Using a gravity equation approach, this research
attempts to contribute to the literature by firstly examining the diplomatic visits on
developing economy’s international trade and FDI. More specific contributions are

presented as follows.

First, we compile a comprehensive list of diplomatic visits to and from China
distinguishing between different levels of leaders’ visits and classify them into two groups:
state and government leaders’ visits (the first level visits) and minister and above leaders’
visits (the second level visits). To our knowledge, this is the first research examines the

impact of multiple levels of two-way diplomatic visits on international trade and FDI.

Second, the effect of diplomatic visits are investigated on both country level and section
level trade data. The combination of aggregated and disaggregated level studies tend to

be significantly helpful for government policy makers.



Third, except for employing Poisson Pseudo-Maximum-Likelihood (PPML) approach,
the mirror data are used to deal with a large number of zeros of international trade and
FDI data, especially for African countries. By reporting the estimates of diplomatic visits
on both reported data and mirror data, we are able to test whether the results are robust or

not due to the difference of trade quality.



2 Literature review

Information barriers are main impediments of international trade and cross border
investment. To support domestic firms in conquering asymmetric information,
governments devote considerable resources to set up trade and foreign investment
promotion agencies. Even during diplomatic visits, state leaders lead business delegation
to promote trade and investment. Promotion facilities and policies to promote

international trade have received tremendous attention in recent years.

In this chapter, we first review the literature on trade promotion and trade facilitation
which can be roughly divided into three branches: the impact of trade facilitated policies
and trade missions on trade; the impact of government institutes and trade promotion
agencies on trade and the links between political relations and bilateral trade.
Subsequently, we focus on China’s economic interactions with Africa and the OECD
respectively. Finally, studies on FDI development mechanism and gravity model applied

for FDI examinations are summarized.

2.1  Trade promotion facilities

2.1.1 The impact of trade facilitated policies and trade missions on trade

Popular with both developed and developing countries we first consider trade facilitation
policies such as WTO membership, free trade agreements and trade missions. There are
a large number of studies trying to evaluate the impact of such trade agreements,

membership of trade organizations and trade missions. The results tend to be mixed.

Some researches argue the promotion facilities are not as successful as the media

advertised. Rose (2002) uses 168 countries’ trade data from 1950 to 1998 and employs a



conventional gravity equation approach to analyse the impact of General Agreement on
Tariffs and Trade (GATT) or WTO membership on international trade. He does not find
convincing evidence that membership of the multilateral trade system is effective to
promote international trade, although member countries economic freedom improved.
Another study of Rose (2004), he tries to measure whether being member of the
GATT/WTO increases a country’s bilateral and multilateral trade using the data of 178
partner countries during the period between 1948 and 1999. He concludes that WTO
membership has very limited effect on increasing countries’ international trade although
adding pair-country fixed effects results in a small and significant impact. Eicher and
Henn (2009) provide a unified approach that minimizes omitted variable bias and find
consistent results using a number of different specifications. They find there is no
statistically significant relationship between countries’ WTO membership and their
international trade. However, Preferential Trade Agreements (PTA) are found to have
significant and uneven impact on international trade, although WTO membership
increases trade among proximate developing countries prior to PTA formation. Head and
Ries (2010) explore the role of trade missions by Canadian governments on its
international trade. Incorporating lagged dependent variables and pair fixed effects in a
time variant country fixed effects model, they get the bounds of trade mission estimates
on international trade. No support is found for the claim that government sponsored trade

missions stimulate bilateral trade.

At the same time, there are some policies being successfual at promoting trade. Baier and
Bergstrand (2007) provide support to the positive impact of Free Trade Agreements (FTA)
on members’ international trade using bilateral pair fixed effects with exporters and

importers’ country and year fixed effects. Subramanian and Wei (2007) also find that the

10



WTO membership does increase the member countries’ international trade but the impact
in uneven. Instead of traditional treatment, a binary dummy variable, for trade agreements,
Kohl et al. (2016) generate indices based on 296 trade agreements provisions and find
that the heterogeneity of trade agreements exerts various influences on trade. Those trade
agreements within the WTO scope are effective for enhancing trade while those beyond
WTO scope are not. The legal enforcement of agreements is another determinant of the
effectiveness of these. Their findings are robust when the participants’ WTO

memberships have been taken into account.

Looking specifically into the case of currency unions, Santos Silva and Tenreyro (2010)
examine the effect of currency union on trade using a Poisson Pseudo-Maximum-
Likelihood (PPML) method. Santos Silva and Tenreyro (2010) are the first to use this
non-linear methodology applied to the Gravity equation model with panel data. By
employing the differences-in-differences specification, they use three groups of control
variables for the treatment group in which all of the countries adopt the Euro as their
official currency. They find the Euro membership appear to be insignificant on the Euro
countries’ exports. For the OECD group, the point estimate is negative indicating that
exports from one Euro-adopting country to another Euro-adopting country increased by

less than exports to comparable countries that did not adopt the Euro.

Yasar et al. (2012) examine the effectiveness of US Visa Waiver Program (VWP) and find
that there is a positive relationship between VWP and international trade. They argue that
the US exports were 10-20% higher due to this more liberal temporary foreign visitor
policy, which is able to prompt cross-border travels, including the travels related with

business and commerce.

11



2.1.2  The impact of government institutes and trade promotion agencies
on trade

The second branch of the literature focuses on the influence of government institutions,
such as embassies and consulates, overseas offices and trade promotion agencies on

bilateral trade.

Bernard and Jensen (2004) use a sample of 13,550 US manufacturing firms from 1984 to
1992 and do not find any evidence for the higher average state expenditures per firm on
export promotion activities enable to increase its probability to become an exporter. Most
researches provide evidences that government institutes and trade promotion agencies are

successful in promoting trade.

Among the early attempts to examine the relationship between diplomatic institutions and
trade, Rose (2007) investigates whether embassies, consulates and foreign services are
able to increase exports. He links exports form 22 large economies to 200 destination
countries and uses the annual averaged data between 2002 and 2003. Applying a standard
gravity model, he accounts for reverse causality by using instruments to represent the
importance of importer countries with the desirability of living there as a Foreign Service
officer. He finds that foreign missions presence is positively associated with the bilateral
trade performance. He also finds that a larger number of consulates in a country are
associated with a higher volume of exports into that country although the marginal benefit
of an additional consulate declines with the existing number of consulates and the effect

is smaller than that of the first embassy built in a partner country.

The implementation of trade promotion agencies is one of the favourite policy measures

used by governments to promote exports. Unlike their predecessors in the 1960s and

12



1970s, which made heavy use of direct fiscal and credit instruments, current agencies

emphasize support to companies for overcoming information barriers.

In a study of the role of regional foreign missions on the trade performance for Spanish
regions, Gil et al. (2008) compare the impact of regional trade agencies and national
embassies and consulates. They use data of 17 Spanish regions’ exports to 188 countries
over the period between 1995 and 2003 and find that regional trade promotion agencies
significantly increase regional trade and the effect of those regional agencies is stronger
than that of national embassies and consulates. Gil-Pareja et al. (2015) revisit this topic
and expand the time period to 1995-2011 but focus on the effect of Export Promotion
Offices (EPOs) on Spanish exports transactions. After decomposing export value into
number of exported products, number of transactions per product and average value per
transaction, they find EPOs facilitate Spanish exports mainly on increase the number of

exported products and the average value per transaction.

Spence (2003) evaluates the relationship between export promotion programs and UK
export performance. He finds trade missions help domestic firms to have more chances
to communicate with potential business partners. Francis and Collins-Dodd (2004) clarify
the channels through which export promotion programs increase exporters’ competence
using the survey data of Canadian high-tech SMEs. They find that exporters who attend
the promotion programmes more frequently are able to achieve better export performance.
Wilkinson and Brouthers (2000) finds the relationship between export promotion
activities sponsored by the US state governments and SMEs’ international marketing

performance. Incorporating the firms’ internal resources into the regression, they find

13



trade missions and trade shows significantly improve SMEs’ export performance by

exploring potential foreign agents and distributors.

Martincus (2010) argues most Latin American and Caribbean countries establish new
foreign trade ministry and create new export promotion organizations to conquer the
imperfect information problem of international trade. Martincus and Carballo (2008)
focus on investigating export promotion agencies’ impact in Peru. They apply difference-
in-difference, system GMM and matching difference-in-difference methodologies and
find that assistance from the export promotion agencies in Peru helps Peruvian firms to
expand exports at the extensive margin, which includes both the number of destination
countries and the number of exported products. However, at the intensive margin, there
is no evidence that the firms that have received the assistance of the export promotion
agency were able to increase exports compared to a matched control group. Two years
later, Martincus and Carballo (2010) examine another developing country, Uruguay, and
focus on exploring new destination countries or increasing the variety of exported
products once the exporters receive the assistance of the export promotion organization.
Using Uruguay firm level data over the period of 2000 to 2007, they find that promotion
agencies help firms increase the probability of exporting a new category of products and
to trade with a new destination country. Lederman et al. (2010) also evaluate the
performances of country’s promotion institutions. Using their own survey results for more
than 100 developing and developed economies, they find that more than 60% of the
Export Promotion Agencies (EPAs) are public funded and government motivated, the
average budget rate is around 0.11% of total value of exported goods and services. Latin
America and the Caribbean (LAC) with budget accounting for 0.17% of exports is the top

ranked region followed by Eastern Europe, Asia and Middle East and North Africa, Sub-
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Saharan Africa and the OECD. After conquering the selection and reverse causality biases
with instruments of the age of EPA and the number of years until the next government
election as well as their squared terms, the point estimates indicate a 10% increase in EPA
budgets leads to a 0.6-1.0% increase in exports although with strong diminishing returns
to scale for EPA budgets. They also find EPAs are more effective to aid SMEs and
heterogeneous goods firms. Cassey (2014) uses a different approach assuming all the US
overseas offices operation satisfy the rule that the benefits to operating overseas office in
a partner country is offset against the cost of running it. Assuming exogenous exports, she
uses a logit regression to estimate the impact of exports on the log odds ratio of the
existence of US state overseas office. The conclusion is that the benefits of US states to
operate an overseas office range between 400,000 to 1,000,000 US dollars and the
worthwhile threshold exports level for a state to manage an overseas office is around
US$850 million. Van Biesebroeck et al. (2016) investigate whether export promotion
services could help Belgian and Peruvian firms overcome the 2008-2009 economic crisis
using firm level data. Their findings confirm that export promotion services are
supportive at the extensive margin and Belgian and Peruvian funded firms have 6% and

11% higher probability to survive in the foreign market respectively.

Considering heterogeneous characters of exporters when evaluating the effect of trade
promotion and facilitation measures is one of the focuses in recent literature. Fontagné et
al. (2016) examine the heterogeneous effects of trade facilitation measures on French
firms’ performances with newly released Trade Facilitation Indicators (TFIs) by OECD.
They find various trade facilitations appear to exert different impacts on exporters across
firm sizes. Information availability and clear rules and appeal procedures promote small

and medium size exporters in both intensive and extensive margins. While large firms are
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helped to expand their exports to new destinations with simplified documents and better
border cooperation. Olarreaga et al. (2016) use a semi-paramedic models with unbalanced
panel data of three waves survey data of European and non-European countries’ EPAs
and find strong positive effects of EPAs on exports. According to their results, firms with
the following characters benefit most from EPAs’ services: new exporter versus
occasional or experienced exporters, medium size instead of small or large size firms,

larger share of private sector in board.

Why may the presence of trade promotion organizations matter for a country’s
international trade? Rauch (1999) proposes a network view of international trade in
differentiated goods and finds that language and colonial effects and transportability-
adjusted distance effects are more significant for differentiated goods than homogeneous
goods. He also claims that search cost is higher for differentiated goods, which is
explained by network effects driven by the presence of immigrant and ethnic groups
between trade partners. The role of ethnic networks is also examined by Gould (1994)
who uses U.S. data to examine the link between immigrants and bilateral trade. Head and
Ries (1998) investigate a similar topic using Canadian data. Both studies conclude a
statistically significantly positive effect of ethnic networks on trade. Finally, Rauch and
Trindade (2002) find that China business and social networks are significantly associated
with a higher level of bilateral trade between the host country and the home country
especially when there are a large number of immigrants in the host country, such as in
Southeast Asia. They also find that the smallest estimate is 0.6 which indicates about 60
percent increase of bilateral trade credited to immigration. Reasons given are the

enforcement of community sanctions and the ability to match buyers and sellers.
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2.1.3 The links between political relations and bilateral trade

A significant body of researches both in economics and political science has attempted to
find a causal link between political relations and bilateral trade or FDI. Previous military
conflicts and colony history are common control variables that are included in traditional
gravity equation models suggesting that political relations are important determinants of
bilateral trade. Good relations are assumed to help build prosperous business
environments, reduce information costs and hence lead to more intensive and extensive
economic interactions, such as bilateral trade and cross border investment. At the same
time, rational trade participants will curtail business transactions to reduce risk in

response to potential conflict between two countries.

The impact of economic diplomacy on international trade and FDI has been summarized
using a Meta-analysis by Moons and Bergeijk (2016). They find that economic diplomacy
routes include but are not limited to diplomatic relations, embassies and consulates,
export promotion agencies, investment promote agencies, foreign export promotion
offices, trade missions and state visits. All of these possible promotion facilities are found
generally to have a positive and significant impact on trade and investment, except for

state visits.

Nitsch (2007) analyses the impact of official visits by heads of State or other high level
trade officers on bilateral trade using data of France, Germany and the US between 1948
and 2003. Employing the standard gravity approach, he finds that one visit by a head of
state to another country could increase exports by 8 to 10 %. However, the results are

sensitive to the type of visits and the estimates for imports are less statistically significant.
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Bove et al. (2014) look at the effect of US security provision scheme (the quantity of
troops deployed by the US and the amount of military aid by the US) on the share of
recipient countries exports to or imports from US relative to the other countries. Using a
sequential game approach, they find the evidence to support their predictions as a 10
percent increase in military assistance from the US leads to an 0.5 to 1.6 percentage points
increase of trade flow between the US and host countries. Except for official inter-
government activities and actions, the public’s positive or negative evaluation for a nation
defined as soft power of that nation also affects international trade. Rose (2016) using
British Broadcasting Corporation (BBC) annual survey data finds exporters receive
significant positive return if they are viewed to maintain stronger soft power. Du et al.
(2014) argue that low-frequency data (annual and quarterly data) introduce an aggregate
bias, usually upwardly bias when examining the impact of political shocks on bilateral
trade. Using a VAR model and monthly data of 6 major developed countries’ exports to
China from 1990 to 2012, the authors find that the political relations index (PRI) is short

lived as exports to China initially increase before falling back to the original.

Fuchs and Klann (2013) find the international trade with China significantly reduced as
a result of its high political level leaders’ receiving the Dalai Lama. However, this
negative impact is limited to the industries of machinery and transport equipment and
only lasts for one year. Che et al. (2015) find the 1937-1945 Sino-Japan conflict still exerts

a negative effect on contemporary trade and investment between China and Japan.

2.2 Trade diversion policy

Except for trade creation, trade diversion is another important aspect associated with trade

promotion arrangements such as regional trade agreements (RTAs) and trade unions.
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Panagariya (2000) points out the welfare effects of RTAs depending on the trade creation
and trade diversion can only be estimated by empirical studies. Ex post and Ex ante are
the two common approaches in the empirical studies: the former needs to compare trade
flows with and without the formation of trade facilities in the assumed counterfactual
context; the latter makes use of historical trade patterns to estimate the elasticities prior
the trade facility and then to calculate its impact (Magee, 2008). Clausing (2001) argues
that the Ex ante Computable general equilibrium (CGE) studies results are very sensitive

to the assumptions, parameters and data used in the model.

After controlling for the unobserved country pair attributes, time-variant country
characters and external shocks with a group of fixed effects, Magee (2008) finds a positive
and significant impact of RTA, which occurred between 133 countries over the period of
1980 to 1998, on trade after 5 years since they had been implemented and lasts for up to

11 years.

Since the implementation of North American Free Trade Agreement (NAFTA), its effect
of trade creation and trade diversion has been explored by a great deal of researches. As
US exports to Mexico increased significantly and keeps the same share of US trade with
Canada, some studies argue that NAFTA was more trade-creating rather than trade-
diverting and trade diversion effect of NAFTA was negligible (Gould, 1998, Krueger,
1999, James and Umemoto, 2000) (James, 2006). Also there are some scholars did find
evidences of trade diversion of NAFTA, especially for the section of textiles and apparel

when disaggregated trade data were employed (Romalis, 2007, Fukao et al., 2003).
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2.3  The economic interactions between China and Africa,
China and OECD

2.3.1 China and Africa

A significant strand of the literature is focused on the consequences of the economic
activities of China on Africa development in either complementary or competitive way.
On one hand, the expanding trade, investment and aid between China and Africa exert a
positive shock to African economies. At the same time, the huge demand by China pushes
up the international prices of resources which also benefits the resource-rich economies
of Africa. On the other hand, as China’s low price products, mainly the medium and low
technology products, have already dominated markets in both African and in third

markets, the displacement effect may crowd out African manufacturing.

Some researches provide evidences for the argument that African countries are able to

benefit from the economic activities with China. Baliamoune - Lutz (2011) using

Arellano-Bond GMM on panel trade data of African countries from 1995 to 2008
conclude the degree of export concentration for African countries is positively related
with the higher the growth of export towards China. Moreover, the import share from
China is positively associated with the economic growth of African countries. He (2013)
examines the impact of importing from China, US and France on sub-Saharan Africa
(SSA) exports performance and finds that imports from China have robust positive effect
over manufacturing sectors and mostly insignificant estimates of SSA’s imports from US
and France. The author explains this phenomenon as the South-South trade is more

advantageous compared to South-North trade in terms of technology spillovers.
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More empirical evidences are found on the competition effect of trade between Africa
and China. Using GMM methodology with disaggregated data, Giovannetti and
Sanfilippo (2009) confirm a strong competition from China’s exports exerted on African
exports, especially in the sectors of textile and clothing, machinery and equipment and
manufactures of chemicals. Similar conclusion are found by Kaplinsky and Morris (2008)
that competition from Asian countries, including China, is considerable in both African
domestic markets and third markets. Elu and Price (2010) find that the total factor
productivities (TFP) of firms from Ghana, Kenya, Nigeria, South Africa and Tanzania
have no relationship with trade openness with China indicating weak technology spill
over between Chinese firms and local African firms. Busse et al. (2016) are the first to
examine the impact of three economic channels: international trade, cross border
investment and foreign aid simultaneously on African countries’ Gross Domestic Product
(GDP) growth. They find imports from China have negative and significant impact on
African countries’ economic growth rate which is explained by the displacement effects
of Chinese manufacturers in the global market. The insignificant impact of foreign direct
investment including China OFDI to African countries indicates the insufficient
infrastructure and relevant environment may deter the further development of the
continent. In terms of foreign aid, even though no significant estimate of Chinese aid is
found, the authors argue it is still a good alternative for western aids and may need more

time to come into effect.

Limited rigorous examinations are taken to analyse which factors drive China’s
engagement in Africa. Using the gravity model Johnston et al. (2015) find that trade
policy distance significantly decrease with those countries who recognize China’s market

economy status. They also find China universally under-imports from resource-poor
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African states but do not always over-import from resource-rich ones. One of the FTAs
under negotiation is between China and African countries. The impact of this prospective
FTA is examined on trade expansion and development of SACU member countries,
namely Botswana, Lesotho, Namibia, South Africa and Swaziland. The liberalization of
China’s imports from SACU, however, has no significant impact on increasing the SACU
exports. Even South Africa who maintains absolute dominance in trade scale and
diversification among the SACU members will suffer from trade diversion and welfare
reduction facing the duty free entry of Chinese products (Munemo, 2013). Chemingui
and Bchir (2010) investigate how trade develops between China and Africa under the
baseline assumed scenario that no trade agreements are expected to be signed in the Doha
Round. The linear estimates show that China is the biggest winner in the Doha Round as

its exports well penetrate the markets of African countries as well as the third countries.

2.3.2 China and OECD

Deng Xiaoping 1978 “Opening up” policy not only endowed China an unprecedented
instruction on economy and society development but also provided OECD countries an
opportunity to invest and trade with China. Not just as a witness, OECD countries are
actively involved in and extensively interact with China’s development. Hellvin (1996)
illustrates that China is on its way to improve productivity as the trade pattern between
OECD and China is no longer just for the exchange of products which are not produced
domestically, a steadily increased intra-industry trade occurs between China and OECD
economies even though the trade pattern still follows vertical intra-industry nature that
China exports labour intensive varieties and imports higher quality varieties within the
same industry. The author also argues the protective import tariff, applied at the time, is

one of the obstacles for China’s international trade development. After 30 years’
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development, even though China becomes an emerging force in the world economy, there
are still significant gaps between China and the OECD in terms of GDP per capita. Using
“Going for Growth” framework which is initially designed for OECD countries and
specifically adjusted for the characteristic of “BIICS” countries, namely Brazil, India,
Indonesia, China and South Africa, Conway et al. (2010) propose several common
policies for BIICS countries’ long term development: reinforcing the human capital by
improving education and R&D investment; transferring from informal employment to
formal employment; more efficient use of property rights particularly the use rural land;
deepening financial markets and enforcing relevant regulation and improving the quality

of health and environment.

The recent literature focuses on the consequences of Chinese economy development and
moving up the global value chain. Pain et al. (2006) find that the decline of the rate of
inflation in OECD countries is associated with the process of globalisation and enhanced
trade relations between OECD and non-OECD economies, during 1995-2005. The
reasons of reduced inflation, they argue, are the growing share of domestic demand for
imports from low-cost countries and depressing OECD domestic producers’ mark-up
levels coming from the competition from low cost imports even though the global market
face increasing commodities prices due to emerging non-OECD economies, especially
China. Greene et al. (2006) point out that China’s substantial role in the “triangular” trade
as assembly platform. The intermediates mostly importing from Asian OECD countries,
China devotes the added value of intensive labour and then exports to North America and
Europe. They also use the Foreign Direct Investment and Trade Analysis Project (FTAP)
model, a general equilibrium model, to simulate scenarios of goods and services

liberalisation. While the authors claim that the estimates may be downward biased as the
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model has not incorporated dynamic effects, they still find a net positive impact on
China’s welfare improvement and generally limited but heterogeneous impact among
OECD countries. Korea is the top winner in China fully liberal tariff scenario with about
0.57% increase of per capita welfare, followed by Japan, New Zealand and United States,
while Australia, Canada and Mexico suffer losses mainly due to trade terms losses and

foreign debt positions.

An existing power in East Asia due to its remarkable economic development and
extensive diplomacy activities, China aims to have even greater influence worldwide in
future decades and to challenge the US’s dominant position. “The road to the East runs
through the West”, this motto reflects that Western countries tend to encourage China’s
integration into the existing international system and institutions and to play a growing

economic and political role in the global market (Ikenberry, 2008).

2.4  FDI development mechanism and gravity model
applied to FDI studies

Among the early theoretical studies of FDI, the five stages development theory of
Dunning (1982) provides a good explanation of a country’s FDI development. At first, a
country lacks skilled labor and adequate infrastructure and has nearly zero outward FDI
flows. Inward FDI dominates in cross-border capital flows. In the second stage, outward
FDI emerges but its scale is rather small compared to that of inward FDI. With the
development of the country’s economy, outward FDI increases in the third stage, a large
amount of inward FDI leads to high production capacity and high income for labor. Then
outward FDI surpasses the inward FDI in the fourth stage as firms try to seek lower labour

costs for labour-intensive products. Finally, in the fifth stage, outward FDI and inward
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FDI reach an equilibrium state. The net investment flows are closely related to the
development of the country. Recently, Dunning et al. (2001) develop the investment

development path (IDP) theory by interfacing with the trade development path (TDP).

More recently, general equilibrium theoretical models have been proposed to explain
multinational enterprises’ trade and investment decisions. By differentiating horizontal
multinationals, vertical multinationals and national firms, Carr et al. (2001) find their
knowledge-capital model provide a good explanation of Multinational enterprises’
(MNESs) FDI decision. Based on knowledge-capital model, Bergstrand and Egger (2007)
propose a knowledge and physical capital model by introducing physical capital as a third
factor and also conclude the patterns of trade and foreign affiliates’ sales. They also
improve the theory of MNEs’ FDI, trade and foreign affiliates’ sales determination pattern.
Head and Ries (2008) provide a theoretical foundation to the major form of FDI, cross-
border mergers and acquisitions. Their model fits well with empirical results of the OECD

countries’ inward and outward FDI world shares.

The gravity model has been extensively applied to international trade studies since it was
first proposed by Tinbergen in 1962. A large number of empirical studies find the gravity
equation also fits well with FDI flows. Kleinert and Toubal (2010) derive three models to
explain different types of foreign direct investment and find that the horizontal FDI model
is supported by the empirical results. They make three assumptions: domestic
intermediate goods taking part in multinational affiliate production, heterogeneous firms’

characteristics and increasing fixed costs with distance.

The gravity model can also be applied to the trade investment flow ratio. By using pooled

data of 85 pairs of bilateral trade and FDI over 10 years, Gopinath and Echeverria (2004)
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find physical distance becomes negative which indicates a switch from exports to outward
investment production with greater physical distance. The same interpretation rule applies
to the positive coefficient on GDP per capita, the positive coefficient on institutional
quality indicator and the negative coefficient on regional trade agreements (RTA) dummy.
Based on the models of Kleinert and Toubal (2010) and Wagle (2011) framework,
Paniagua (2011) examines two different datasets and finds the PPML is the preferred

estimation technique for Greenfield FDI estimation.

Asiedu and Lien (2011) find that democracy deters inward FDI in host countries with a
higher natural resource exporting rate, and democracy promotes inward FDI in host
countries with a lower resource exporting rate. Bellos and Subasat (2012) test the
corruption level of transitional countries and inward FDI using a gravity model. They find

that corruption does not necessarily exert a significant negative impact on inward FDI.

A large number of studies focus on the causal relationship between the growth of inward
FDI and China domestic firms’ productivity and export performance. For example, Zhang
and Song (2002) and Sun (2012) provide province level and firm level evidence
respectively to support the argument that Chinse domestic firms increase exports as a
response to a positive productivity spillover from foreign firms through inward FDI. By
differentiating sources of foreign investors: namely Hong Kong, Macao and Taiwan
(HMT) and other investors (Non-HMT), Lin et al. (2009) find strong evidence of a
positive forward productivity spillover from all kind of FDI, positive backward spillover
only from Non-HMT investors and negative horizontal spillover from HMT firms while
positive horizontal spillover from Non-HMT firms. Also Ran et al. (2007) argue that

inward FDI is not always good across different regions and different industries. Eastern
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coastal regions appear to mainly benefit from inward FDI while western regions seem to

suffer negative impact from inward FDI.

Fan et al. (2009) verify that China is unexceptionally favoured by foreign investors with
its inadequate institutions and government capabilities by examining panel data of 61
countries over 1961 to 2003. They suggest sound government track record and high
institutional quality are important determinates of inward FDI. According to gravity
model results of Gao (2003) , to overcome the informal barriers of inward FDI, ethnic
networks help to attract more FDI to China from those source countries with larger

population share of ethnic Chinese.

More recently, an increasing number of studies start to examine China outward FDI
(Dunning and Lundan, 2008, Wei and Alon, 2010, Amighini et al., 2013). Determinants
of China outward FDI at different levels are broadly classified into host country
characteristics including financial services, institution adequacy, natural resources,
transportation, political stability, innovation ability, industry agglomeration and so on;
macroeconomic factors including the interest rate, exchange rate, foreign reserves and so
on. However, the significance of determinants varies due to different ownership types of
the Chinese enterprises: namely state owned enterprises and private enterprises. Market-
seeking is usually found in manufacturing sectors and mostly in developed host countries,
strategy asset-seeking motivation is significant in both manufacturing and service sectors,
no evidence is found for resource-seeking in African and oil-exporting countries(Cheung

and Qian, 2009, Amighini et al., 2012).

In summary, considerable efforts have been spent trying to estimate the effect of

promotion policies and related activities on international trade and foreign direct
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investment. However, there is still a lack of consensus on the impact of diplomatic visits
on trade and FDI. In the following chapters, we are going to examine the effect of
diplomatic visits to and from China on China’s international trade and FDI. As diplomatic
visits are found to be based on the principle of reciprocity, enhanced bilateral political

and economic links should encourage international trade and FDI in two directions.
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3 Descriptive evidence and data summary

Start with the introduction of data sources of the international trade, FDI, diplomatic visits
and key gravity equation variables, the solutions on how to deal with missing records,
zeros and negative value of trade and FDI data are also provided in section 3.1. Section
3.2 presents the descriptive statistics of international trade and diplomatic visits between
China with 180 countries and regions. Sections 3.3 gives the descriptive evidences of
China’s trade and diplomatic visits between China and Africa. In section 3.4, international
trade, FDI and diplomatic visits between China and OECD countries are discussed

respectively.

3.1 Data Source

3.1.1 International trade data

To explore the impact of diplomatic visits on China’s trade, we construct a large balanced
panel exports and imports of 181 countries and regions over 11 years from 2002 to 2012.
The total trade used in this study accounted for 98% of world international trade in 2012.
The trade data is collected from the United Nations Commodity Trade Statistics Database
(UN COMTRADE Database). The UN COMTRADE Database is the most
comprehensive and widely-used international trade database and contains detailed
information on the exports, imports, re-exports and re-imports statistics reported by the

statistical authorities of almost 200 countries and regions.

Note that the data varies significantly across the reporter countries and regions in terms
of frequency and level of details. For developing countries, it is a challenge for their

statistics division to regularly report consistent and comparable data over time and across
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partner countries based on international standards and guidelines. It is possible therefore
that the trade data will contain a large proportion of zeros and missing records even at the
country level aggregate data. There are an even larger proportion of zeros and missing
records at the disaggregate level (e.g. section level and product level). For the country
level world sample (181 countries balanced panel data), the bilateral trade data contain
very few zeros (less than 10 observations) but a considerable number of missing data
(about 50% of all observations) for both exports and imports. Due to the heterogeneity of
partner countries, we further investigate the impact of diplomatic visits on country level

trade with two subsamples: African countries and the OECD countries.

The African export balanced panel data contains no zero records but 12,566 out of 23,782
(52.8% of total observations) missing values. For import data we observe no zero record
but 11,198 (47.1% of total observations) missing records. The WTO’s chief statistician
Hubert Escaith (2011) has carried out an assessment on trade data availability of African
countries which comprise two thirds of least developed countries (LDCs) during the
period 2000 to 2011." He finds 40 out of 48 LDCs have reported detailed trade data to
UN COMTRADE database for at least one year and one trade flow. However, only 6
countries have reported the complete series for the entire period, 7 countries updated their
data to 2010, 15 countries data are available up to 2005 and only 25 out of 31 countries
reported complete data between 2002-2005. This explains why there is such a large
proportion of missing records of developing economies’ trade data. As the value of trade
in the UN COMTRADE database is reported in U.S. dollars not millions or billions of

U.S. dollars, missing values are not due to rounding or declaration thresholds.

! https://www.wto.org/english/res_e/statis_e/its2011_e/its_understand_its_e.pdf

30



Developed economies including OECD countries tend to have mature statistics reporting
systems and hence the quality and completeness of trade statistics are better than the
world average quality. The balanced country level panel data composed of China and
OECD countries contains no zero records and only 2 missing export records, no zero

records and only 3 missing import data records from 2002 to 2012.*

The OECD sample section level trade data, used in chapter 7, are also heterogeneous
across 21 sections of the HS 2002 classification. A description of each section is listed in
appendix Table A1. The completeness across 21 sections is similar for export and import
data. The most complete sections include section 16 (machinery and mechanical
appliance, electrical equipment, etc.), section 18 (optical, photographic, cinematographic,
measuring, checking, precision, medical or surgical instruments and apparatus, etc.),
section 7 (plastics and rubber articles thereof) and section 11 (products of the chemical or
allied industries). In contrast, section 19 (Arms and ammunition), section 3 (Animal or
vegetable fats and oils and their cleavage products) and section 21 (works of art, collectors’
pieces and antiques) are the least complete. For the section level study, we first convert
HS2002 data to HS1996 data to enable us to include the lags of the dependent variables

in the analysis.

In chapter 7, we also reclassify our data using the Rauch classification and OECD
manufacturing technology classification. The Rauch Classification is based on Standard

International Trade Classification (SITC) version 2 data, which are also collected from

* In our empirical investigation, the OECD sample consists of 30 member countries. Until 2012
Organization for Economic Co-operation and Development member countries are Australia, Austria,
Belgium, Canada, Chile, the Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece,
Hungary, Iceland, Ireland, Israel, Italy, Japan, Korea, Luxembourg, Mexico, the Netherlands, New
Zealand, Norway, Poland, Portugal, the Slovak Republic, Slovenia, Spain, Sweden, Switzerland, Turkey,
the United Kingdom and the United States. Chile obtained the membership of OECD on 7 May 2010,
Estonia on 9 December 2010, Israel on 7 September and Slovenia on 21 July 2010.
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UN COMTRADE database. All the SITC 4-digit commodities are categorised as
homogeneous, reference priced and differentiated goods according to conservative or
liberal criteria. Commodities that traded on an organized exchange are typically cited as
homogeneous products, such as wheat and steel. Not traded on exchange but maintaining
a reference price, the quality of these goods may vary slightly by the supplier and source
country but are essentially much more homogeneous than the differentiated goods.
Differentiated goods hold various attributes and satisfy the consumers’ preference to
variety. Compared to other production differentiation extent classification (Kugler and
Verhoogen, 2012), we make use of Rauch classification as it is quite comprehensive

coding system and widely recognized and applied.

First proposed by Hatzichronoglou (1997), all manufacturing products of the
International Standard Industrial Classification (ISIC) version 3 are categorised into four
classes: high-tech, medium-high, medium-low and low technology based on the direct
R&D intensity of the final goods, the intermediate goods and investment goods. This
classification then has been updated by Pilat (2003) to ISIC Rev. 3 which first published
in Science, Technology and Industry Scoreboard 2001 edition. OECD new version
classification of the four categories are the same according to the direct R&D intensity
only or both direct and indirect R&D intensities. Note that this technology classification
is based on all the OECD countries not a particular country and only provides guidelines
for the manufacturing industries technology intensity. This technology classification is a

relative technology intensity ranking classification.

According to the technology intensity classification of the OECD economic analysis and

statistics division, aircraft and spacecraft, pharmaceuticals, computing machinery etc. are
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coded as high-technology industries; electrical machinery and apparatus, motor vehicles
and trailers, machinery and equipment etc. are classified into medium-high technology
industries; medium-low technology industries include ships and boats building, rubber
and plastic products, refined petroleum and other fuel products; the industries with lowest
technology intensity are the textiles, food and beverages, wood, pulp and paper products

etc.

The conversion tables between HS1996 and ISIC version 3 and HS 2002 and ISIC
version 3 are used to convert 1999-2001 data of HS1996 into ISIC version 3 and 2002-

2012 data of HS2002 into ISIC version 3.3

3.1.2 Zeros and missing records of trade data

In this study, we employ two methods to deal with the large proportion of zeros and
missing records of trade leading to bias of estimates. One solution is to make use of PPML
estimates as our preferred estimates which are supported by the evidences from Santos
Silva and Tenreyro (2006). Another solution is to use mirror data to fill in the missing

information of reported data.

Mirror data is the data reported by partner countries when countries do not report their
trade statistics to UN COMTRADE. The mirror data used in this study come from the
Trade Map Database. Trade Map annual data is mainly based on UN COMTRADE
database and complemented by national sources when the information is not available in
UN COMTRADE, such as Eurostat, World Trade Atlas, United States International Trade

Commission, Integrated Trade Intelligence Portal, FAO Stat and World Bank WITS.

? OECD Directorate for Science, Technology and Industry, ISIC Rev.3 Technology Intensity Definition,
https://www.oecd.org/sti/ind/48350231.pdf.
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Therefore, the mirror data usually contains more observation than reported trade data
which resolves the issue of too many zeros and missing observation of the reported data.
The mirror data have better coverage than reported data especially for African trade
statistics. In this study, compared to missing records accounting for 52.8% of total
observations for exports and 47.1% of total observations for imports for the reported data,
African mirror export data contains 5,198 zeros (21.9% of total observations) and 5,200
missing records (21.9% of total observations). * Mirror import data have 6,326 (26.6% of
total observations) zeros and 5,200 (21.9% of total observations) missing records. The
estimates reliability will increase as a result of more complete trade data and the PPML

approach is able to naturally incorporates zero records in the regression.

In an ideal international trade context, country A’s reported imports from country B would
match with country B reported exports to country A. This would make mirror data
transparent and error-free. However, export statistics rarely match the import statistics of
partner countries. The main reasons are identified as imports recorded as the cost of
insurance and freight (CIF) while exports as free on board (FOB), trade systems and time
lags of trade recording across the global market and whether re-exports or transit been
taken into account.” Hence, mirror data is an improvement than no data but it still has
some limitations. Mirror data also contains missing records as trade between LDCs are

not reflected. The UN COMTRADE User Guide recommends that it is better to use the

* African sample in this study contains 46 major African countries which represents more than 98% trade
value of the whole continent, they are Burundi, Benin, Burkina Faso, Botswana, Central African Rep.,
Cote d'Ivoire, Cameroon, Congo, Comoros, Cape Verde, Djibouti, Algeria, Egypt, Eritrea, Ethiopia,
Gabon, Ghana, Guinea, Gambia, Guinea-Bissau, Kenya, Libyan Arab Jamahiriya, Lesotho, Morocco,
Madagascar, Mali, Mozambique, Mauritania, Mauritius, Malawi, Namibia, Niger, Nigeria, Rwanda,
Senegal, Sierra Leone, Sao Tome and Principe, Swaziland, Seychelles, Togo, Tunisia, Tanzania, United
Rep. of , Uganda, South Africa, Zambia and Zimbabwe.

> United Nations International Trade Statistics Knowledgebase, Bilateral asymmetries clarification:
http://unstats.un.org/unsd/tradekb/Knowledgebase/50657/Bilateral-asymmetries
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data reported by the countries whose statistics are believed to be more accurate and to
keep using the same reporter for the full period. We believe it is more accurate to keep all
trade flows based on the same system than to use hybrid data because mixing data from
different measurement systems may lead to biased estimates. Therefore, in the following
chapters, we use pure UN COMTRADE reported data to get our baseline results and use

pure Trade Map mirror data estimator as a robustness check.

3.1.3 FDI data

Unlike international trade from well-recognized data sources, several measures of foreign
direct investment are used in empirical studies: FDI stock, FDI flows, foreign affiliate
sales (FSA) and Mergers and Acquisitions (M&A) value. According to UNCTAD, FDI is
defined as an investment made to acquire lasting interest in enterprises operating outside
of the economy of the investor. ® FDI outward stock is the accumulated value of
investment of the home country held in the host country. FDI outflow is the amount of
direct investment from home country to host country over a period of time (usually within
one year). MNEs’ affiliate sales are the value of goods and services sold. For financial
firms, the MNEs’ affiliate sales also include investment income (Wacker, 2013). Mergers
and Acquisitions are the transactions through which ownership of companies or assets are
transferred. Foreign Affiliate Sales data which reflects the real activity of MNEs and is
immune from international finances shocks is regarded as the most appropriate for FDI
measure (Wacker, 2013). Due to data availability, we are not able to access FSA data.
Thomsen’s SDC Platinum database provides worldwide cross-border mergers and

acquisitions (M&A) records over one million USD. However, M&A is only one type of

¢ Definition of FDI is contained in the Balance of Payments Manual: Fifth Edition (BPM5) (Washington,
D.C., International Monetary Fund, 1993)
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MNEs activities and does not reflect all types of cross-border capital flows. In addition,

there is also a large number of zero records in this M&A dataset.

The most comprehensive FDI database is from the OECD which provides bilateral FDI
stock data and bilateral FDI flow data. Therefore, we take both static and dynamic
examination on OECD countries’ foreign direct investment to China by using stock and
flow data respectively.” However, the OECD FDI database only covers the FDI
transactions of OECD member countries being the reporter country, which means it does
not provide China’s outward FDI records to OECD countries. In order to generate a
balanced panel data, we collect China’s outward FDI data from the United Nations
Conference on Trade and Development (UNCTAD) database which is reported by
Ministry of Commerce of the People’s Republic of China (MOFCOM). As both OECD
and UNCTAD database compile FDI statistics based on the official national and
international sources, FDI statistics for one particular country do match from these two

data sources.

Both FDI stock and FDI flows are employed in this study, which enable us to investigate
the impact of diplomatic visits on static and dynamic change of OECD countries’ FDI to
China. We choose FDI stock estimates for our baseline regression for two reasons: first
and foremost, FDI stock is highly correlated with MNESs’ operational measures such as
sales data which is an appropriate proxy for the activities of multinational corporations.
Second, the majority of theoretical models for FDI are based on static productivity
analysis of MNESs. Finally, FDI stock data are far more stable than FDI flow data with

fewer negative values and missing records. We treat those negative values as missing

7 The relationship of FDI stock data and FDI flow data is: this period FDI stock= last period FDI stock +
this period FDI flow + change of price + change of exchange rate + other changes.

36



records and drop those observations as both log-linear and PPML approaches are not able
to analyse negative values of dependent variable. OECD reported outward FDI to China
is our benchmark estimate and robustness checks use alternative measures of China’s
inward FDI stock and flow from OECD countries reported by China’s Ministry of

Commerce.

3.1.4 Diplomatic visits data

Diplomatic visits are defined as the visits made by the head of state or members of the
government to another nation, at the invitation of that nation. Normally diplomatic visits
can be classified as state visits, official visits, working visits and unofficial visits (private

visits, stopover visits, highly confidential visits and transit visits).

It is a long tradition that politicians pay diplomatic visits to other countries to build and
develop bilateral and multilateral relations. Even though there already exists a
considerable network of embassies, consulates and promotion agencies, face to face talks
between leaders are usually considered as productive and effective. The items of talks
may vary among the national security, political disputes, economic cooperation, culture
exchange, environment protection and so on. State leaders are often accompanied by
government officers and even business delegations. During these visits, bilateral
economic activities are organised and intergovernmental cooperation documents and
commercial agreements are signed. One of the main objectives of the diplomatic visits is

to develop and shape international trade.

It is a complicated task to collect complete and precise information on diplomatic visits
from and to China. The Chinese government has established diplomatic relations with

more than 170 countries and regions. State leaders, ministers and government officers
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travel frequently and extensively for a variety of diplomatic motives. As an emerging
power, China’s foreign policies and economic strategies exhibit an international influence
and is often highlighted by the global media. However, not all visits are made publicly or
reported by the media. In this study, the diplomatic visits only include state visits, official
visits and working visits made by high profile leaders’. To be specific, we include Chinese
president, premier, vice president and vice premier and ministers’ overseas visits and
foreign state and government leaders and ministers’ visits to China. The two main official
data sources are China Foreign Affairs Yearbook and the website of the Ministry of

Foreign Affairs of the People’s Republic of China “Diplomatic Agenda” section.®

Among these official visits, most of them are politically oriented and only a few are
economic related. The economic related visits are defined as those visits that are related
to the economy, trade, investment and commercial cooperation. The economic related
visits is the subsample of general diplomatic visits and include those state leaders’ visits
accompanied by the ministers of commerce, finance and economy and the visits made by
the ministers themselves. In practice, we collect the data on economic related visits during
which the two sides’ leaders mentioned economic development or bilateral cooperation.
To collect the economic related diplomatic visits, we use Nexis UK as our complementary
database. Nexis UK is a newspaper and news services database which contains the text
of newspapers across the world as well as UK national and local newspapers. The
database contains searchable Chinese state leaders and ministers’ overseas visits and

foreign leaders’ visits to China.

¥ http://'www.fmpre.gov.cn/mfa_eng/wjdt_665385/wsrc_665395/.
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Based on the visiting leader’s political influence, we divide Chinese leaders’ outward
visits and foreign leaders’ inward visits into two levels. Chinese first level visits which
only include president and premier visits. Chinese second level visits include vice
president and vice premier visits and all ministers’ visits. Similarly, the foreign leader
visits are also divided into foreign first level visits, which comprise the visits made by the
state and government leaders such as president, prime minister, chancellor, chairman,
King and royal family member. Except for all ministers’ visits, foreign second level visits
involve the vice president, vice chairman, deputy premier and so on. Thus, we are able to
examine the influence of different level leaders’ visits on China’s international trade and

FDI.

For each visit, we compile the information on visited or visiting country, the visitor’s
name, official position, visiting date, main purpose, and the information of entourage
delegation members. Trade promotion visits and investment promotion visits are
particularly relevant in our study. However, this kind of visit is rare in our dataset and the
information on the number of participating entrepreneurs and value of signed business
contracts is incomplete or unavailable. As a result, we can only identify whether a visit is
economic related or not. We discard diplomatic visits that are obviously not associated
with economic issues, such as ceremonial visits and courtesy visits. Examples include the
State Councillor Liu Yandong visit to Russia to attend the closing ceremony of the "Year
of Chinese Language" in Russia on the occasion of the 11th Meeting of the Committee
on China-Russia Cultural Cooperation Forum; or the visits paid by foreign state leaders

to Beijing to attend the opening ceremony of the Beijing Olympic Games.
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3.1.5 Control variables data

The other control variables that we inlcude in the gravity equation are collected from a
variety of data sources. GDP and population are compiled from the World Development
Indicators database of World Bank. Population weighted bilatral distances and binary
characteristics of all trading country pairs, which inludes common language, contiguity,
common legal system, colonial relationship history, come from CEPII GeoDist Database.
GATT or WTO memberships and Regional Trade Agreements (RTAs) up to 2006 are
collected directly from CEPII Gravity Database and data between 2007-2012 are
manually compiled by the author from the WTO website. The common currency variable
come from CEPII Gravity Database up to 2006 and are manually collected from European

Commission website and Global Financial Database from 2006 onwards.

In the FDI study, in addition to those in the international trade gravity model, trade
openness and labor endowments are also controlled for in the regression equation as they
have significant impact on bilateral FDI stocks and FDI flows. Governance indicators and
trade openness indexes come from World Bank Development Indicators. Labor
endowment given by education level of host and home countries are collected from the

Human Resource Indicator Survey.

3.2 China’s international trade and diplomatic visits

3.2.1 China’s international trade

Since 1978 when China started a series of economic reforms and opened up to the rest of
world, the process of globalization has accelerated ever since. After 30 years of
development, international trade has been a driver of China's economic growth.

Throughout this period, China’s international trade developed in three stages. In the first
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stage from 1978 to 1985 the goal was to earn foreign currency mainly by exporting
resources. Then from 1986 to 1993, comparative advantage in labor-intensive products
dominated China’s export market. From 1994 to 2012, the motivation was to improve
productivity and to provide high technology products in response to competition from
other emerging countries such as Vietnam. China is attempting to catch up in the capital
and technology-intensive products. China is now the world's second largest economy, the
largest exporter and the second largest importer.” Figure 3.1 shows the growth in Chinese

exports and imports since 2002.
[Figure 3.1 about here]

Since the accession into the WTO in 2001, China's foreign trade dependency rate (import
and export value as a proportion of GDP) rapidly increased from 38.5% in 2001 and
peaked at 67% in 2006. In 2009, influenced by the global economic crisis, world trade
was dramatically reduced. However, the Chinese economy kept growing while the
dependency rate fell to 45% before rising again in 2011 and 2012. In comparison with
other large economies, such as the US and Japan, both rates of dependency on
international trade during the period 2001-2012 were between 20% and 25%. China's
export dependency (export value as a share of GDP) increased from 4.6% in 1978 to more

than 35% in 2006. For the US and Japan, the ratios were 10% and 14% respectively.

Then we look at the number of products that China exports and imports between 2002
and 2012.In Chapter 5, in addition to trade value, we are also able to identify the number
of trading products based on the number of HS 6-digit commodity classifications for each

trading country pair. Figure 3.2 shows that the number of China’s exported products has

® The world economic and trade organizations (WTO) report.
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increased and the number of exported products in 2012 is almost double of that in 2002.
In contrast, the number of import products has remained stable during the same time

period.

[Figure 3.2 about here]

Table 3.1 lists China’s top ten trade partners in 2012 which are EU, US,
Hong Kong (China), Japan, Republic of Korea, Taiwan (China), Australia, Malaysia,

Russia and Brazil.

[Table 3.1 about here]

3.2.2 Diplomatic visits

Given the enormity of the task to collect the visit records between all country pairs, in
this study we only search and compile the diplomatic visits between China and the other
countries. In our general diplomatic visits of world sample, we compile a dataset of 2,013
detailed records of multi-level diplomatic visits between China and 162 countries for 11
years between 2002 and 2012. 1,031 of these are multi-level Chinese visits and 982 are
multi-level foreign leaders’ visits to China. The economic related visits sample has fewer
records than the basic sample and includes 843 records, 304 records are Chinese leaders’

economic related visits and 539 records are foreign leaders’ visits to China.

In Figure 3.3, we present a visual representation of the destination of Chinese leaders’
overseas visits at the continent level. We find the number of visits made by Chinese
ministers and above leaders (blue bar) is usually much bigger than that of Chinese
President and Premier (red bar). Figure 3.4 presents the total number of visits and shows

that Asian countries (358 visits) were the most popular destinations for Chinese leaders,
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during the period 2002 to 2012, probably because of neighbourhood geopolitical factors

along with the political and economic factors.

[Figure 3.3 and Figure 3.4 about here]

Figure 3.5 provides a breakdown of Chinese leaders’ overseas visits by year. Note that
the Chinese President and Premier made around 20 overseas visits annually. This number
is relatively stable compared to the number of visits made by Chinese ministers and higher
rank leaders. Chinese second level visits (blue line) experienced substantial growth
starting from 24 visits in year 2002 peaking at 115 visits in 2004 before dropping back to
around 80 visits per year for the rest of period. This spike in 2004 can be explained the
transfer of government power as President Hu Jintao and Premier Wen Jiabao took over

the central government of China at the beginning of 2003.

[Figure 3.5 about here]

The counterpart of Chinese leaders’ overseas visits is foreign leaders’ visits to China.
Figures 3.6 and 3.7 present the number of origin continents and by year respectively. The
total number of foreign first level leaders’ visits to China and foreign minister and above
leaders’ visits to China is similar to the Chinese counterparts. Asia (337 visits) is the target,
followed by Europe (280 visits), Africa (152 visits), North America (95 visits), South
America (59 visits) and Oceania (58 visits). However, the visit composition in each
continent is different to Chinese leaders’ overseas visits as foreign first level leaders made
an almost equivalent number of visits to foreign ministers and above leaders. Figure 3.8
shows that foreign leader visits peaked in 2004 and 2005. The foreign leaders’ visits
number spike of 2004 and 2005 can be partially explained by the outbreak of Severe

Acute Respiratory Syndrome (SARS) in November 2002 which resulted in some foreign

43



leaders’ China visits and meetings that should have happened in the year of 2003 being
canceled or postponed to 2004. Another reason for difference in visit between the two
subsequent years of 2003-2004 and 2008-20009 is that it coincides with the election and
re-election of Chinese government leaders. As expected more active diplomatic
communications follow the election of new officials. Therefore, we argue that foreign
visits in the year 2004 can be considered more politically driven than the visits of any

other year during our period of analysis.

[Figures 3.6, 3.7 and 3.8about here]

In Figures 3.9 and 3.10 we show that geographical distributions of Chinese leaders’
overseas visits and foreign leaders’ visit to China respectively indicating which countries
are the most popular destinations visited by Chinese leaders and which countries show
the greatest interests to and paid visits to China. The deeper the color, the more diplomatic

visits paid by China or to China.

[Figures 3.9 and 3.10 about here]

Figure 3.9 indicates the overall visits paid by Chinese leaders through the period from
2002 to 2012. Russia, United States, Japan, Republic of Korea, Germany, Kazakhstan,
United Kingdom, Indonesia, India and Thailand were the top 10 destinations visited by
Chinese leaders as shown by the darkest parts of the map. The map of origin countries
visiting China (Figure 3.10) shows that United States, Russia, Thailand, Pakistan,
Kazakhstan, Republic of Korea, Japan, Germany, Singapore, Australia and United

Kingdom are the countries visited China most.
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3.3  China and Africa international trade and diplomatic
visits

3.3.1 China and Africa trade

Maintaining an accelerating growth rate, China become a major trade partner for African
countries. Figure 3.11 shows major economies’ trade with Africa breakdown into exports
and imports from 2002-2012. The left panel shows the exports of EU15, China, USA,
Japan and the rest of world to Africa, while the right panel shows their import counterparts.
With the total African trade development, EU15 dominates trade with Africa for both
export and imports accounting for around 40 percent of the world total trade with Africa
during our period of analysis. China achieves an increasing significant position in African
trade market from 5 percent of total exports and 2 percent of total imports in 2002 to
about 20 percent for both export and import in 2012. The trend of USA’s share with
African total trade is relatively stable with a greater share of imports than exports. Japan

however now plays a less important role in African trade.
[Figure 3.11 about here]

The burgeoning engagements of trade, investment and aid make China become a major
economic partner of Africa. China become the largest trade partner of Africa since 2009.
The international trade between China and Africa has grown rapidly from 9.14 billion US
dollars in 2002 to 145.8 billion US dollars in 2012 with the average growth rate of 28.6%.
In addition, China further opens its gate to African Least Development Countries (LDCs)
from 440 zero tariff treatment for exported items from LDCs in 2006 to more than 95

percent of export value and 60 percent of LDCs exported commodities in 2010.
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In addition to international trade, China also engages with Africa in another two ways:
FDI and aid. Supported by the “Go Global” policy Chinese state-owned enterprises
(SOEs) lead overseas investment (accounting for more than 90 percent of Chinese total
OFDI) expands quickly including Africa. While Chinese outward foreign direct
investment (OFDI) maintain a high growth rate, the volume scale and extent are relatively
limited. By the end 0f 2012, China’s investment 2.52 billion US dollars in Africa and only
accounts for 2.9% of global FDI flows to Africa. At the same time, the investment to
Africa is only 4.1% of total OFDI stock and 2.9% of OFDI flow for Chinese investment
portfolio (Ministry of Commerce, MOFCOM). However, China’s capital deployment of
infrastructure is not counted into FDI, instead most of them is regarded as aid (Davies et

al. 2014).

Chinese government not only provides the traditional grants, debt relief, concessionary
loan, humanitarian aid which are the traditional western aid categories, but also zero-
interest loans, preferential export credits and market rate export buyers’ credits that
combines the commercial investment with development aid to construct infrastructure

which is underfinanced by traditional investors.

Figure 3.12 shows China’s engagement against Africa’s underlying changes in GDP. All
of these four economic activities: China’s exports and import with African countries,
China’s FDI outflows to Africa and Chinese government aid to Africa dynamically
increased with the steadily growing total African GDP. With a diminishing trade surplus
of China with Africa during the period 2002-2012, international trade is still the dominant
interaction channel between China and Africa compared to investment and foreign aid

either in size or annual growth rate.

46



[Figure 3.12 about here]

Almost 80 percent of total China’s African trade comes from 10 countries. China’s trade
with South Africa accounting for more than 30 percent of African total trade with China
followed by Nigeria (9.2 percent), Egypt (8.1 percent), Algeria (6.2 percent), Libya (5.5
percent), Congo (5.0 percent), Morocco (3.8 percent), Benin (3.0 percent), Ghana (2.9
percent) and Zambia (2.1 percent). Countries with a high export dependency to China
(more than 40 percent in 2012) include Angola, Democratic Republic of Congo, Republic
of Congo and Gambia. The Heckscher-Ohlin theory of comparative advantage argues that
countries export products made of abundant and cheap endowments and import goods
using scare factors. Trade between China and Africa can be summarized as the exchange
of Chinses manufactures for African resources (Johnston et al., 2015). However, this trade
pattern is not specific to China. African countries export primary goods and import
manufacturing products with most of its trade partners especially with the most developed

economies (Chemingui and Bchir, 2010).

3.3.2 China and Africa diplomatic visits

In this subsection, we explore the key features of diplomatic visits between China and
Africa. Figure 3.13 is the visual representation of both Chinese outward visits (the red
line) and African inward visits to China (the blue line) by year. Chinese visits paid 10 to
20 visits to Africa each year which is more stable than the number of African countries
visits to China which went from less than 5 visits in 2007 to more than 20 visits in 2004.
As discuss previously, the spike of 2004 African inward visits to China was influenced
by the outbreak of SARS and the government power transfer in 2003 leading to a large

portion of visits arranged in 2003 being postponed until 2004.
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[Figure 3.13 about here]

The limited number of visits made by Chinese first level leaders to the 46 African
countries means very few visits were received by each African country, which can also
be shown in Table 3.2 which lists the top destination countries visited by Chinese leaders.
The first column of Table 3.2 shows that Egypt receives most Chinese first level visits
followed by South Africa (3 visits made by Chinese first level leaders). While Algeria,
Kenya, Morocco, Nigeria and Tanzania each visited by Chinese present or premier twice
during the period 2002-2012. Chinese ministers visit more frequently to Africa as shown
in Column 2. Except for South Africa (14 visits) and Egypt (11 visits), Ethiopia and
Namibia receive 9 visits and 8 visits respectively. Therefore, South Africa and Egypt
receive far more Chinese diplomatic visits than other African countries indicating a more

intimate political and economic relationship with China.

Table 3.3 lists the top origin African countries paying visits to China. State and
government leaders from Namibia (4 visits), Niger (4 visits), Mauritius (4 visits) and
Mozambique (4 visits) made the largest number of visits to China. Libya with 6 ministers’
visits made the most second level visits to China. However, with regards to total visits to

China, South Africa and Egypt are the two countries who made the most visits to China.

[Tables 3.2 and 3.3 about here]

The geographical distribution of visits between China and African countries during 2002-
2012 are presented in Figures 3.14 and 3.15. Countries with more bilateral visits with
China are represented by a deeper colour. Figure 3.4 shows that the African countries that
received the largest number of visits from China is South Africa followed by Egypt and

Ethiopia. During the same period, the top African origin countries are South Africa and
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Egypt followed by Mozambique. To depict the whole picture of diplomatic relations
between African countries and China, these two maps include those diplomatic visits
between China and Angola, Chad, Democratic Republic of Congo, Equatorial Guinea,
Liberia, Somalia, South Sudan, Sudan and Yemen. However, these countries do not report
their trade statistics to United Nations leading to their exclusion from our econometric

analysis.

[Figures 3.14 and 3.15 about here]

3.4  China and OECD trade, FDI and diplomatic visits

3.4.1 China and OECD trade

Until 2012, there were 34 members of Organization for Economic Co-operation and
Development (OECD). However, Chile, Estonia, Israel and Slovenia obtained their
membership of OECD in 2010. We exclude these four countries and employ a consistent
group of 30 countries. According to the United Nations, there is no established criteria to
differentiate developed economies and developing economies, but GDP per capita,
industrialization degree and Human Development Index (HDI) are most used
measurements in practice.'’ It is shown in Figure 3.16 that the ratio of China’s exports to
OECD compared to China’s total exports (blue line) is more than 50 percent and the ratio
of China’s imports from the OECD compared to China’s total imports (orange line) is
always above 40 percent, although both two lines indicate a decreasing trend. Figure 3.16

also shows that value of China’s trade with OECD grew steadily except for a slight decline

' The designations "developed" and developing" are intended for statistical convenience and do not
necessarily express a judgement about the stage reached by a particular country or area in the
development process. From United Nations, Standard country or area codes and geographical regions for
statistical use.
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in 2009 mainly due to the global financial crisis. China maintains trade surplus in the
trade with the OECD as a whole which is indicated by year China exports to the OECD

(the green bar) being greater than its imports from the OECD (the purple bar).

[Figure 3.16 about here]

After our two parallel studies of African and OECD subsamples using the total value of
China’s trade, we use disaggregate trade data between China and the OECD to measure
the specific impacts of diplomatic visits on different industrial sections. The 21 HS 2002
sections group the 99 2-digit classification covering all trading goods. In Figure 3.17, the
doughnut charts showing the composition of China’s trade with the OECD during the
period of analysis. The left doughnut chart shows the composition of China export value
to the OECD and the right one shows that of China import value from the OECD. For
each chart, the inner ring shows the trade composition of 2002, the middle ring shows the
trade of 2007 and the outer ring demonstrate the trade of 2012. For each chart, section 1
locates the first position starting from the centre of each ring, and the other sections are
listed clockwise up to section 21. The rank of sections for China exports and imports with
the OECD are highly similar but the relative proportions change during the examination
period. The largest sections of China’s export to OECD include section 16 represents the
machinery and mechanical appliances, electrical equipment etc. which grew from 34% in
2002 to 43% in 2012; textiles (section 11) declined from 15% in 2002 to 12% in 2012;
miscellaneous manufactured articles (section 20) is another major category with the
composition being around 8%; base metals (section 15) represent 6% of China’s total
export to OECD in 2002 reaching peak of 10% in 2007 before falling back to 7% in 2012;

and other sections such as chemical products (section 6), vehicles, aircrafts and vessels
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(section 17) and optical, photographic products (section 18) are according composited of

China’s export basket.

For China’s imports from the OECD, we find machinery and mechanical appliances,
electrical equipment etc. in section 16 also dominate China’s the major imports categories
from the OECD. Vehicles, aircrafts and vessels (section 17) and optical, photographic
products (section 18), base metals (section 15) and chemical products (section 6) again
ranked top for imports by China from the OECD. In addition, mineral products (section

5) grew dynamically from 3% in 2002 to 7% in 2007 and then to 12% in 2012.

[Figure 3.17 about here]

To further analyses the section level trade between China and the OECD, we provide the
composition of the trade between China and the OECD according to Rauch classification
for product heterogeneity and the OECD manufacturing technology classification

respectively.

Rauch (1999) classifies all the SITC version 2 products into three categories according to
its product differentiation: differentiated products, reference priced products and goods
traded on an organized exchange. According to Figure 3.18, the liberal Rauch
classification of China’s exports to OECD, differentiated goods account for on average
85% of China’s total exports to OECD, reference priced goods and exchange traded goods
are 13% and 2% respectively. The liberal Rauch classification of China’s imports from
OECD is shown in Figure 3.19. The differentiated goods share declines from 60% in 2002
to about 52% in 2012 and the share of reference goods slightly reduces from 31% in 2002
to 27% in 2012, while the share of goods traded on an organized exchange increases from

8% to 20% during the same period.

51



[Figures 3.18 and 3.19 about here]

We also categorise manufacturing products into four classifications based on the
technological differentiation then developed by Pilat (2003). Figure 3.20 shows the split
of China’s manufacturing exports to the OECD by our four technology categories.
Besides the steadily growing total value of China’s manufacturing exports to the OECD,
the high technology products proportion climbs the most dynamically from 27% in 2002
to 33% in 2012. The medium-high technology exports grew from 19% to 23% and
medium-low technology exports from 12% to 14%, which leaves the low technology
products proportion falling from 40% in 2002 to less than 30% in 2012. The proportion
changes among different technology categories indicate China’s exports are no longer
only driven by the low-cost low-skilled-labour manufacturing such as textiles, footwear
and toys but also a considerable size of high and medium-high technology products such
as information and communication technology, electrical equipment sections. Since 2004,
the proportion of high technology manufacturing exports exceeds that of low technology
manufacturing exports, China is trying move up along the global value chain. As Greene
et al. (2006) point out, China has adopted a two-pronged strategy: on one hand, China
takes advantage of its most abundance endowment- low cost labour- to develop job-
creating labour-intensive manufacturing; on the other hand, China advocates creation
driven enterprises and devotes tremendous efforts to research and development (R&D) to

upgrade its industries and manufacturing.

As shown in Figure 3.21, the proportion of each of the four technology categories of
China’s imports from OECD countries has remained relatively stable during the period

from 2002 to 2012. The high technology and medium-high technology manufacturing
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dominate the majority of China’s imports from OECD accounting for 33% and 45% of
all imports. The medium-low and low technology manufacturing are only 13% and 9%

of all China’s imports from OECD respectively.

[Figures 3.20 and 3.21 about here]

3.4.2 OECD outward FDI to China

We also consider the relationship between OECD countries’ outward FDI to China and
diplomatic visits. Total OECD countries’ FDI outflows accounted for 93% of global
outward investment in 2002, peaking at 95% in 2003 and then falling to 73% in 2012.
While the proportion of OECD countries FDI outflows in the world decreases, the
percentage of OECD countries investment to China increased from 0.99% in 2002 to 3.84%

in 2012."

Trade and FDI are the two important channels by which the OECD and China interact.
Figure 3.22 shows the ratio of trade flows to FDI flows between the OECD and China.
With the economic development of the OECD and China (reflected by their growing
GDPs), the decreasing ratio of OECD’s exports to FDI outflows to China indicates that
the OECD MNEs prefer to invest in China rather than export to China to meet China’s
huge customer demand. The spike of the ratio in the year 2009 is due to global finance
crisis which impeded cross-border capital flows. On the contrary, the increased ratio of
OECD’s imports from China to OECD’s FDI inflows from China can be attributed to
China’s trade expansion. In the following empirical analysis, not only the impact of

diplomatic visits on trade between OECD countries and China will be examined but also

11 FDI statistics are collected from OECD statistic database: https://data.oecd.org.

53



we aim to find whether diplomatic visits will prompt OECD countries outward FDI to

China.

[Figure 3.22 about here]

China’s open-door policy and strong economy growth made it the largest FDI recipient
in 2012 with most foreign capital coming from Asian regions and countries. In 2012,
Hong Kong (China) invested 71.289 billion USD which accounts for 63.8% of total
investments to mainland China followed by Japan (7.38 billion USD), Singapore (6.539
billion USD), Taiwan Province (6.183 billion USD), United States of America (3.13
billion USD), Republic of Korea (US$ 3.066 billion USD), Germany (1.471 billion USD),
Netherlands (1.144 billion USD), United Kingdom (1.031 billion USD), and Switzerland
(878 million USD), the top ten investors dominate 91.4% of China’s total use of foreign

investment.

In order to explore total outward FDI from the OECD to China for both stocks and flows,
four measurements of foreign direct investment are used: OECD outward FDI stock to
China, China inward FDI stock from OECD, OECD FDI outflow to China and China’s
FDI inflow from OECD. The former two should be equal and the latter two should be
equal theoretically. However, Figure 3.23 shows both FDI stock and FDI flows data are
differently reported by the OECD and China respectively. The incomparability of FDI
statistics among different nations is due to an inconsistent method of compiling data
across different countries. OECD outward FDI stock IN China (green bar) grew rapidly
and peaked in 2011. From China’s perspective OECD inward FDI stock (purple bar)
consistently increased. For FDI flows, OECD outflows to China (blue line) grew from

2002 to 2008 followed by a dip in 2009 and another dip in 2012, while China FDI inflows
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from the OECD (red line) is relatively stable over the period 2002-2012. In the empirical
analysis, the OECD reported outward FDI to China are employed in the baseline
regression and China reported OECD inward FDI from the OECD are examined as

robustness check.

[Figure 3.23 about here]

3.4.3 China and OECD diplomatic visits

Same with previous country sample, diplomatic visits are classified into four categories:
Chinese first level visits, Chinese second level visits, OECD first level visits and OECD
second level visits. Figure 3.24 presents a breakdown of Chinse outward visits and OECD
countries leaders’ inward visits to China over the period between 2002 and 2012. Note
that the number of OECD countries leaders’ visits to China are relatively more stable than
those of Chinese leaders’ visits to the OECD except for the spike in 2004. As previously
discussed, the 2004 jump can be explained by the outbreak of SARS in November 2002
which resulted in some foreign leaders’ China visits and meetings that should have
happened in the year of 2003 being canceled or postponed to 2004 and the power transfer

of Chinese central government.

[Figure 3.24 about here]

Table 3.4 presents the top 5 destination countries which are the United States, the United
Kingdom, the Republic of Korea, Germany and Japan. Table 3.5 shows that leaders from
the US, Japan, the Republic of Korea, France and Germany visited China most frequently
between 2002 and 2012. Tables 3.4 and 3.5 also list the top destination and origin

countries ranked by particular visit level.
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[Tables 3.4 and 3.5 about here]

Figures 3.25 and 3.26 present the geographical distribution of Chinese leaders’ visits to
OECD countries and OECD countries leaders’ visits to China. The darker color indicates
a larger number of visits. This overview illustrates the frequency of face to face
diplomatic meeting between China and OECD countries for the period 2002-2012 which

is broadly covers the Hu Jintao and Wen Jiabao era of Chinese government.

[Figures 3.25 and 3.26 about here]

Figure 3.27 presents descriptive evidence of individual OECD country outward FDI flows
and stock to China and the two-way visits. In each figure, outward FDI flows normalized
by its GDP is represented by the blue bar, outward FDI stock normalized by its GDP is
denoted by the red bar, number of Chinese outward visits is given by green triangle and
number of the OECD inward visits is illustrated by yellow circle. We find that Chinese
visits to the US and the US FDI outward stock data appear to be positively related but not
the US visits to China. The number of diplomatic visits between China and Japan is
averaged around 2, but Japanese outward FDI to China keep almost a constant growth
throughout the period 2002-2012. The most visible evidence is found between Germany
and China: Sino-German two-way visits are accompanied by growing stock of German
investment in China. Similar evidence is observed that augmentation of FDI from UK as

well as investment from Turkey to China.

[Figure 3.27 about here]

In the next chapter, the methodological approaches are introduced for each of the topic of

analysis.
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4 Methodological Approach

4.1 Introduction

The gravity model has been a popular workhorse in empirical international trade studies.
Introduced by Tinbergen, the conventional gravity model takes the form of Newton’s Law
of Universal Gravity assuming that bilateral trade volumes are proportional to the trading
partners’ economy size measures, usually proxy by GDP and population, and are
negatively proportional to the “distance” between them (Tinbergen, 1963). The broadly
defined “distance” between trading partners includes not only the geographical distance
between two countries’ capitals or major ports but also other characteristics which are
able to capture the trade “deterrents” or trade “assistances” economically and politically.
The geographical linkages are also reflected by the adjacency of partner countries,
whether origin and destination countries being landlocked or not. Cultural and political
linkages between trading partners include common language, common legal origin,
colonial relations and being colonies of the same country. Economic linkages such as
common currency, WTO/GATT membership of origin and destination countries, bilateral
and multilateral free trade agreements (FTAs) signed between the trading partners are also
usually incorporated in the gravity equation as they are believed to have significant

impacts on international trade.

4.2  Micro-foundation of gravity equation

The conventional Gravity equation is expressed as:

Xoa = GYoEqToq 4.1
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where X, ; denotes the exports from origin country o to destination country d, Y, captures
the exporter’s capability to export to all destination countries, and E; represents the
capacity of the importer to attract foreign products from origin countries. Overall trade
costs or trade accessibilities with their own elasticity are contained in the 7,4 term with
0 < 71,4 < 1. G is the so-called “gravitational constant” which is constant only for the

cross sectional data.

Anderson and van Wincoop (2003) extend the conventional gravity model and propose a
structural gravity model which can be applied to both aggregated and disaggregated data.
They provide micro theoretical foundations for the gravity model following Anderson
(1979) and introduce the multilateral resistance terms. There are two prerequisites for a
structural gravity model: one defines the spatial allocation of expenditure for the importer;
the other imposes a market-clearing condition for the exporter (Head and Mayer, 2013).

The Anderson and van Wincoop (2003) gravity equation is given by:

_Yo Ed

Xod - Q_OP_dTod

4.2

where X, ; consistently denotes the exports from origin country o to destination country
d, Y, = Y.a Xoq 1s the exporter’s total value of production, E; = ), X,4 is the importer’
total expenditure on all source countries. The notation does not have a time dimension
because this equation was originally used in a cross-sectional context by Anderson and
van Wincoop (2003). t,,; denotes the accessibility of importer d to exporter o by
combining trade costs with respective elasticity to measure the impact on trade flows
where 0 <7,; <1.Q, and P; are measures of ‘multilateral resistance’ which are

functions of 7,4.
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According to Anderson and van Wincoop, P, is defined as the accessibility-weighted sum
of the exporter capability and measures the degree of competition in the destination
country’s market. An importer with a relatively high P; implies that it has higher trade
costs relative to other merchandise sources because of a high price index and thus will
receive a larger share of imports from origin country o. (), is an expenditure-weighted
average of relative access and is viewed as an index of market access. An exporter with a
relatively high (), means that it has low trade costs to other countries for its products and
thus will export a higher share to other destination countries and a lower share of output
to destination 4. In addition to the introduction of the multilateral resistance terms,
Anderson and van Wincoop (2003) also provide practical estimation strategy to estimate
the gravity parameters with cross-section data. The introduction of the multilateral
resistance terms contributes to correcting the “gold medal error” of the naive traditional
gravity model (Baldwin and Taglioni, 2007).'* The gravitational un-constant which
maintains the same meaning with the multilateral resistance terms is introduced by

Baldwin and Taglioni (2006) for panel data.

"2 According to BALDWIN, R. & TAGLIONI, D. 2007. Trade effects of the euro: A comparison of
estimators. Journal of Economic Integration, 22, 780-818., the “gold medal error” specifically refers to
inappropriate use of deflated international trade, GDP of trading partners with any form of deflators
except for multilateral resistance terms.
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In the following analysis, we replicate Baldwind and Taglioni (2006) derivations of the

destination country d’s expenditure share m,4 as follows:

Poa9oa = ToaEa 4.5

where p,4 , known as “landed price”, is a single imported good price faced by customers
in destination country d. p,4 plays a pivotal role as it links the demand side with the

production side.

Also according to the work of Baldwin and Taglioni, on the demand side, g, is the single
good’s traded quantity from origin country o to destination country d. E; has the same
definition as before, the destination country’s total expenditure on goods from all origin
countries. Therefore, 7, is defined as the share of country d’s expenditure on a particular
good imported from country o. The expenditure share m,; depends on the relative prices
of the commodities and income levels. Following Baldwin and Taglioni (2006), relative
prices are the focus but not the income levels in the theoretical analysis. Constant
elasticity of substitution (CES) demand function is employed with the assumption that all

goods are traded. Thus the relationship between expenditure share and relative prices is

given by:
Pod. -
Toq = (Feyi=o 46
Py
where P; = N, ki(pig) ™)V, 0 > 1 4.7
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As Py is destination country d’s ideal CES price index shown by Equation 4.7, z;ﬂ is the
d

real price of p,4. 0 is the elasticity of substitution among the varieties which is assumed
to be symmetric. k; denotes the number of goods exported by country i. Combining
Equations 4.5, 4.6 and 4.7According to Baldwin and Taglioni (2006), a single product
import expenditure equation when combining Equations 4.5, 4.6 and 4.7. More
derivations are needed to estimate the expenditure equation directly with the lack of trade

prices.

On the supply side, Baldwin and Taglioni argue that the relationship among production
costs in the origin country o, the bilateral mark-up and bilateral trade costs can be depicted

as:

Poa = UPoToa 4.8

where p, is the producer price in origin country o, and 7,4 contains all the trade cost. u
reflects the bilateral mark-up and is made to be equal to 1 for simplicity if the market
takes the form of a Dixit-Stiglitz monopolistic competition market or perfect competition

with an Armington goods market.

They also claim that the total bilateral trade value X, of a country pair aggregating all
trading varieties and being equal to the number of symmetric trading varieties, namely
“k,”. They give the equation of expenditure share m,; and importer’s total expenditure

E,; as follows:

XOd = kOﬂOdEd 4.9
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Eq
pi-o

Xod = ko(poﬁ’:od)l_(r 4.10

As the data are not available for the number of varieties k, and producer prices p,,

Baldwin and Taglioni provide a general equilibrium condition.

In general equilibrium, exporters need to adjust domestic prices with the exported good
price to make a unique price for both home and foreign markets. Also exporter o needs to
satisfy the market clearing condition that the global trade commodities sales are equal to
the production of trade commodities by adjusting its wage and prices. The global trade
goods sales come from summing up all of the trade varieties to a single trade value given

by Equation 4.10 (Baldwin and Taglioni, 2006).

N
Y, = z Xoa 4.11
d

where Y, is the origin country o’s total output. Substituting Equation 4.10 into 4.11, origin

country o’s market clearing condition becomes:

Y, =k HZN (1o L 412
0o = KoDo od Pl_a .
a=1 d

where the summation is over all markets, including o’s own market. Then k,p2~7 can be

written as:

kopd=0 = = 4.13

0b~<
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0 :ZN (tl-o Ei ) 4.14
where O Lujmy PO ’

1, of exporter o is the sum of its trade partners’ real GDPs multiplied by bilateral trade

costs. It also measures exporter o’s openness to global market.

Substituting Equation 4.13 into Equation 4.10, the gravity equation given by Baldwin and
Taglioni considering global market effects on bilateral trade, which is similar but not

exactly identical to Anderson and Van Wincoop expression:

Y.E
04 4.15

TG,
o' d

Xod = Tod

The significant difference between Equation 4.2 and Equation 4.15 is that the former is
suitable for cross section data and the latter can be applied to panel data. Anderson and
van Wincoop set Q = P17 implying a particular normalisation for every set of GDPs in

the cross sectional analysis.

4.3  Estimation strategy

Early studies try to use proxy variables of “remoteness” which are equivalent to 1/,
and 1/P;. For example, Wei (1996) generates log(GDP)-weighted averages of trade costs
and Helliwell (1998) measures an importer’s remoteness as the sum of geographical
distance with its trading partners divided by that partner’s production. Anderson and van
Wincoop (2003) implement non-linear least squares approach to estimate the multilateral

resistance terms. In the context of a structural gravity equation, trade economists propose
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different methods to eliminate or replace multilateral resistance terms with other
observable characteristics, as it is often difficult to find appropriate proxies for the
multilateral resistance terms. Head and Mayer (2000) and Eaton and Kortum (2002)
normalize the bilateral flows by trade with itself. Head and Ries (2001) estimate bilateral
costs square using bilateral exports multiplied by bilateral imports and divided by their
respective domestic trade flows, which is known as the Head-Ries Index (HRI). Hallak
(2006) and Romalis (2007) generate a “tetradic” term by selecting a reference exporter
and a reference importer.”> Caliendo and Parro (2014) introduce a third country (as a
reference country) to estimate the trade cost elasticity under the asymmetrical
protectionism condition. However, due to data availability or computation difficulties,
these methods are less advantageous than country fixed effects which will be introduced

thoroughly in the following subsection.

4.3.1 Country Fixed Effects

Recent gravity equation estimations prefer to employ fixed effects to solve the problem
of omitting the multilateral resistance terms which is caused by using the GDP of the
exporter as a proxy for Y, and using the GDP of the importer as a proxy for E;. Country
fixed effects capture the time invariant unobserved characteristics of exporters and
importers. And time variant country fixed effects are able to solve the structural defect
caused by omitting P; and (), and hence provide consistent estimates of the treatment
variable (in our case diplomatic visits). The advantages of PPML approach compared to
log-linear method includes: the PPML estimators of gravity model is to get consistent

estimates of the parameters even with heteroskedastic errors; they are also robust to the

Xni/Xki _ Pni/Pki

= , where k denotes
Xni/Xpr O/

13 The Tetrads term takes the form of ratios of ratios and is defined as

a reference importer and | denotes a reference exporter.
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measurement errors of the dependent variables; and they are able to include the zero trade
values between country pairs in the analysis. Country fixed effects are able to account the

multilateral resistance terms in the structural gravity model.

4.3.2 Dynamics

Dynamic patterns in bilateral trade occur naturally as it takes time for trade partners to
adjust trade costs. For example, the staggered contracts may prevent trade flows from
responding immediately to technology shocks or customer taste changes. As Eichengreen
and Irwin (1998) point out the conventional gravity model tends to mistakenly attribute
to lagged dependent variables for current treatment variables due to omitted variables.
Hence, omitting lagged dependent variables equals to the omission of important variables
and results in inconsistent estimates. This is because there may exist a positive
relationship between trade flows in previous periods and the preferential arrangements in

the present.

However, the disadvantage of adding a lagged dependent variable into a fixed effect
specification in a data-generating process is the coefficient of the treatment variable will
be biased, because the lagged dependent variable can only explain part of the unobserved
characteristics of bilateral trade. Hence, I adopt Head and Ries (2010) solution that not
only lagged depedent variable specification but also country pair fixed effects

specification to control for the linkages between the trade partners.

4.3.3 Country Pair Fixed Effect
Time-invariant country effects capture cross-sectional correlation between multilateral
resistance terms and the determinants of trade costs. Time-varying country fixed effects

are able to remove both cross-sectional and time series correlation but not enough to
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capture the correlation between the variable of interest (included in the bilateral trade cost)
and the unobservable country pair-wise features. Therefore, country pair fixed effects are
included in the gravity equation. Even though a large number of control variables such as
the common language, common currency, and regional trade agreements and so on are
included in the gravity equation, but it is not able to include the exhaustive country pair
variables. The solution proposed by Rose (2004) is to include country pair fixed effects.
However, the Pair FE specification estimates are downwardly biased if diplomatic visits

are prompted by dips of trade flow.

4.3.4 Combined specification

To further investigate the true estimates of diplomatic visits, I incorporate one-year lagged
dependent variable in within-group transformed Pair FE following Nickell (1981). The
original notation, a ~ over a variable indicates with-in group transformation. Then the

combined specification is shown as:

InxXoqe =pnx,geq + Tod,t—lﬁ + ZoarT + €oar 4.16

According to Nickell (1981), Equation 4.16 is fault as Inx;,5_, and €4, are correlated
by construction, therefore the probability limit of the bias are used to calculate a new

upper bound for the diplomatic visits.

plim(B — B) = —plim8 x plim(p — p) 4.17

N—-oo N-oo N—-oo

A more accurate estimate of interest, the impact of diplomatic visits on trade, f can be

calculated based on Equation 4.17. Let 0 represents the estimated coefficient of visits in
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“auxiliary” regression. The “combined” regression report the estimate of one-year lagged
dependent variable p and the estimate of diplomatic visits f. p is not known, but its upper

bound can be estimated, the true value should be less than the p in a gravity equation
which incorporate the country fixed effects and one year lagged dependent variable,

denoted as Lag DV* specification (Nickell, 1981).

We adopt Head and Ries (2010) procedures of combined specification: firstly, the new
Lag DV* specification with only one year lagged dependent variable is estimated to
generate the newer and more approaching upper bound of the true value of p. In addition,
I am able to compare the estimates of one year lagged dependent of the Lag DV*
specification with that of Lag DV specification with three years lagged dependent
variables. Second, the combined specification following Equation 4.16 give the values of
coefficients p and . Thirdly, the auxiliary regression is carried to generate diplomatic
visits estimates @ by regressing one year lagged within-group transformation trade on all
within-group transformation right hand side variables. Last but not the least, the combined

specification estimates will be calculated on Equation 4.17.

4.4  Poisson Pseudo-Maximum-Likelihood

Based on Jensen’s inequation, E (Iny) = In E(y), Santos Silva and Tenreyro (2006)
argue that log-linear gravity estimates suffer from bias because of the presence of
heteroscedasticity even after controlling for fixed effects. To obtain consistent estimates
of interest, they propose the PPML approach to estimate all constant-elasticity models,
including the gravity model. This method has two main advantages: first, it naturally deals

with the zero trade flows problem encountered commonly in international trade as it uses
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levels instead of logs. Second, the only requirement to get consistent estimates is that the

conditional mean is correctly specified.

The gravity model in Equation 4.1 can be written as an exponential function given by:

Xog =exp(InG + By InY, + BylnEz + B3 Intog) + €04 4.18

With X,; =0 and E[€,qlx] =0 ,exp (InG + B; InY, + B,InE; + B3 Int,,) is the

conditional expectation of X, given Y,, E4, T4, denoted as E[X,4|Yy, Eq, Toal-

As Santos Silva and Tenreyro (2006) explain, the common application of the log-linear
gravity model will lead to inconsistent Ss for two reasons: First, it is mathematically
impossible to estimate f if X, is zero. Second, even for positive trade flows, OLS
estimates are inconsistent because the expected value of the log-linear error depends on

the covariates.

Xoqa = exp (InG + By InY, + BInEq + B3 InToq)é0q 4.19

with o5 =1+ €,q/exp (InG + 1 InY, + frInE; + f3Int,;) and the new error’s

expectation being one, E[¢,4|Y,, Eq4, Toq] = 1. Taking logs of both sides of 4.19:

nX,g=mG+pInY,+LnE;+ f3lntyg +Inéyy 4.20

The condition to get a consistent 8 by estimating Equation 4.20 is E[¢,4|Y,, E4, Toq) does
not depend on any of the variablesY,, E4, Toq. AS $oq =11€oq/€xp (InG + 7 InY, +

poInE; + f3Int,,), the independent condition is met only if €, = exp (InG +
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piInY, + BoInE; + f3Int,4)n0.4, and 1,4 is @ random variable independent of any of
the variables in Y,,E;,7,4. So I have {,; =1+ 1,4, which indicates &,; is also
independent of any of the variables Y,, E4, 7,4 and its conditional expectation is a
constant. Thus the requirement to have consistent estimates becomes the conditional
variance of X,; is equal to the conditional variance of €,; and proportional to

exp [2(InG + B, InY, + B,InE; + B3 InT,4)].

Based on Silva and Tenreyro’s judgement, €,4, in practice, is usually heteroskedastic and
its variance is related with exp (InG + B; InY, + B,In E; + f51n7,,). However, I could
not infer its variance is proportional to exp [2(InG + B, InY, + S,InE; + B5InT,4)].
Therefore, only under very specific and strict conditions can log-linear estimates be
consistent and in general regressing In X,; onInG + B InY, + B,In E; + 3 Int,4 will

lead to inconsistent estimates of £5.

McCullagh and Nelder (1989) propose to estimate constant elasticity models using a PML
estimator based on the condition: the conditional variance is proportional to the

conditional mean:

E[X,qlYo, Eq,Toal = exp (InG + B, InY, + B, InE; + f3lnt,,) <

4.21
L’ondlybrEﬁrTod]

Hence, 8 can be estimated by solving the following first-order condition:

n

z [Xog —exp (InG + 1 InY, + LolnE; + B3 Intyq)] (Y, EqToq) =0 4.22
od=1

Compared with non-linear least squares (NLS) model used by Frankel et al. (1995) and

the gamma PML estimator first employed by Manning and Mullahy (2001), the PPML
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estimator neither gives too much weight to the observations with higher dispersion like
NLS nor gives too much weight to the observations that are easily contaminated by
measurement errors like gamma PML. Inferred from Equation 4.22, the PPML estimator
gives the same weight to all observations. As [ lack additional information on
observations’ pattern of heteroscedasticity, it is reasonable that the same weight is
assigned to each observation. Those observations with a large expectation offset by their

large variance will generate the same curvature of the conditional mean.

Equation 4.22 is numerically equivalent to the PPML. Several remarks should be added
about the PPML estimators. First, PPML does not require the data to follow a Poisson
distribution. As with the proposed weight, the first order condition of this weighted non-
linear least squares estimator is exactly the same with that of the Poisson pseudo-
maximum likelihood regression. Secondly, although PPML is designed for count data, it
can also be applied to continuous trade and investment data. This is the reason that I call
it pseudo-maximum likelihood estimator and not maximum likelihood estimator. Thirdly,
when assessed by the existence of different patterns of heteroscedasticity, the PPML
estimator performs best (being consistent and efficient) among different estimators: OLS,
NLS, gamma PML and ET-tobit. Finally, the PPML estimator fits both cross section and

panel data (Santos Silva and Tenreyro, 2006, Santos Silva and Tenreyro, 2010).

4.5  Gravity equation applied for FDI study

After the empirical examination of the impact of diplomatic visits on trade, the
relationship between diplomatic visits and FDI are analysed in Chapter 8. Empirical
evidence shows that FDI flows also tend to be proportional to the host and home countries’

economic size and negatively related to the distance between them. The theoretical
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foundations of the gravity equation applied to FDI studies in the general equilibrium set-
up are relatively recent. One of the models introduced by Kleinert and Toubal (2010)
which is inspired by Helpman et al. (2004) incorporates firm heterogeneity and result in
an almost identical gravity equation for multinational enterprises sales and greenfield

investment.

According to Kleinert and Toubal (2010), on the demand side, a representative consumer
in host (destination) country d prefers a single variety produced by firm & from home

(origin) country o with the Constant Elasticity Substitution (CES) utility function:

r/(ﬂ—l)
4.23

Ud:U f Q,((f,;l)/adkdo
0 k

where qy,4 1S the consumption quantity, o is the substitution elasticity being the same for

any pair of products in country d and o > 1.

CES type of country d’s price index P is:

Py = [f Proa* 1Y~ 4.24
k

Kleinert and Toubal (2010) use the Marshallian demand function to depict the relationship
between the consumption of a product g;,4 and its price py,q4, the economy size E; and

the price index Py:

Pkod)_aﬁ

425
Py’ Py

Arod = PraaEaPg ™ = (
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On the supply side, according to Helpman et al. (2004), firms are heterogeneous with

distinct levels of productivity. If the marginal cost for firm £ is denoted by a;, then the

productivity level is defined as ai Therefore, firms from country o’s can be divided into
k

three types: domestic firms, exporting firms serving foreign markets by exporting and

firms serving foreign market by setting up subsidiaries and associates. The productivity

: : 1 : .. 1
of domestic firms’ is less thanﬁ ; firms with productivity levels between % and
od od

1 . .. 1
<FINE choose to export; firms with the productivity level greater than <FNE produce abroad.

Firms in country o maximize their profits and charge a constant markup over the marginal

cost.

Dom

Yo = Dodo — Aoq qo — fo 4.26

Taking the derivative of a firm’s profit y, with respect to its price p, and making it equals
to zero and then substituting the partial derivative of consumption with respect to the

variety price from Equation 4.25 to get the following equation.

a 1
Prod = —I;Od where p=1-— - 4.27

Kleinert and Toubal (2010) argue that the operational costs of firms are usually composed
of two parts: variable costs and fixed costs. Firms supplying foreign markets by exporting
usually face higher variable costs due to longer distance (Tfx,; > Thy:) and lower fixed

MN
d

costs of setting up expenses (fi&, < fMNE). The mass of firms from country o are
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normalized to one. By using a zero-profit condition the thresholds marginal costs for

domestic firms, exporters and MNEs are listed respectively as follows:

agom)l—a LdA-p) — fDom

- 4.28
P, " pi
_sEa(1—p)
(@5 Toa)" i =f 4.29
o
Eq(1-p)
(aEx)t=o(1 — T;C—la ‘i_p 1i = fMNE _ fEx 430
Po P

Replicating the work of Kleinert and Toubal (2010), we also assume the cumulative
distribution function with respect to firms’ productivity level is Pareto distribution with
the shape parameter A, A > 0 — 1. The aggregate foreign direct investment flows from

country o to country d are:

1

MNE _1—¢

Xod ak G(_)Ed

FDI,, :f T o1 —dk 431
) d p

Considering the Pareto distribution characteristics, the FDI flows are given as:

FDIy = — ot yio @od )77 Ed 432
T A-0o+1 ( p ) (aDym)A-o+1pi=° '
o

Dom
In Equation 4.32 the term (a%)l“’ depicts the production capacity of country o as the

MNE\A—
Dom (apg )77

averaged firm size being a, 4" and the mass of firms being one. Term (@Domyi—ot1 is
od

shown to be negatively related with distance between country o and country d (Kleinert

E
1
Pg

and Toubal, 2010). The final term —2 describes the consumption capacity of country d
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combining aggregate expenditure and the price level. By taking the log of Equation 4.32
I get the log-linear structural gravity equation of foreign affiliate sales in Kleinert and

Toubal (2010) format:

InFDl,y =InT +& InY, + &InEg + 83 Int,q + @oa 4.33

Kleinert and Toubal (2010) argue that the structural gravity equation implies origin and
destination countries’ GDP parameters ¢; and &, are positive and the estimate of distance
&5 1s negative. Bergstrand and Egger (2007) develop the Physical-Knowledge-Capital
model which provides micro-foundation of the gravity equation applied to FDI. They
confirm that both bilateral FDI as well as bilateral trade can be explained well by gravity
equation, “but not precisely the same gravity equation”. The elasticity of GDP for
exporters and importers are similar, while for FDI the home country GDP elasticity is

considerably greater than that of host country.

4.6 Estimating equations

In this section, the estimating equations are presented for each of the specification
corresponding to related literature discussed above. Starting with the standard gravity
specification, I also explain the Country FE specification, Lag DV specification and Pair

FE specification with corresponding estimating equations.

4.6.1 Standard gravity specification
The standard gravity estimating equation is to take the natural log of Equation 4.1

resulting in the following specification with the same notations:
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nX,g =G+ InY,+BonE;+ L3Int,q + €pq 4.34

where 7,4, the bilateral trade costs, including the distance, contiguity, colonial history,
RTAs, WTO memberships of origin and destination countries, common language,
common currency, governance indicators and year dummies. In addition, in this study,
the diplomatic visits which are represented by a group of Chinese leaders’ overseas visits
and foreign leaders’ visits to China are also included in 7,,4. To take into account the cases
of multiple visits between one country pair in the same year, [ use both dummy and count
variables to represent Chinese leaders’ outward visits and foreign leaders’ inward visits.
Dummy variables examine how China’s bilateral trade change with or without diplomatic
visits. A count variable measures the change of China’s trade with one additional

diplomatic visit.

4.6.2 Country fixed effects specification

The Country FE specification is to take the natural log of Equation 4.15 resulting in the

following estimating equation:

InXpqg =InY,—nQ, +InE;—(6—1)InP;+ (1 —0)Intyy 4.35

The first four terms in Equation 4.35 can be achieved by time variant country fixed effects,
which also incorporate the multilateral resistance terms. The treatment variables,

diplomatic visits, and other control variables are still included in 7,4.

The ideal country fixed effect is to including time variant country fixed effects for each

of the exporters and importers. However, including all exporter and importer time variant
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country fixed effects for a large number of countries in a panel data setting is
computationally challenging. Since our dataset contains 181 countries over the period of
11 years, I need to include almost 4000 (double number of countries multiply by the
number of years) dummy coefficients in the economic specification. Therefore, I adopt
the Head and Ries (2010) methodology and introduce time variant fixed effects for China
and the 152 visited countries and time invariant country fixed effects for all the other
countries to examine the impact of Chinese leaders’ outward diplomatic visits on China’s
international trade. In the same vein, I estimate time variant fixed effects for China and
158 visiting countries to China and time invariant country fixed effects for all the other

countries when investigating foreign leaders’ inward visit to China on China’s trade.

The country fixed effects are also helpful to deal with other sources of endogeneity
between visits and trade in addition to capturing multilateral resistance terms. Chinese
government may pay a visit to a country with historically high bilateral trade that has now
fallen. Alternatively, Chinese leaders may visit countries with untapped markets or under

traded markets. In both cases, the diplomatic visits are used to stimulate bilateral trade.

4.6.3 Lagged dependent variables specification

As discussed in previous section, the literature on the dynamics of gravity equation, there
may exist a positive relationship between previous period’s trade and the diplomatic visits
in the present period. A drop in trade flows between China and a trading partner country
may encourage these two countries’ leaders to have a face-to-face talk and seek a solution.
Therefore, after controlling for country fixed effect in the standard gravity equation, I
follow Head and Ries (2010) including three lagged dependent variables into the Country

fixed effects specification lead to a new specification, the Lagged dependent variables
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(Lag DV) specification. The estimating equation of Lag DV specification is given as

follows.

lnXodt = lnXod’t_l + lnXod't_z + lnXod't_:), + ln YOt - ln QOt + l?’l Edt

— (0= InPy+ (1 —0)Intyge 4.36

4.6.4 Country pair fixed effects specification

As the unobserved determinants of multilateral resistance terms have already been
controlled for by the exporters and importers fixed effects, country pair fixed effects could
remove all the time-invariant country pair influences on both trade and diplomatic visits.
There is no new estimation equation for Pair FE specification because it can be denoted

by (1 — o) Intyq in Equation 4.35.

Note that including a lagged dependent variable and country pair fixed effects
simultaneously in one specification would lead to the biased estimates by construction
(Nickell, 1981). Moreover, Wooldridge (2010) points out that the procedures to deal with

dynamic panel data are computationally challenging.

Therefore, I adopt the Head and Ries (2010) methodology and report four specifications
estimates: standard gravity, country fixed effects (Country FE), lagged dependent
variables (Lag DV) and country pair fixed effects (Pair FE). The latter two specifications
are both based on the Country FE and assign the upper and lower bounds of the true

estimate of the diplomatic visits’ impact.

4.6.5 Strict exogeneity test
To test the exogeneity of estimates, we follow Wooldridge (2010) to perform a strict

exogeneity test in the gravity equation for each of the specification controlling for a
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variety of fixed effects, when the panel time period is longer than two years, taking the
example of standard gravity specification shown as Equation 4.34, the exogeneity test is

obtained by the following extended equation:

InXoqe =G+ By InYy + BolnEg + B3 InToge + BalnWog iz + Eoa 4.37

where W, ¢4, 1s a subset of 7,4 +4,. When the panel data is longer than 2 years, a test of
strict exogeneity using fixed effects is obtained by Equation 4.37. According to
Wooldridge (2010), we can carry out the test using fixed effect estimation under strict
exogeneity, 3,=0. If the two-year forward visit variables w,g ¢, are significant, 3, # 0,
it would mean that visits that have not happened are associated with current trade flow.
The significant lead visits is not consistent with a purely causal treatment effect of

diplomatic visits indicating the estimates suffer from endogeneity.

4.6.6 Regression for diplomatic visits and FDI

In the empirical analysis presented in chapter 8, the gravity equation is employed to
examine the relationship between diplomatic visits and OECD outward FDI to China. The
estimation equation for FDI study is Equation 4.33. Note that 7,; now means the bilateral
investment cost, which includes not only common trade cost variables, but also
incorporates foreign direct investment specific cost factors: trade openness for origin and
destination countries and the education level for origin and destination countries

following Blonigen and Piger (2014).

Another difference between the trade gravity estimation and the FDI estimation is the
dependent variable FDI,; refers to bilateral FDI stock or flow data which contain a large

portion of zeros, missing and negative records. I separately use FDI stock and FDI flow
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as dependent variable to investigate the impact of diplomatic visits on OECD countries’
FDI to China. FDI flows are much more likely to contain negative values than FDI stock
data. I treat those negative values as missing records and drop those observations as both
log-linear and PPML approaches are not able to analyse negative values of dependent

variable. '

4.7  Estimation design summary

In this study, we employ two econometric approaches: log-linear and PPML. Log-linear
gravity estimates tend to suffer from bias as with all constant elasticity models including
Gravity model because of the presence of heteroscedasticity. A PPML estimator is the
best performing estimator among the various multiplicative model approaches and it can
naturally deal with zeros and provides consistent estimates as long as the conditional
mean is correctly specified. We present both log-linear and non-linear results for
comparison although the PPML estimates are our preferred specification. Note that for
the non-linear regression the count visits variable can be used directly, while for linear
regressions I need to take logs of the number of visits plus 0.01 to avoid the log of zero

problem.

For each method, following Head and Ries (2010) we use four different specifications.
Starting with standard gravity model I incorporate common gravity control variables and
trade specific or FDI-specific control variables and year fixed effects. Based on the
standard gravity specification, the Country FE specification incorporates time variant

country fixed effects for China and the visiting and visited countries. The Lag DV

"1 also rescale the FDI data by adding a slightly larger integer than the absolute value of minimum FDI
record. The regression results are robust in this study.
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specification incorporates three years lagged dependent variables on the basis of Country
FE specification. And the Pair FE specification adds country pair fixed effects on the basis

of Country FE estimation.

Based on seriousness of these errors, Baldwin and Taglioni (2007) rank them into gold,
silver and bronze mistakes. Omitting multilateral resistance terms which are correlated
with trade cost terms is the gold mistake in the error ranking. The silver mistake is to
wrongly average trade flows. Correct practice is to use unidirectional trade flows by
taking log of the average trade flows instead of averaging the logs of trade flows. The
bronze-medal error is the inappropriate deflation of nominal trade values and GDPs of
trading economies. Both nominal and real term trade flow values are used in the literature.
For panel data the results are different when different deflators are used. In order to avoid
“gold, silver and bronze medal mistakes” I use nominal unidirectional bilateral trade
values and nominal GDP data and add time-varying country dummies, country pair
dummies in a structural gravity equation. In this thesis, I employ both log-linear least
squares and the PPML approach to estimate the impact of diplomatic visits on China’s

international trade and foreign direct investment.

We also allow the visit variables to have either a temporary or permanent impact on
China’s international trade. Since it is difficult to observe how long it will take for these
visits to have an impact on China’s trade, we make use of Head and Ries (2010) method
to fit the data by running 4 different lengths windows: one year, two years, four years and
permanent effect. The one year window denotes visits have impact on trade in the
calendar year when visits happen. The two years window adds the subsequent year

treatment to the year when the visit happens. The four years window adds the three
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subsequent years to the visit year and the permanent window length corresponds to visit

year until the end of the sample which is 2012 in our case.

The following chapters proceed as follows: the impact of diplomatic visits on China’s
trade with the 180 countries and regions are examined in Chapter 5. Then the impact of
diplomatic visits on trade is further investigated in Chapter 6 with African and OECD
respectively due to the heterogeneous attributes of trade partners. Chapter 7 presents the
effect of diplomatic visits on trade at section level. And in Chapter 8 the examination of

the impact of visits are conducted for outward FDI to China.

81



5 Diplomatic visits and China’s international trade

5.1 Introduction

As the largest emerging economy in the world, China has maintained remarkable growth
rate since its entering WTO in 2001. As a new global market growth polar, the claims and
activities of China’s government are expected to exert a significant impact on the global
market. Therefore, diplomatic visits between China and the rest of world have attracted

the spotlight for both political and economic purpose.

In this chapter, we examine the impact of Chinese leaders’ visits as well as the impact of
foreign dignitaries who have visited China on China’s international trade with 180
countries and regions. The total trade of 181 countries examined in this chapter accounts
for 98% of world international trade during the period of 2002-2012. Using log-linear and
PPML methods, baseline regressions and a series of robust checks have been undertaken

to measure the economic value of diplomatic visits.

5.2 Baseline regression

Employing three estimation strategies: log-linear, PPML keeping missing trade flow
records and PPML replacing missing trade flow records with zeros, the impact of Chinese
leaders’ overseas visits and foreign leaders’ visits to China have been investigated on
China’s exports and imports respectively. For each set of estimations, we report the visit
variable coefficients for four specifications: the standard gravity specification, Country
Fixed Effect specification, Lagged Dependent Variable specification and Pair Fixed
Effect specification. Even though the gravity model literature indicates theoretically all

of these four specifications can be applied to both log-linear and PPML, in our database,
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the convergence problem is experienced when incorporating Pair Fixed Effects with
PPML approach."” Hence, in the following estimates discussions, four specifications for
the log-linear method and three specifications for PPML method are presented in all of
our results tables. We only report one set of regression diagnostics for each specification
throughout the four window lengths, because the R* and root mean squared error of each
specification are the same for different window lengths to at least to two decimal places.
All of these visit treatment variables are estimated either as a dummy variable or a count

variable.

The results of the impacts of both levels of Chinese leaders’ visits where a visit on a given
year is represented by a dummy variable for China’s exports and imports are provided in
Tables 5.1 and 5.2 respectively. The impact of foreign leaders’ visits to China as dummy
variables on China’s exports and imports are presented in Tables 5.3 and 5.4. The count

visits estimates are shown in Tables 5.5 - 5.8.

5.2.1 The impact of diplomatic visits on trade

Table 5.1 presents the effect of Chinese President and Premier and Chinese ministers’
outward visits on China’s exports where a visit in a given year is represented by a dummy
variable. We include both two levels’ of visits dummies in one regression as it is believed
that both types of visits occur in one year and may interact with each other. Columns (1)
- (4) present the results for a standard gravity model, a time-variant Country Fixed Effect
model, a Lagged Dependent Variable model and a Country Pair Fixed Effects model under

log-linear approach. Columns (5) - (7) are the results using a PPML approach treating

'> We have tried several panel estimation methods for PPML, such as xtpoisson with fixed effects, xtpqml
and poi2hdfe, but none of them converges in the Country Pair Fixed Effect specification.
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missing trade flow records as missing. Columns (8) - (10) present the PPML estimates

with the missing trade flow are replaced with zeros.

Column (1) presents the standard gravity estimates. Both levels of visits have a positive
and significant impact on China’s exports for all of our 4 windows. Interestingly, the
magnitude of Chinese second level visit coefficients tends to be larger than those of the
Chinese President and Premier visits for all windows. However, the traditional standard
gravity results are potentially biased because it omits important country characteristic

variables.

Hence, in Column (2) we include Country fixed effects. All of the estimates are
insignificant and their magnitude reduce dramatically compared to standard Gravity
specification. The coefficients of Chinese first level visits appear to reduce in longer
windows while the magnitude of Chinese second level estimates tend to increase as the
window length grows. The inclusion of country fixed effect results in the first level visit
coefficients switching signs and significance, which suggests that the standard gravity
estimates suffer from bias. An increased R” and also a decreasing Root Mean Square Error
(RMSE) indicate that the Country FE specification fits the data better than the standard

gravity specification.

In Column (3) we incorporate three lagged dependent variables into the Country FE
specification. The coefficients on the one-year, two-year and three-year lagged dependent
variables are 0.44, 0.19 and 0.14 and are all significant at the 1% level. Because three
lagged dependent variables are not available for all observations, the number of
specification observations reduce significantly. However, the regression diagnostics are

found to be improved. Chinese first level overseas visits have a small negative impact on
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China’s exports but are only significant in the 4-year and permanent windows. Chinese

second level visits have a small, negative but insignificant effects.

In Column (4) instead of incorporating three years lagged dependent variables, we include
the country pair fixed effects in the Country FE specification. We find that Chinese first
level visits are significantly associated with a higher level of China’s exports with the
exception that Chinese first level visit in the permanent window. Chinese second level
visits estimates switch from positive to negative but remain insignificant for all of window

lengths.

Columns (5) - (7) present the results of our PPML estimations with missing exports
observations kept as missing. Column (5) reports the standard Gravity specification
estimates which are similar to those in Column (1). Chinese first level visits estimates are
general positive but are only significant in the first two windows while Chinese second
level visits exert a strong positive and significant impact on China’s exports. When we
incorporate time-varying country fixed effects into the standard Gravity specification, the
coefficients reduce and become negative in the longer window lengths and are generally
insignificant. The R* increases and RMSE decreases which illustrate that the Country
Fixed Effect captures some of the omitted variables compared to those of the standard
Gravity specification. Lag DV estimates in Column (7) are generally negative and of

mixed significance for both levels of Chinese visits.

Columns (8) - (10) present the estimates using PPML approach replacing missing data
with zeros. The reason to present these estimates is there is a large proportion of zeros in
the trade data and the PPML approach is able to include zero trade data into estimation.

These results are generally similar with the second group method PPML method keeping
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missing observations as missing. Lag DV specification show that both levels visits are
associated with a lower level of Chinese exports, which suggest that China exports less
to those countries more frequently visited by Chinese leaders and exports more to less
visited partners. These results make sense if Chinese visits are targeted to deliberately to

underperforming trade partners.

[Table 5.1 about here]

The impact of China’s outward visits on China’s imports are presented in Table 5.2. Using
the standard gravity approach, we find a strong positive and significant effect of Chinese
second level visits, a positive but insignificant effect of China first level visits. Both two
levels of Chinese visits are insignificant when we include time-varying country dummy
variables in the Country FE, Lag DV and Pair FE specifications. The PPML results with
missing records are shown in Columns (5) — (7). We find Chinese second level estimates
are positive and significant in the 4-year and permanent windows of the standard gravity
specification. In Column (7), Chinese second level visits are significantly associated with
lower imports in the Lag DV specification. The PPML results replacing missing
observations with zeros are similar to the results of PPML without replacement. The
regression diagnostics (adjusted R squared and RMSE) reveal that the Lag DV

specification performs best among these four specifications.

[Table 5.2 about here]

In Table 5.3, we examine the impact of foreign leaders’ visits on China’s exports. For the
standard gravity specification, we find a positive and significant relationship between
foreign leaders’ visits to China and China’s exports. When we incorporate country fixed

effects into Column (2) foreign second level visits coefficients become significant and
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negative in the first two windows. Foreign first level visits estimates are generally
insignificant. The Lag DV results in Column (3) are similar with those in Column (2)
after incorporating three lagged dependent variables. The Pair FE specification shows that
foreign first level visits have a small and insignificant impact while second level visits
are significantly associated with a lower level of China’s exports. Columns (5) — (7) and
Columns (8) — (10) present consistent results. The standard Gravity model results show
that foreign first level estimates are general insignificant impact except for foreign first
level visits are significantly associated with a lower level of Chinese imports in the
permanent window. Foreign second level visits are significantly associated with a higher
level of China’s exports. However, Country EF estimated in Column (6) and Column (9)
show that foreign first level visits have a negative and significant effect on China’s exports
in the first two specifications but the significance disappears in the longer windows. The
Lag DV results in Columns (7) and (10) are generally insignificant suggesting foreign
visits have no impact of China’s exports. The only difference between two PPML
treatments is in Column (10) foreign second level visits are negatively related with

China’s exports.

[Table 5.3 about here]

In Table 5.4, we investigate the impact of foreign leaders’ visits to China on China’s
imports. The gravity specification in column (1) shows that foreign leaders’ visits
significantly increase China’s imports. Controlling for the country fixed effects in
Column (2) all estimates reduce rapidly and become insignificant except for second level
visits have a positive and significant effect on China’s imports in permanent window.

After adding three lagged dependent variables in Column (3), all coefficients become
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insignificant. Country pair fixed effect results in Column (4) also shows no significant
effect except for second level visits in the permanent window remains to be positive and
significant. The PPML (missing) and PPML (zero) results are found to be similar with
each other. Only foreign second level visits have a positive and significant impact on
China’s imports in the standard gravity specification. In the next subsection, we consider
the impact of count visits on China’s trade. Count modelling is more accurately capture

the impact of visits when multiple visits occur within a given year.

[Table 5.4 about here]

5.2.2 The impact of the number of visits on trade

To take into account the multiple visits in a single year, we generate count variables of
Chinese leaders’ visits and foreign leaders’ visits. In our log-linear models, we take logs
of the count number for consistency with other control variables. In the situation no visits
between a country pair in one year, the count visit will be zero and taking logs is
problematic. Hence, we add the 0.01 to the number of all the visits to avoid the missing
observation after taking logs. We also make use of log-linear specifications and three
PPML specifications for both keeping missing observations and replacing missing

records with zero treatments. The results are reported in Tables 5.5 - 5.8.

Table 5.5 presents the impact of count estimates of Chinese visits on China’s exports.
Column (1) shows both levels of Chinese visits estimates are positive and significant
throughout all windows. The magnitude of coefficients increases as the window length
grows but the coefficients are smaller than those associated with the dummy visit
counterparts. After including country fixed effects, we find Chinese first level visits

coefficients are generally insignificant. Further including three lagged dependent
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variables, we find that Chinese first level visits have a small negative and significant
effect on China’s exports while Chinese second level visits have no effect on China’s
exports. The results of Pair FE specification in Column (4) are general insignificant
except for Chinese first level estimate is positive and significant in the 1-year window.
PPML results again are found to have similar estimates. In Column (5) and Column (8),
both levels of Chinese visits are able to stimulate China’s exports. Country FE estimates
in Column (6) and Column (9) show that Chinese visits have no significant impact on
China’s exports. Pair FE estimates in Column (7) and Column (10) show that both levels

of Chinese visits have a negative and significant impact on China’s exports.
[Table 5.5 about here]

Tables 5.6 to 5.8 tell a same story with their counterparts in Table 5.2 to 5.4. The goodness
of fit (R%) in each specification is also similar to previous regressions. The coefficients

have same sign but tend to be smaller in magnitude.
[Tables 5.6, 5.7 and 5.8 about here]

In summary, for both log-linear and PPML approaches, the Gravity specification fails to
control for unobserved country characters and lead to biased estimates. Hence, we do not
address the endogeneity issue completely, but we can obtain the upper and lower bounds
of true estimations and the real value is likely to lie somewhere in between. The results
for the Lag DV are generally negative and sometimes significant, while the results of Pair
FE are mainly insignificant but with some mixed signs. Unfortunately, the Pair Fixed
Effects cannot converge using PPML with our dataset. In next stage we undertake
exogeneity tests to find the preferred specification among the specifications that do

converge.
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The reasons we only list the visits estimates of gravity equation are as follows. First, the
estimates of diplomatic visits on trade are particularly the analysis of interest in this
research. Second, there are a large number of visits estimates as a result of multi-level
visits classification and four window years, we only list and discuss the visits estimates
in previous section. The complete gravity equation estimates are listed in Appendix Table

A2.

5.3  Strict exogeneity test

Following the strict exogeneity test discussed in the Methodology chapter, we add a two-
year lead visits in the gravity equation. If the lead visits estimates are significant which
indicates there may exist a causal relationship between the diplomatic visits and
international trade. We report both dummy and count visits exogeneity test results for
exports and imports. As PPML is more advantageous than log-linear method, we only
discuss the PPML estimates exogeneity test results for exports and imports, which are

presented in Tables 5.9 and 5.10 respectively.

The PPML exogeneity test results for exports are presented in Table 5.9. As suspected the
Gravity specification estimates suffer from endogeneity since Chinese second level
leaders’ forward visits and foreign second level leaders’ forward visits are both significant
at the 1% level for both dummy and count variables. Incorporating time variant country
fixed effects, Country FE specification estimates are still weak endogenous indicated by
foreign second level count forward visits being significant at the 10% confidence level.
The exogeneity cannot be rejected for the Lag DV specification estimates in all of these

four group of examinations.

[Table 5.9 about here]
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Table 5.10 presents the PPML exogeneity test results for imports and the results are mixed.
For the dummy visits, we notice Chinese second level leaders’ dummy visits are
significant at 5% level in the Country FE and Lag DV specifications. In addition, the
exogeneity cannot be rejected for first level leaders’ visits. Foreign first level visits fail
to pass the exogeneity test being statistically significant at the 10% level for all of three
specifications. Considering the count visits we find that all three specifications pass

exogeneity test on China’s imports.

[Table 5.10 about here]

Combing the results of strict exogeneity tests and the regression diagnostic, the Lag DV
is our preferred specification as its goodness of fit (R-squared) is the largest and has the
best performance in the exogeneity tests although not perfectly exogenous to trade flows.
Therefore, our baseline regression conclusion are drawn on the basis of Lag DV estimates.
We find the results are similar when using dummy visits or count visits: Chinese first
level visits have a small, negative and significant effect on China’s exports in the one-
year and two-year window lengths. As the window length increases, both levels of
Chinese visits become insignificant. Chinese leaders’ visits exert a negative and
significant impact on China’s imports only in the 2-year window. Foreign leaders’ multi-
level visits appear to have small, negative and mainly insignificant impacts on China’s

exports and imports.

As baseline regressions which examine the impact of diplomatic visits on China’s exports
and imports do not consistently pass the strict exogeneity tests. As suggested by two
examiners, the reverse causality regression is able to test whether the lagged trade flow

has an impact on diplomatic visits. I use the preferred PPML estimator as it could get the
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consistent estimates even in the heteroscedasticity and include the zero value of
dependent variable naturally into the estimation. The reasons I choose to run one-year
lagged trade flow on count number of diplomatic visits are: firstly, the more year of lagged
trade flow, the fewer observations left due to data availability; second, the count number
of diplomatic visits incorporate more information than the dummy of diplomatic visits.

The results of reverse causality regression are presented in Tables A3 and A4.

[Tables A3 and A4 are here]

The results of reverse causality regression of lagged one-year exports on diplomatic visits
between China and 180 countries are presented in Table A3. The insignificant estimate of
lagged trade flow in the reverse causality regression indicates the prior one-year trade
flow is not statistically correlated with current diplomatic visits, which also suggests
diplomatic visits is not correlated with error term in the baseline regression. All of these
lagged exports estimates are insignificant on the number of diplomatic visits, which
indicates the baseline regression estimates of diplomatic visits on trade are free of the bias

from reverse causality.

Table A4 lists the results of reverse causality regression of lagged one-year imports on
diplomatic visits between China and 180 countries. The estimates of one-year lag of
Chinese imports are negative and significant on the number of both levels of Chinese
visits while they are insignificant on the number of foreign leaders’ visits to China. We
know that if the estimate of one-year lagged trade flow in the reverse causality regression
is positive and significant, current diplomatic visits are positively correlated with the
lagged trade flow in the reverse causality regression and the error term in the baseline

regression, then the baseline estimate of diplomatic visits is biased upward. Likewise, if
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the reverse causality estimate of lagged trade flow is negative and significant, current
diplomatic visits are negatively correlated with the lagged trade flow in the reverse
causality regression and the error term in the baseline regression, then the baseline
estimate of diplomatic visits is biased downward. These negative and significant
estimates of lagged imports flow suggest the baseline estimates of diplomatic visits are
biased downward. Recall the preferred baseline regression estimates of Chinese
diplomatic visits on China’s imports of the one-year window in Column (7) of Table 5.4
are small, negative and insignificant, now we know those estimates are downwardly

biased.

5.4 Combined specification

Even though the estimates of Country FE, Lag DV and country pair FE are found to be
more approaching to the true estimates, the Lag DV specification are not able to fully
capture all of the unobserved country pair relations and Pair FE specification may suffer
from bias if diplomatic visits are stimulated by a reduced international trade flow.
Following previously discussed combined specification methodology in Chapter 4,
therefore, we incorporate one-year lagged dependent variable in within-group

transformed Pair FE using the method proposed by Nickell’s (1981).

Estimates of combined specification of Chinese visits and China’s exports are shown in
Table 5.11. The upper bound of true value p known as the single lagged dependent
variable estimate in Column (1) is 0.529; the value of p known as the within-group
transformed single lagged dependent variable in Column (3) is 0.181; § for Chinese first
level visits and second level visits of combined regression in Column (3) are -0.006 and

-0.002 respectively and 8 for Chinese first level visits and second level visits in auxiliary
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specification in Column (4) are -0.007 and -0.004 respectively. According to Equation
4.17, the impact of Chinese first level leaders’ visits on China’s exports is -0.004 (-0.004=
-0.006+(-0.007) * (0.181-0.529)). The impact of Chinese second level leaders’ visits on

China’s exports is -0.0006 (-0.0006= -0.002-+(-0.004) * (0.181-0.529)).

[Table 5.11 about here]

Similar to Table 5.11, we also carry out the other groups of estimations. Table 5.12 lists
the combined results of China’s outward visits and China’s import. We calculate the
estimate for Chinese first level visits is -0.008 and Chinese second level visits is 0.016.
Combined results for foreign leaders’ inward visits to China’s trade are revealed in Tables
5.13 and 5.14, the calculated impact of foreign first level and second level visits on
China’s exports are 0.014 and 0.0003 respectively. Foreign first level visits impact on
China’s import is -0.029. The only significant combined estimate is foreign second level
leader visit on China’s import is 0.056, which indicates one percentage change of foreign
leaders’ visit to China, China’s imports will increase by 0.056 percentage change of
China’s imports. The combined specification estimates also indicate that the impact of

Chinese leaders’ visits have no significant impact on China’s exports pattern.

[Tables 5.12, 5.13 and 5.14 about here]

The only significant combined estimate is foreign second level leader visit on China’s
import is 0.056, which indicates one percentage change of foreign second level leader’s
visit to China will increase China’s imports from the visiting country will by [exp(0.056)-

1] percent = 0.0576%.
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We take the example of diplomatic visits and trade in 2012 as the “back-of-the-envelop”
analysis. Foreign second level visits to China was 71 in 2012 and 60 in 2011, therefore,
foreign second level visits to China increased by (71-60)/60*100 percentage= 18.33%.
Our estimates of foreign second level visits on China’s imports is 0.0576% suggesting

foreign second level visits had increased China’s imports by 18.33*0.0576%=1.0558%.

Also we know that in 2012 China surpassed the United States to become to the world’s
largest trading country in terms of sums of export and imports of goods and China’s total
goods imports reached 1817.83 billion US dollars (MOFCOM statistics). Then our
estimate suggests that foreign second level visits to China have increased China’s imports

by 1817.83 billion * 1.0558%=19.193 billion US dollars.

Even though Chinese government started to report its public budget and expense since
2009, it only provides the aggregated expense for overall diplomatic activities for both
outbound and inbound visits between China and the rest of world. As we have introduced
in the data descriptive section that most of diplomatic visits are reciprocal and the visits
occurred expense are paid by the host governments, it is plausible to assume a balanced
expense between country pairs that the cost of outward diplomatic visits roughly equals

to expense to accommodate inward diplomatic visits from other countries.

According to the costs revealed in the Department of Prime Minister and Cabinet
documents of Australia government, the total cost of food, entertainment, hotels, flights,
flowers, translators and flags for 13 visits by various foreign leaders and ministers

between mid-2014 and February 2015 came in at $1.75 million.'® We assume that other

o http://www.smh.com.au/federal-politics/political-news/the-18m-cost-of-entertaining-foreign-

dignitaries-in-australia-20150514-gh1g62.html
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countries’ government including Chinese government also provide and pay for
corresponding level of accommodation expense Australian state leaders and government
officials to China and the level of diplomatic visits expense is constant during 2012 and
2015. So the average expense for each of the diplomatic visits is 1.75/13 =0.1346 million
US dollars, and the total expense of 71 foreign second level visits to China is 0.1346 *

71=9.558 million US dollars.

Recall the estimated benefit of second level foreign leaders’ visits to China in 2012 is the
increase of 19.193 billion US dollars in China’s imports, the estimated cost of these
diplomatic visits are 9.558 million US dollars, this “back-of-the-envelop” analysis reveals
that the foreign second level visits to China are profitable to promote foreign exports to

China.

5.5  Year of 2004 Foreign Visits

Due to the suspect of endogeneity, we believe that foreign visits occurred in the year of
2004 are relatively more exogenous than that of other years in the period of interest for
two reasons. First, due to an outbreak of Severe Acute Respiratory Syndrome (SARS) in
China between November 2002 and July 2003, some foreign leaders and international
conferences organisers announced to cancel or postpone their visits to China. Chinese
government showed understanding and respect for these reschedules. According to
statistics, a total of 19 heads of states, leaders of government and other high-level
delegations adjusted the date to visit to China. In this case, we have a natural setting up
and a good reason to argue that in the year of 2004 the foreign visits to China are more

political driven and thus more exogenous to trade than any other year foreign visits.
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Second, the year of 2004 is the second year of Chinese government changing power when
new President Hu Jintao and new Premier Wen Jiabao were elected. Together with 7 other
members of Politburo Standing Committee, they are the core decision-making body of
Communist Party of China. Even though the inheritance is greater than the volatility of
China’s diplomatic policies, it is common to observe intensive high level contacts
between foreign countries and China after the change of government leadership. These
frequent high-level exchanges are believed to contribute to enhancing mutual trust,
reducing suspicion and misjudgement and developing new relation between China and

the visiting country.

Moreover, we do observe a huge spike in the number of foreign leaders visit to China in
2004 compared to the other years during the period of interest. Now we investigate the
2004 foreign visits impact on China’s international trade with 4 different window lengths.
In the l-year window length, we examine the year of 2004 foreign visits on cross-
sectional 2004 trade data. In the two-year window length, the year of 2004 foreign visits
effects last for two years with 2004-2005 trade data. Similarly, in the four-year window
length, year 2004 foreign visits exert the same impact for 2004-2007 on the corresponding
period trade data. The same rule applies to permanent window on the period 2004-2012.
We use year 2004 foreign visits as untypical solution to deal with the endogeneity and the

results are listed in Tables 5.15 - 5.18 for both dummy and count treatment visits.

Presentation of Tables 5.15 - 5.18 are different with that of baseline regression tables. The
greater window length corresponds to larger number of observations. Therefore, we list
each window length observation number and R-squared. Focusing on the preferred

specification, the Lag DV in PPML, the very first time we find that foreign first level
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visits have positive and significant on China’s exports at 5% level of significance for the
permanent window length. Foreign second level visits are consistently insignificant in all
the four window lengths. Both levels of foreign visits to China have positive but
insignificant effect on China’s imports. These results also illustrate the distinct

characteristics of year 2004 foreign visits compared with other diplomatic visits.

[Tables 5.15 - 5.18 about here]

5.6 Robustness checks

The baseline regression results indicate that Chinese diplomatic visits are accompanied
by a decreasing China’s exports and foreign leaders’ inward visits have no effect on
China’s exports and imports. This conclusion is not in line with the general expectation
that diplomatic visits aiming to build intimate political relations and then to boost bilateral

economic activities, most obvious reflected with international trade.

In this section, we perform a series of robustness checks, namely mirror data, number of
traded products, economic related visits and greater China treatment, for both Chinese

visits and foreign visits on China’s exports and imports.

In the first robustness check, we use mirror data instead of reported data to test whether
and to what extent missing records change PPML estimates. Mirror data is the data
reported by partner countries when countries do not report their trade data to UN
COMTRADE. Therefore, mirror data observation is greater than that of reported data
because the south to south trade and south to north records are available when mirror data
is used. In order to avoid hybrid data composition, we use pure mirror data as a kind of

robustness check to find whether the unreported trade issue will change our conclusion.
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Besides the baseline regressions examine the impact of diplomatic visits on the value of
China’s exports and imports, in the second robustness check, we investigate the effect of
diplomatic visits’ on the number of China’s exported and imported products. By doing
this, we can identify the extensive margin of the relationship between diplomatic visits
and China’s international trade and evaluate the impact of diplomatic visits in another

dimension.

We argue that the majority of general diplomatic visits are political driven, it is important
to evaluate the impact of economic related visits on China’s trade with the world.
Therefore, in the third robustness check, we try to figure out whether and by how much
economic related visits affect China’s bilateral trade. The economic related visits are the
visits leaded by the ministers of commerce, economy, finance and the visits leaded by
other leaders but related with economy, trade, investment and commercial cooperation.
Then we can compare the impact of general diplomatic visits and economic related visits

on China’s trade.

The final robustness check focuses on the unmatched treatment of trade and visits data
among mainland China, Hong Kong and Macao. UN COMTRADE database regards
mainland China, Hong Kong and Macao as three separate exporters or importers. While
China’s ministry of foreign affairs yearbooks do not contain the diplomatic visits among
mainland China, Hong Kong and Macao because the last two are the Special
Administrative Regions of People’s Republic of China. Incorporating Hong Kong and
Macao trade statistic, population and GDP into mainland China, we examine the general

international diplomatic visits on the Greater China trade data.
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As discussed in previous sections, the PPML Lag DV specification is the selected as the
preferred specification in this study, therefore, only the PPML Lag DV estimates are
presented in the summary results tables together with the baseline results and 2004 foreign
visits estimates which are listed for comparison. The summary results for dummy visits
are reported in Tables 5.19 and 5.20 and the count visit estimates are shown in Tables 5.21

and 5.22.

5.6.1 Robustness checks of diplomatic visits and China’s exports

Table 5.19 presents the summary results of dummy visits on China’s exports with the left
panel showing Chinese overseas visit estimates of baseline regression and four groups of
robustness checks. The baseline regression in Column (1) shows that both levels of
Chinese visits are negatively associated with China’s exports. With a larger observation
number in Column (2), mirror trade data estimates show that both levels of Chinese visits
have a negative and significant impact on China’ exports except for the significance of
Chinese first level visits disappears in 1-year and permanent windows. These mirror data
estimates show that the baseline regression conclusion won’t be affected by the missing
reported trade data. The impact of Chinese visits on the number of China’s exported
products to the world in Column (3) show that Chinese first level visit estimates switch
from negative and insignificant in the 1-year window to positive and significant at the 10%
level in the permanent window, while Chinese second level visits coefficients are
generally negative and statistically significantly different from zero in the first three
windows. This robustness check show that Chinese visits significantly reduce the number
of Chinese exported products in the short run but have a weak positive impact in the long
run. In Column (4) we find that Chinese first level economic related visits are significantly

negatively associated with China’s exports. While Chinese second level economic related

100



visits have no impact. The economic related visits results are similar with those of general
diplomatic visits. With greater China treatment, estimates in the last robustness check still
tell a similar with the baseline regression: China’s first level visits have negative effect
on China’s exports in the 2-year and 4-year windows and China’s second level visits are
significantly negatively related with China’s exports for all windows. Among these
robustness checks, except for Chinese first level visits appear to have a weak positive on
the number of Chinese exported products, we find the baseline regression results are

robust.

The right panel of Table 5.19 lists the estimates of foreign leaders’ visits to China on
China’s exports. Generally negative and insignificant estimates of both levels of foreign
visits are found for baseline regression in Column (6). 2004 foreign visits in Column (7)
show that 2004 foreign first level visits are generally positive and are significant in the
permanent window and second level visits are generally negative and insignificant. The
estimates of four groups of robustness checks are shown in Columns (8) — (10). Both
levels of foreign visits estimates are generally negative with mixed significance, indicate
foreign visits to China have negative impact on China’s exports. The robustness checks

results are more significant than those of baseline regression.

[Table 5.19 about here]

5.6.2 Robustness checks of diplomatic visits and China’s imports

The summary results of diplomatic visits on China’s imports are shown in Table 5.20. The
left panel reports Chinese visits estimates for China’s imports. In Column (1), Chinese
visits have negative and insignificant impact on China’s imports except for the second

level visits are significantly associated with a lower level of China’s imports. Using the
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mirror imports data in Column (2), Chinese visits have negative and significant impact
on China’s imports. Column (3) shows that Chinese first level visits have negative and
significant impact on the number of China’s imported products and the significance
disappears in the permanent window. Estimates in Column (4) show that the economic
related visits have no impact on China’s imports. The greater China treatment also does

not change the estimate of Chinese visits impact on China’s imports.

In the right panel of Table 5.20, we find no significant estimates of foreign visits to China
on China’s imports in the baseline regression. In Column (7) the 2004 foreign visits
estimates are generally positive but insignificant in all window. The results of robustness
check using mirror data in Column (8) show that foreign visits are significantly associated
with China’s lower imports in the first two windows. For the number of imported products
in Column (9), foreign visits to China estimates switch from negative and significant in
the 1-year and 2-year windows to positive and significant in the permanent window for
the number of China’s imported products. Similarly in Column (10), we find foreign
economic related switch from negative and significant to positive and significant as the
window grows. The last robust check address the concerns on Hong Kong and Macao, no

significant impact is found for the foreign visits on China’s imports.

[Table 5.20 about here]

The count of diplomatic visits summary estimates are reported in Tables 5.21 and 5.22 ,
which tell a same story as their dummy counterparts with similar sign but a smaller

magnitude of coefficients.

[Tables 5.21 and 5.22 about here]
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After reviewing the results of robustness checks, the baseline regression results appear to
be generally robust. Regressing on mirror data instead of reported trade data, diplomatic
visits estimates have general the same sign but are more significant, which indicates the
results are robust in terms of the proportion of missing trade data. The extensive margin
investigation of diplomatic visits are reported by the number of exported or imported
products, we find diplomatic visits estimates have the similar signs but are more
significant compared to those of baseline regression. In the third robustness check, the
economic related visits estimates have the same sign and are also more significant than
baseline regression. The final robustness taking into account the greater China issue
verifies that the baseline regression estimates are robust in terms of whether greater China

effect are included or not.

5.7 Conclusions

Among the tremendous amount of empirical research examining the role of trade friction
on trade flow, this is the first study to analyse the impact of multiple-level Chinese leaders’
visits and multiple-level foreign leaders’ visits to China on China’s exports and imports
by employing two methods log-linear and PPML. Log-linear gravity estimates tend to be
biased because of presence of heteroscedasticity even when controlling for exporter and
importer fixed effects. The PPML approach is capable to deal with the large number of
zeros observed in international trade data and to get consistent estimates with the
condition that the conditional mean is correctly specified. Therefore, PPML results are

the preferred estimates.

Consistent with the previous literature findings, our standard gravity specification

estimates indicate that the general diplomatic visits significantly promote bilateral trade.
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However, the standard gravity specification suffers from severe bias as it omits
multilateral resistance terms. We include time variant country fixed effect for visiting and
visited countries and time invariant for the other exporters and importers to construct the
Country FE specification. We also incorporate three years lagged dependent variables or
country pair fixed effects to estimate specifications with Lag DV and Pair FE respectively.
Combining the results of exogeneity tests and the diagnostic statistics, the Lag DV is our
preferred specification as it has the best performance in the exogeneity tests although with

some mixed results.

In the baseline regressions with visits measured either as dummy or count number, we
find that Chinese first level visits have a small, negative and significant effect while
Chinese second level visits have a small, negative but insignificant effect on China’s
exports. Chinese leaders’ visits generally have no impact on China’s imports except that
Chinese second level visits are negatively associated with imports. Foreign leaders’ multi-
level visits have a small, negative and mainly insignificant impact on China’s exports and
imports in shorter window lengths and a small, positive and still insignificant impact in
the permanent window lengths. These results do not support the common government
statements or social comments on fruits reached by diplomatic visits on China’s
international trade. Due to potential endogeneity bias, we perform a test where we only
consider foreign visits in the year 2004. We believe that foreign visits occurred in 2004
are relatively more exogenous than that of other years in the period of interest as a result
of the outbreak of SARS and the change of power in Chinese government in the year
2003. Results based on this specification show that foreign first level visits exert positive
and significant impact on China’s export at 5% significance level. Another treatment to

deal with endogeneity is using the combined specification. The only significant combined
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estimate is foreign second level leader visit on China’s import is 0.056, which indicates
one more foreign leaders’ visit to China, China’s imports will increase by 0.056 million

(56,000) US dollars.

We perform a number of robustness checks to address the concerns that may change the
estimates and lead to different conclusions. In the first robustness check we make use of
the trade mirror data instead of reported data, the conclusions are robust to that of reported
trade data. Second, we examine the general diplomatic visits on the number of exported
and imported products. In the third robust check, we only consider economic related visits
and then investigate the impact of economic related visits on China’s trade, the results are
similar with those obtained with the general diplomatic visits. The final check focuses on
the unmatched treatment of trade and visits data among mainland China, Hong Kong and
Macao. Incorporating Hong Kong and Macao trade statistic, population and GDP into
mainland China, we find similar results of greater China treatment with the baseline

estimates.

In summary, we can conclude that Chinses leaders’ overseas visits are negatively
associated with China’s exports and foreign leaders’ visits to China have no effect on
China’s international trade. Our results suggest that general diplomatic visits are not an
efficient tool to stimulate bilateral trade. In the next chapter, we examine the impact of
diplomatic visits on China’s international trade by region, the African countries and the

OECD member countries, to take into account of the heterogeneity of partner countries.
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6 Diplomatic visits and China’s trade by region

6.1 Introduction

Results presented in Chapter 5 show that there is little evidence that diplomatic visits are
able to promote China’s international trade with its trading partners. The absence of
significant impact of diplomatic visits may be due to the heterogeneity across trading
partners. In this Chapter we explore whether diplomatic visits to and from China have
different effects for different groups of trading partners. More specifically, we focus on
the relationship between diplomatic visits and China’s trade with two relatively
homogenous groups of countries: African countries and OECD countries. The related
literature review, data description and methodology for African sample and OECD sample
have been discussed in previous chapters. The rest of this chapter proceeds as follows.
Section 2 examines the impact of diplomatic visits on China’s trade with the Africa
continent. Section 3 presents the estimates of diplomatic visits on bilateral trade between
China and the OECD. The baseline regressions are discussed first and are followed by a
strict exogeneity test, combined specification estimation, 2004 foreign leaders’ visit

estimations and a series of robustness checks. Section 4 concludes.

6.2 Diplomatic visits and China’s trade with African

The economic interactions between China and the Africa continent have a long history.
Until recently, the burgeoning engagements of trade, investment and aid make China
become a major economic partner of Africa. China become the largest trade partner of

Africa since 2009. The international trade between China and Africa has grown rapidly
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from 9.14 billion US dollars in 2002 to 145.8 billion US dollars in 2012 with the average
growth rate of 28.6%. In addition, China further opens its gate to African Least
Development Countries (LDCs) from 440 zero tariff treatment for exported items from
LDCs in 2006 to more than 95 percent of export value and 60 percent of LDCs exported

commodities in 2010.

High frequency diplomatic visits between the high profile leaders are made to build the
strategic cooperation partnership between China and Africa. The state visits of then
Chinese present Hu Jintao to Egypt, Gabon and Algeria in January 2004 expressed
China’s willing to further promote various fields’ cooperation and to explore a suitable
path for the South-South development.'’ Earlier than that, then Chinese Premier Wen
Jiabao visited Ethiopia and attended the second Ministerial Conference of China-Africa
Cooperation Forum in December 2003, he proposed to promote further development of
China-Africa traditional friendship through mutual support and to jointly meet the
challenges of globalization through coordination of positions.'® The hypothesis is that the
diplomatic visits are supposed to build bilateral trust, reduce communication barrier and
promote economic interactions between China and counterpart countries. In this section,
we intend to examine the impact of diplomatic visits on China’s trade with the visited or

visiting African countries.

6.2.1 Baseline regression

In the baseline regression, log-linear and PPML and four specifications: standard Gravity,

Country FE, Lag DV and Pair FE, are employed to examine the impact of diplomatic

"7 Source comes from Xinhua News, http://www.xinhuanet.com/english/hjtcf200401/
'8 Ministry of Foreign Affairs of the People’s Republic of China,
http://www.fmprc.gov.cn/mfa_eng/topics_665678/wenvisituscaeth 665910/t56252.shtml
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visits on China’s trade with Africa. For each specification, I test four different lengths of
visits durations with the same impact exerted by 2004 visits. Diplomatic visits enter in

the regression in the form of a dummy or a count variable.

Table 6.1 presents the effect of Chinese visits on China’s trade. Columns (1) - (4) present
the results of log-linear approach with a standard gravity specification, a time-variant
Country FE specification, a Lag DV specification and a Country Pair FE specification
respectively. Using a PPML approach, Columns (5) - (7) are the results of standard gravity
specification, Country FE specification and Lag DV specification. As there is no
significant difference between the estimates using PPML where the missing records are
considered missing and the estimates that missing records are replaced with zeros, I only

discuss the PPML missing results.

Both levels of Chinese visits in Column (1) have a positive and significant impact on
China’s exports to Africa and the magnitude of coefficients tend to be larger as the
window length grows. However, the standard gravity specification estimates are
potentially biased as the standard specification omits important variables related to
bilateral trade. When I include country fixed effects for China and the visited or visiting
African countries into the standard gravity specification (shown in Column (2)). As a
result of adding these country fixed effects, all of the estimates are reduced in magnitude
and become insignificant except for Chinese first level visits coefficients. In column (3),
after incorporating three years lagged dependent variables into the Country FE
regressions, the estimates are generally positive but insignificant except for Chinese first
level visits coefficients which are significant at 10% level. The Pair FE estimates in

Column (4) have lower levels of magnitude and are all insignificant.
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The results of PPML estimations are presented in Columns (5) - (7). Both levels of
Chinese visits estimates are general positive but insignificant except for Chinese second
level visits in the permanent window which appear to be significantly associated with

Chinese higher exports to Africa.

[Table 6.1 about here]

The results for estimates of the impact of China outward visits on China’s imports from
Africa are shown in Table 6.2. Using the standard gravity approach in Column (1) we find
Chinese first level visits estimate switches from negative and insignificant to positive and
significant as the window length grows and the second level visits exert a strong positive
and significant impact on China’s imports from Africa. In Column (2), both estimates are
insignificant after controlling for country fixed effects. The Lag DV specification
estimates in Column (3) show that Chinese visits have negative and significant impact on
China’s imports in 1-year and 2-year windows. The Pair FE estimates are of mixed sign
but insignificant throughout the four window lengths. The PPML standard gravity
specification show that Chinese first level visits estimate is negative and significant in the
2-year window and Chinse second level visits have positive and significant impact in the
1-year window, both of which are significant at 10% level. After incorporating country
fixed effects in Column (6) and further incorporating three lagged dependent variables,
we find negative and significant estimates of Chinese both levels’ visits on China’s

imports.

[Table 6.2 about here]

Table 6.3 presents the results of African visits to China on China’s exports to Africa. The

log-linear gravity specification estimates in Column (1) indicate both levels of African
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visits are significantly associated with Chinese higher exports. Controlling for country
fixed effects in Column (2), the significance of both levels of African visits disappear
except for the positive effect of African first level visits estimates in the 4-year and
permanent windows. After incorporating three lagged dependent variables and country
pair fixed effects In columns (3) and (4), only find significant estimates for African second
level visits estimates in Column (3) and African first level visits’ estimate of Column (4)
in the permanent window. Columns (5) - (7) present the estimates using PPML approach.
In Column (5), African first level visits estimates are positive and significant across the
four windows and African second level visits are positive but insignificant. After
incorporating country FE in Column (6), African first level visits significantly increase
China’s exports in the longer windows (4-year and permanent window), African second
level visits estimates switch from negative and significant in the 1-year window to
positive and insignificant in the permanent window. Lag DV specification in Column (7)
show that African second level visits estimates switch from negative and significant in

the 1-year and 2-year windows to positive and significant in the permanent window.

[Table 6.3 about here]

In Table 6.4 I examine the impact of African visits on China’s imports from Africa. For
the standard gravity specification, we find a positive and significant relationship between
both level visits and China’s imports in the 4-year window. When we incorporate country
fixed effects into the gravity equation, African first level visits are significantly associated
China’s higher imports from Africa. The Lag DV results in Column (3) show that African
second level visits have a negative and significant impact on China’s imports in the 4-

year window. The Pair FE specification estimates in Column (4) show that African first
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level visits increase China’s imports from African countries. In Column (5), we find both
levels of visits are positive and significant for all windows, except the first level visits in
the permanent window and the second level visits estimate in the 4-year window. After
controlling country fixed effects, some negative and significant estimates are found in
longer windows. The Lag DV specification in Column (7), African second level visits are
significantly associated with a lower level of China’s imports in the 2-year and 4-year

windows.

[Table 6.4 about here]

Tables 6.5 to 6.8 take into account multiple visits in a single year. Compared to their
dummy counterparts, the count visits estimates have a similar impact but tend to be of a

slightly smaller magnitude.

[Tables 6.5, 6.6, 6.7 and 6.8 about here]

6.2.2 Strict exogeneity test

We perform the strict exogeneity test for diplomatic visits on China’s trade with African
countries following the strategies discussed in the methodology chapter: two year lead
diplomatic visits are incorporated in the baseline regression. Significant lead visits
indicate a causal relationship between the current trade flows and the visits that have not
occurred and signal an endogeneity issue between diplomatic visits and trade flows. As
the dummy visits and the number of visits exogeneity tests give a similar conclusion, we
only discuss the number of visits exogeneity test results which are presented in Tables 6.9

and 6.10.
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Table 6.9 presents the results of strict exogeneity test for the number of visits on China’s
trade with Africa. The upper panel lists Chinese visits and their two-year lead visits
estimates. For log-linear estimates, we find both levels lead visits estimates in Column (1)
are significant at the 1% level and Chinese second level lead visits estimates are
significant in Column (2) at the 10% level. Both levels’ lead visit estimates in Columns
(3) and (4) are insignificant which indicate the exogeneity cannot be rejected for the Lag
DV and Pair FE specifications. The PPML estimates are shown in Columns (5) — (7). We
find none of these three specification estimate passes the exogeneity test as Chinese
second level lead visits in Column (5), both levels lead visits in Column (6) and Chinese

first level lead visits in Column (7) are significant.

The lower panel lists the results of the African visits exogeneity test. For log-linear
estimates, except for the African lead visits estimates are significant in the standard
gravity specification, the exogeneity cannot be rejected for Country FE, Lag DV and Pair
FE specifications. For PPML estimates in Column (5) — (7), we find the exogeneity cannot
be rejected for the Lag DV specification as both levels of African lead visits are

insignificant.

[Table 6.9 about here]

The strict exogeneity test results of diplomatic visits and China’s imports from Africa are
presented in Table 6.10. We find for Chinese visits, all of the specifications successfully
pass the strict exogeneity test except for Pair FE using log-linear approach in Column (4).
In the lower panel, the exogeneity cannot be rejected except for Country FE using PPML

approach in Column (6).

[Table 6.10 about here]
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In summary, we can reject the exogeneity for the diplomatic visits of the standard gravity
specification and Country FE specification. Mixed exogeneity results are found for Lag
DV and Pair FE. Considering the results of the exogeneity tests and the diagnostic
statistics in the baseline regression, although with some mixed exogeneity test results, the
Lag DV is our preferred specification as its goodness of fit (R-squared) is the largest and

has the best performance in the exogeneity tests.

6.2.3 Combined specification

Following previously discussed combined specification methodology in chapter 4 we
incorporate a one-year lagged dependent variable in the within-group transformed Pair

FE. The estimates of diplomatic visits on trade are obtained based on Equation 4.17.

Estimates of the combined specification of Chinese visits and China’s exports are shown
in Table 6.11. The upper bound of the true value p known as the single lagged dependent
variable estimate in Column (1) is 0.590; the value of p known as the within-group
transformed single lagged dependent variable in Column (3) is 0.0898; 3 for Chinese first
level visits and second level visits of combined regression in Column (3) are 0.0104 and
-0.0105 respectively and 8 for Chinese first level visits and second level visits in the
auxiliary specification in Column (4) are 0.0143 and -0.0128 respectively. According to
Equation 4.17, the impact of Chinese first level leaders’ visits on China’s exports is 0.003
(0.003=0.0104+ (0.0143) * (0.0898-0.590)). The impact of Chinese second level leaders’

visits on China’s exports is -0.004 (-0.004=-0.0105 + (-0.0128) * (0.0898-0.590)).

[Table 6.11 about here]
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Similar to Table 6.11, we also carry out the other groups of estimations. Table 6.12
lists the combined results of China’s outward visits and China’s imports. We calculate the
estimate for Chinese first level visits to be -0.070 and Chinese second level visits to be
- 0.014. Combined results for African leaders’ inward visits to China’s trade are reported
in Tables 6.13 and 6.14, the calculated impact of African first level and second level visits
on China’s exports are 0.027 and -0.001 respectively. The combined estimate of African
first level visits impact on China’s import is 0.061 and African second level leaders’ visits
on China’s import is -0.011. As all of these combined specification estimates are small
and insignificant indicating that the impact of Chinese leaders’ visits rarely impacts on

China’s trade with Africa.

[Tables 6.12, 6.13 and 6.14 about here]

6.2.4 2004 African leaders’ visits to China

As we have discussed in previous chapters, the 2004 African leaders’ visits to China are
more likely to be exogenous relative to any other year during the period of analysis for
two reasons: first, as a result of the outbreak of SARS in November 2002, some African
leaders visits to China which were arranged to occur in 2003 had to be cancelled or
postponed until 2004. Secondly, the elections of the Chinese central government caused
diplomatic visits experiencing a spike between 2003 and 2004. Therefore, it is fair to say
that in the 2004 African visits to China were more likely to be politically driven and hence

more exogenous to bilateral trade.

The impact of 2004 African visits to China on China’s trade are examined in four different
window lengths: 1-year, 2-year, 4-year and permanent window. In the 1-year window, we

examine the African visits to China on a cross section China’s trade with African countries.
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In the longer windows, the influence of 2004 African visits exert the same impact over
two years (2004-2005), four years (2004-2007) and nine years (2004-2012). The Pair FE
specification does not apply because the 2004 African visits are time-invariant during the
period of analysis. The results of 2004 African visits to China on China’s trade are

presented in Tables 6.15 to 6.18.

[Table 6.15 about here]

In Table 6.16, we find the log-linear standard gravity estimates are generally positive and
the significance appears in the first level visits in the 2-year window and the second level
visits estimates in the 4-year and permanent windows. No significant estimate is found in
Column (2) after incorporating country fixed effects. In Column (3), the first level visits
are significantly associated with higher Chinese imports from African countries in the 2-
year and 4-year windows. The PPML estimates are presented in Columns (4) - (6).
Generally positive but insignificant estimates are presented in standard gravity
specification. In Column (5), positive and significant impact of first level 2004 African
on China’s imports. In Column (6), we find the first level 2004 African visits significantly

encourage China’s imports from Africa.

[Table 6.16 about here]

Tables 6.17 and 6.18 present the impact of the number of 2004 African visits to China on
China’s trade. As before we find almost identical signs and significance but smaller

coefficients compared to dummy visits estimates.

[Tables 6.17 and 6.18 about here]
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6.2.5 Robustness checks

In this section, we carry out four robustness checks: using mirror trade data instead of
reported trade data, examining the extensive margin of trade (the number of traded
products) not the total value of trade, evaluating the impact of economic related visits
instead of that of general diplomatic visits and taking into account of greater China
treatment. We discuss the estimates of robustness checks using PPML Lag DV

specification.

6.2.5.1 Robustness check of diplomatic visits and China’s exports to Africa

Table 6.19 reports the estimates of robustness checks together with baseline regression of
Chinese visits to African (the left panel) and African visits to China (the right panel) on
China’s exports to Africa. Column (1) shows that Chinese second level visits to Africa

significant increase China’s exports to Africa.

Evidenced by a large proportion of missing records in the African trade data, a particular
attention has been paid to the low quality of African reported trade data. Hence, mirror
data, the statistics reported by partner countries, are particularly useful when it is applied
for African trade studies. The most straightforward change is the number of observation
increases significantly when using the mirror data in comparison to using the reported
data. Therefore, in the mirror data robustness check, we verify whether the quality of the
trade data leads to different findings of diplomatic visits effect on China’s trade. In
Column (2), we find more positive and significant estimates of China outward visits,
especially in the longer windows than the benchmark study, which indicates that Chinese

leaders’ visits do promote Chinese exports to Africa.
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In addition to the examination of the impact of diplomatic visits on the value of China’s
exports and imports, in this robustness check, we investigate the impact of visits on the
number of exported and imported products to identify the impact of diplomatic visits’
impact on the extensive margins of China’s trade. The results are shown in Column (3).
No significant estimate is found, indicating that Chinese leaders’ visits have no significant

impact on the number of Chinese exported products to Africa.

As the third robustness check we identify the economic related visits as distinct from the
general diplomatic visits which is shown in Column (4). We find generally insignificant
estimates except Chinese second level economic related visits which appear to

significantly increase China’s exports in the permanent window.

In the final robustness check we merge mainland China, Hong Kong and Macao as a
whole instead of three separate regions. The impact of diplomatic visits on China’s trade
with Africa are investigated with the “Greater China” treatment introduced in the study.
Column (5) show that only Chinese second level outward visits have a positive and
significant impact on China’s total exports of mainland China, Hong Kong and Macao to

African countries.

Columns (6) - (11) reports the robustness checks of African visits to China. The baseline
regression in Column (6) show that African first level visits have no significant impact
on China’s exports. While African second level visits estimates switch from negative and
significant in the first two windows to positive and significant in the permanent window.
The 2004 African visits to China have mixed signs but insignificant impact on China’s
exports to Africa except for 2004 African first level visits are negatively associated with

China’s export in the 4-year window.
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The mirror data robustness check estimates are shown in Column (8). We find similar
estimates to our baseline estimates using reported data that African first level visits
estimates switch from negative and insignificant to positive and significant as the window
length grows while African second level visits have negative but insignificant impact on
China’s exports. Robustness estimates of African visits to China on the number of Chinese
exported products in Column (9) show that number of Chinese exported products has not
been significantly affected by African leaders’ visits to China. Column (10) reports the
robustness check of economic related visits on China’s exports. Estimates of economic
related African first level visits are negative and significant at the 10% level in the longer
windows. In contrast, African second level economic related visits significantly increase
China’s exports in the permanent window. In the greater China robustness check, we find
African first level visits estimates switch from negative and insignificant in the shorter
windows to positive and insignificant in the permanent window. In contrast, African
second level visits switch from negative and significant in the first two windows to

positive but insignificant in the permanent window.

[Table 6.19 about here]

6.2.5.2 Robustness check of diplomatic visits and China’s imports from Africa

The estimates of robustness check of diplomatic visits and China’s imports from African

are presented in Table 6.20.

The baseline results of the impact of Chinese visits on China’s imports from Africa are
shown in Column (1) indicate both levels of Chinese visits are significantly associated
with a lower level of China’s imports from African. Estimates of the mirror data

robustness check in Column (2) show that Chinese first level visits have generally positive
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but insignificant impact on China’s imports, while Chinese second level visits have
negative impact but is only significant in the 2-year window. These estimates give a
different conclusion from the baseline estimation. The impact of Chinese visits on the
number of Chinese imported products is shown in Column (3). Chinese second level visits
significantly increase the variety of China’s imports products from Africa. In Column (4),
both levels Chinese economic related visits are significantly associated with Chinese
lower imports especially in the longer windows. Column (5) estimates show that both
levels’ of Chinese visits have negative and highly significant impact on Greater China’s

imports from Africa for all of these four windows.

The right panel lists the robustness check of African visits to China on China’s imports
from African countries. Baseline regression estimates in Column (6) show that both levels
of African visits estimates are general negative but only African second level visits are
significantly associated with China’s lower imports from African in the 2-year and 4-year
windows. The 2004 African visits have positive and significant impact on China’s imports
from Africa, especially for African first level visits in the first three windows. Column (8)
both levels of African visits are generally negative and insignificant except for African
first level visits which are significant at the 10% level for the 1-year window. In Column
(9) for the number of China’s imported products, we find African first level visits are
significantly associated with less variety of China’s imports from African in the 1-year
window. In contrast, African second level visits significantly increase the variety of
China’s imports products in the permanent window. The economic related African visits
estimates are shown in Column (10). Both levels of economic related African inward
visits are negative and highly significant for all of the windows which indicates the more

African economic related visits to China, the lower China’s imports from Africa. The
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estimates in Column (11) show that both levels of African visits to China significantly

decrease China’s imports throughout all the windows.

[Table 6.20 about here]

The count visits robustness checks estimates are shown in Tables 6.21 and 6.22.
Compared to their dummy counterparts, they have similar signs and significance but with

smaller magnitude coefficients.

[Tables 6.21 and 6.22 about here]

The mirror data estimates tell a different story from the baseline estimates from above
discussion. With more observations and better quality, mirror data results also change
significantly. Mirror data estimates show that Chinese visits have positive and highly
significant on China’s exports to Africa. While for the other three groups of investigation,
we find generally insignificant estimates except for African first level visits estimate is
positive and significant, Chinese second level visits have negative and significant impact
on China’s exports and African first level visits have negative and significant impact on

China’s imports all at the 10% level.

The robustness checks of the number of products, economic related visits and greater
China treatment show the similar results with the baseline regression only for China’s
exports. In contrast, for China’s imports from the Africa we find these three robustness

checks have diversities with baseline regressions.

Chinese visits will increase China’s number of imported products to Africa while African
visits have negative impact in the 1-year window and become positive in the permanent

window. Chinese visits to African increase the number of China’s imported products from
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Africa indicating, which will benefit both sides of the trade as Chinese customers have

more African products and African expand its exported variety to China.

The economic related visits results are also different from those of baseline regressions.
Both Chinese economic related visits and African economic related visits have the same
impact that the more bilateral visits, the more Chinese exports to Africa and the less

Chinese imports from Africa.

Taking into account the greater China treatment, the estimates become more significant
than the baseline regression results, especially for China’s imports from the Africa.
Perhaps the trade between Africa and greater China (including Hong Kong and Macao)

trade are much more significantly affected by diplomatic visits.

6.3  Diplomatic visits and China’s trade with the OECD

The reasons to choose the OECD countries as another subsample in addition to the
African group of countries to examine the impact of diplomatic visits on a relative
homogeneous set of countries: first, the OECD are widely recognized as the
representatives of developed economies; second, some of OECD countries are Chinese
most significant trade partners. China’s sizable economy today can be credited to its

remarkable economic development of international trade.

The OECD is unquestionably the largest trade partner of China. Except for a slight decline
in 2009 the value of China’s trade with OECD grew steadily. According to the statistics
from the OECD, more than 50 percent of Chinese exports and 40 percent of Chinese
imports took place with OECD countries during the period from 2002 to 2012. The

intensive and extensive diplomatic visits between China and the OECD often catch the
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media highlight. Therefore, in this section, the relationship between diplomatic visits and

China’s trade with OECD are examined.

6.3.1 Baseline regression

The impact of Chinese visits represented by dummy visits on China’s exports to the
OECD are listed in Table 6.23. Columns (1) — (4) report the results for a standard gravity
specification, Country FE specification, Lag DV specification and Country Pair FE
specification. Columns (5) — (7) presents the estimates of visits using PPML approach.
The standard gravity specification in Column (1) shows that Chinese first level visits
estimates switch from negative and insignificant in the 1-year window to positive and
significant in longer windows, and second level visits estimates are generally positive but
only significant in the longer windows. Based on standard gravity specification we
include time-variant country fixed effects for China and all OECD countries because all
of these OECD member countries have visited China or been visited by China during the
period of analysis. However, we find no significant estimate in Country FE, Lag DV and
Pair FE specifications. Similarly, positive and significant estimates of Chinese visits are
found in the standard gravity specification using PPML in Column (5). However, after

incorporating country fixed effects, significance disappears for both levels visits estimates.

[Table 6.23 about here]

Table 6.24 presents the estimates of Chinese visits on China’s imports from the OECD.
In Column (1), the Chinese first level visit estimate is positive and significant at the 10%
level in the 4-year window. Chinese second level visits are significantly associated with
China’s higher imports in the first two windows. Results from the Country FE estimates

are reported in Column (2). Chinese first level visits are negative and insignificant in 1-
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year window and become positive and significant in the longer windows. In contrast,
Chinese second level visits estimates are insignificant for all of these windows. After
incorporating three years lagged dependent variables, only Chinese first level visits are
significantly associated with a higher level of China’s imports from the OECD. Estimates
in Column (4) show that Chinese first level visit estimates are positive and significant in
the longer windows even though country Pair fixed effects have been controlled for. In
contrast, using a PPML approach, both level visit estimates are insignificant which

indicates Chinese visits have no significant impact on China’s imports from the OECD.

[Table 6.24 about here]

The impact of OECD inward visits on China’s exports are presented in Table 6.25. In
Column (1), OECD first level visits are positive and significant in the 4-year and
permanent windows and OECD second level visits are generally positive but are only
significant in the 1-year and permanent windows. Country FE estimates in Column (2)
show that OECD first level visits have a negative and significant impact on China’s
exports. After including lagged dependent variables into the country FE specification, no
significate impact is found for both levels OECD visits in Column (3). The Pair FE
estimates in Column (4) show that the first level OECD visits are significantly associated
with China’s lower exports. PPML standard gravity results in Column (5) show that
OECD first level visits estimates are negative in the first two windows and switch to
positive and significant in the longer windows, while OECD second level estimates are
positive and significant except for in the permanent window. Country FE estimates in
Column (6) show that OECD first level visits estimates switch from negative and

significant in 1-year and 2-year windows to positive but are insignificant in the longer
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windows. Column (7) lists both level OECD visit estimates switch from negative and
insignificant in the first three windows to positive and insignificant in the permanent

window.

[Table 6.25 about here]

Table 6.26 presents the impact of OECD inward visits on China’s imports from the OECD.
The only significant estimate using log-linear approach is the Pair FE estimate of OECD
second level visits which is negative and significant at the 10% level. The PPML estimates
are reported in Columns (5)-(7). Generally positive but insignificant estimates for both
levels OECD visits are found in the standard gravity specification. After controlling for
Country fixed effects, OECD first level visits significantly increase China’s imports of
OECD merchandise and so do OECD second level estimates in the 4-year window. Again
the PPML Lag DV estimates in Column (7) show that OECD first level visits are
significantly associated with a higher level of Chinese imports and OECD second level

estimates are generally positive but only significant in 4-year window.

[Table 6.26 about here]

Multiple visits are included in the regression as a count of variables and the results are
listed in Tables 6.27 to 6.30. Both log-linear and PPML estimates are generally similar to
those dummy visits estimates although the coefficients tend to be smaller. The differences
between dummy estimates and count estimates are found as follows: the number of
Chinese second level visits estimate in the PPML Lag DV specification in Table 6.27 are
negative and significant in the permanent window while the corresponding dummy visits

estimate is insignificant. Also the number of Chinese first level visits in the PPML Lag
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DV specification are significantly associated with a higher level of Chinese imports from

the OECD with its dummy visits being insignificant.

[Tables 6.27, 6.28, 6.29 and 6.30 about here]

6.3.2 Strict exogeneity test

Following the same strict exogeneity tests strategy that we use with the world and African
samples, the lead visits for each level visits are included in gravity equation for different
specifications. The exogeneity can be rejected if the lead visit estimates are significant,
indicating that visits that have not occurred yet are associated with current trade flows
leading to endogeneity bias. The results of the strict exogeneity tests are presented in

Tables 6.31 and 6.32.

Table 6.31 presents the results of the exogeneity test for the number of diplomatic visits
and China’s exports to the OECD. The upper panel lists the estimates of China’s outward
visits and their respective two years lead outward visits and the lower panel reports the
OECD inward visits and their respective two years lead inward visits. For log-linear
estimates, exogeneity can be rejected for all of these four specifications. The PPML
exogeneity tests show that the exogeneity cannot be rejected for Lag DV specification,
which means that together with the best regression diagnostics, the Lag DV specification

is our preferred specification.

[Table 6.31 about here]

The estimates for the number of diplomatic visits and China’s imports from the OECD
are presented in Table 6.32. In the upper panel, exogeneity cannot be rejected for all of

these specifications using both log-linear and PPML approaches. In the lower panel,
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OECD first level lead visits are found to be significant in Column (3) the log-linear Lag
DV specification, Column (6) the PPML Country FE specification and Column (7) the

PPML Lag DV specification.
[Table 6.32 about here]

In summary, mixed results are found for the exogeneity tests. Combining the results of
exogeneity tests and regression diagnostics, the Lag DV specification again has the largest
R-squared and only fails to pass the strict exogeneity test in the case of OECD visits and

China’s imports from the OECD.

6.3.3 Combined specification

As discussed in previous section, the combined specification incorporates one-year
lagged dependent variable in within-group transformed Pair FE. The true estimate of

diplomatic visits on trade is obtained from Equation 4.17.

Estimates of the combined specification of Chinese visits and China’s exports are shown
in Table 6.33. The upper bound of true value p known as the single lagged dependent
variable estimate in Column (1) is 0.698; the value of p known as the within-group
transformed single lagged dependent variable in Column (3) is 0.459; § for Chinese first
level visits and second level visits of combined regression in Column (3) are 0.0080 and
-0.0033 respectively and 8 for Chinese first level visits and the second level visits in
auxiliary specification in Column (4) are -0.0011 and 0.0022 respectively. According to
Equation 4.17, the impact of Chinese first level leaders’ visits on China’s exports is 0.008
(0.008=0.0080+ (-0.0011) * (0.459-0.689)). The impact of Chinese second level leaders’

visits on China’s exports is -0.0038 (-0.0038= -0.0033+ (0.0022) * (0.459-0.689)).

126



[Table 6.33 about here]

Table 6.34 lists the combined results of China’s outward visits and China’s imports from
the OECD. The calculated estimate for Chinese first level visits is 0.011 and Chinese
second level visits is 0.017. Combined results for OECD leaders’ inward visits to China’s
trade are revealed in Tables 6.35 and 6.36, the calculated impact of OECD first level and
second level visits on China’s exports are 0.004 and 0.004 respectively. The combined
estimate of OECD first level visits impact on China’s imports is -0.015 and OECD second
level leaders’ visits on China’s imports is -0.002. Among all of these combined
specification estimates, only Chinese first level visits have positive and significant impact
on China’s imports from the OECD, which indicates one more percentage change of
Chinese first level visit to the OECD, China’s imports from the OECD will increase by

0.011% percentage.

[Tables 6.34, 6.35 and 6.36 about here]

6.3.4 Year of 2004 OECD visits to China

As discussed in previous chapters, the 2004 OECD visits are more exogenous to
international trade between China and the OECD. Both log-linear and PPML approach
include 3 specifications as the Pair FE specification does not apply due to the time
invariant 2004 visits will be omitted in the regression. The dummy visits results are

presented in Tables 6.37 and 6.38.

Table 6.37 shows the results of year of 2004 OECD visits estimates and China’s exports
from the OECD. Positive and highly significant estimates of both levels visits are found
in Column (1) the standard gravity specification using log-linear. After incorporating

country fixed effects, the significance of OECD second level 2004 visits disappears.
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Further controlling for three lagged dependent variables, 2004 OECD first level visits are
significantly associated with China’s exports in 1-year, 2-year and permanent windows.
In contrast, we find standard gravity estimates using PPML approach in Columns (4) are
positive and insignificant throughout all the windows. However, the Country FE and Pair
FE estimates in Columns (5) and (6) show that 2004 OECD first level visits have a
positive and significant impact while second level visits have a generally negative but

insignificant impact on China’s exports.

[Table 6.37 about here]

The estimates of 2004 OECD visits on China’s imports from the OECD are reported in
Table 6.38. No significant estimate are found using a log-linear approach. The PPML
standard gravity estimates in Column (4) show that 2004 OECD second level visits have
a positive and significant impact in the first three windows. Both levels of 2004 OECD
visits Country FE estimates in Column (5) are positive and significant except for first
level visits estimate in the permanent window. In Column (6), both levels’ 2004 OECD
visits are generally positive and only the second level visits are significant in the first

three windows.

[Table 6.38 about here]

The count number of 2004 OECD visits results are presented in Tables 6.39 and 6.40. As
before we find the count visits have almost identical signs and significances but smaller

coefficients compared to dummy visits.

[Tables 6.39 and 6.40 about here]
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6.3.5 Robust checks

In order to compare the impact of diplomatic visits on China’s trade with heterogeneous
trade partners, the same robustness checks of the OECD sample have been performed
with that of African sample. The exogeneity tests select PPML Lag DV as the preferred
specification, hence, in the following robust examinations, conclusions are drawn based

on the estimates of PPML Lag DV specifications.

6.3.5.1 Robustness check of diplomatic visits and China’s exports to the OECD

Table 6.41 reports the robustness check results of diplomatic visits on China’s exports to
the OECD. Column (1) show the baseline results that Chinese visits to the OECD have
general negative but insignificant impact on China’s exports. Economic related visits in
Column (2) show that Chinese first level visits have negative and significant impact on
China’s exports in 2-year and 4-year windows and Chinese second level visits are
significantly associated with a lower level of China’s exports. In Column (3), both levels
of Chinese visits are significantly associated with a smaller number of China’s exports
products. The economic related visit estimates in Column (4) show that both levels of
China’s economic related visits exert different impact on China’s exports to OECD
countries: first level economic related visits have negative and insignificant impact; in
contrast, second level economic related visits significantly promote China’s exports. No
significant impacts are found for the Chinese visits and China’s exports with the greater

China treatment shown in Column (5).

Column (6) present the baseline regression that OECD visits have no significant impact
on China’s exports to the OECD. However, the 2004 OECD first level visits significant
increase China’s exports, which is shown in Column (7). The mirror data estimates show

that OECD first level visits estimates switch from negative and insignificant in the first
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three windows to positive and significant in the permanent window. While OECD second
level visits have negative and significant impact in the first three windows. Negative and
significant estimates of both levels OECD visits show OECD visits are significantly
associated with a lower number of export products to the OECD except for the first level
estimate being insignificant in the 1-year window, which is shown in Column (9). In
Column (10), OECD economic related visits to China on China’s exports are found to be
small, of mixed sign and insignificant with the exception that OECD second level dummy
estimate is negative and significant at the 5% level. Column (11) reports the estimates of
OECD leaders’ visits and China’s exports. OECD first level visits significantly increase

China’s exports in the permanent window.

[Table 6.41 about here]

6.3.5.2 Robustness check of diplomatic visits and China’s imports from the OECD

The robustness checks result together with baseline regression and 2004 OECD visits are

presented in Table 6.42.

Column (1) shows Chinese visits have generally positive but insignificant impact on
China’s imports from the OECD. The mirror data in Column (2) have similar results with
those of baseline regression. For the number of Chinese exported products in Column (3),
we find both levels of visit estimates are generally negative but insignificant except for
Chinese second level estimates are negative and significant in short window length. The
economic visits results are shown in Column (4). Generally positive estimates of both
levels of Chinese visits are found for all of these four windows. In addition, significant

estimates are found for second level dummy visits in 2-year and 4-year windows.
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Column (5) estimates show that no significant impact is found for China’s visits and

China’ imports with a greater China treatment.

Column (6) reports the baseline regression estimates that OECD first level visits have
positive and significant impact on China’s imports from the OECD except for the 2-year
window. OECD second level visits are generally positive but is only significant in the 4-
year window. Estimates in Column (7) indicate a weak positive relationship between the
2004 OECD visits and China‘s imports from the OECD. When mirror data is employed
in the regression, we find both levels OECD visits are generally positive and significant
in the longer windows which indicates the more visits of OECD leaders paid to China,
the more China’s imports from the OECD. For the number of Chinese imported products
in Column (9), OECD first level visits estimates are small, positive and insignificant
across the window lengths, while OECD second level visits are small, negative and
insignificant except for it is negative and significant at the 10% level. The economic
related visits estimates in Column (10) show that OECD first level visits significantly
increase China’s imports from the OECD. OECD second level visits are generally
positive but insignificant throughout all the windows. With the greater China treatment,
OECD outward visits are found to exert positive and significant impact in the longer

windows which are shown in Column (11).

[Table 6.42 about here]

The results of the number of diplomatic visits on China’s trade are listed in Tables 6.43

and 6.44 showing the similar conclusion with their dummy visits counterparts.

[Tables 6.43 and 6.44 about here]
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In summary, the mirror data have different estimates from those of baseline regression as
the results of even smaller number of observation of the mirror data as OECD countries
have reported comprehensive trade data to UNCTAD. The quality of trade data do affect

the estimation results showing in the opposite way of African countries.

The diplomatic visits have negative impact on the number of exported products to the
OECD which explain partly the insignificant impact on China’s exports value to the
OECD and Chinese visits on China’s imported products from the OECD. Note that even
with an increased value of China’s imports from the OECD, the number of imported
products reduced, which indicating China’s imports are concentrated on the fewer number

of imported products after the OECD leaders visit China.

Comparing the economic related visits estimates with general diplomatic visits estimates
in the baseline regressions, economic related visits tend to have more significant impact
on the international trade between China and the OECD. For China’s exports to OECD
countries, Chinese second level economic related visits significantly promote China’s
exports while OECD second level economic related visits have the opposite impact on
China’s exports. As to China’s imports from the OECD, both Chinese outward economic
related visits and OECD inward economic related visits have positive and significant

impact.

With the greater China treatment, this robustness check estimates are highly similar with
baseline results indicating trade between China and the OECD are less affected by the

trade of Hong Kong and Macao with the OECD.
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6.4 Conclusions

In Chapter 5, the impact of diplomatic visits on China’s international trade with 180
countries and regions appears to be generally insignificant. It is argued that these
insignificant estimates of diplomatic visits may be due to the significant heterogeneity
among trading partners. Hence, the diplomatic visits are expected to exert different impact
on China’s trade pattern depending on the characteristics of the trade partner. In this
chapter we distinguish between two groups of countries: African countries which are the
less developed countries and OECD countries which are mainly composed of developed
economies. Employing similar estimation strategies: log-linear and PPML, the impact of
diplomatic visits on China’s trade with African and OECD is investigated. The PPML Lag
DV specification is the preferred specification based on the strict exogeneity tests results

and regression diagnostics.

In order to straightforwardly compare African sample results with that of OECD sample
and the world sample, baseline regressions of African sample consistently evaluate the
impact of diplomatic visits on China’s trade using reported trade data. However, the
mirror data estimates are believed to be more trustworthy as the quality of the African
mirror trade data is significantly better compared to that of reported trade data. Results
based on mirror data show that diplomatic visits significantly promote China’s exports to

Africa and have a weak negative impact on China’s imports from Africa.

Regarding the impact of diplomatic visits on trade between China and the OECD, both
levels of Chinese visits have a generally negative but insignificant impact on China’s
exports to the OECD and China’s second level visits are associated with a significantly

lower level of China’s exports in the permanent window. Both levels of Chinese visits
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have a positive but insignificant impact on China’s imports from OECD countries with
the exception of China’s second level visits which have a positive and significant impact
in the permanent window. No significant impact of OECD leaders’ visits is found on
China’s exports. In contrast, OECD leaders’ visits significantly increase China’s imports

from the OECD.

The year of 2004 OECD visits which are argued to be more exogenous than any other
year diplomatic visits show that the 2004 first level OECD visits have positive and
significant and 2004 second level OECD visits have negative but insignificant impact on
China’s exports. Consistent with baseline regression results, OECD 2004 visits still have
positive and significant impact on China’s imports. The robustness of baseline regression
estimates is also verified by the various checks with the exception of economic related
visits. Chinese economic related visits significantly promote both China’s exports and
imports. OECD economic related visits are found to exert negative impact on China’s

exports but positive impact on China’s imports.

In summary, diplomatic visits between China and Africa are found to be associated with
a significantly higher level of China’s exports to Africa. In contrast, the diplomatic visits
between China and OECD have insignificant impact on China’s exports but positive and
significant impact on China’s imports from the OECD. The differences between these two
samples can be highlighted as Chinese diplomatic visits are more effective to promote
China’s exports with African countries than with the OECD. OECD leaders’ visits to
China significantly increase China’s imports while African leaders’ visits to China

significantly decrease China’s imports.
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This phenomenon may reflect the relative negotiation power of governments between the
trading partners: OECD countries’ governments are stronger than China’s government,
and China’s government yields greater power in comparison to African countries
governments in negotiations during the diplomatic visits. The party which have the
advantage on the negotiation power generally aims to promote its exports and lessen its

imports to improve its trade balance.

Broad topics are discussed during the diplomatic visits, not only for bilateral trade but
also overseas investments. China’s “Go Global” policy initiated in 1999 along with
China’s commitments to entering the WTO encouraged domestic firms to undertake
overseas investment to satisfy foreign customers’ demand. The subsequent increase in
Chinese outward FDI, with remarkable growth rate, may have two opposite effects,
substitute or complementary, on China’s international trade. On one hand, China’s
outward FDI especially overseas M&A, the common form of OFDI in developed
countries such as the OECD, will satisfy foreign customers’ demand and lead to reduced
exports to the OECD due to the substitution effect between FDI and trade. On the other
hand, China’s overseas greenfield investment which grows rapidly in African will
stimulate China’s exports of steels, machinery appliances and electricity equipment, etc.
to African countries due to complementary effect. This provide a possible explanation for

the diverse impact of diplomatic visits on China’s trade with African and the OECD.

In the next chapter, we further analysis bilateral trade by section. We group sections by
degree of differentiation or technology intensity and consider if sector level trade is

affected by diplomatic visits using disaggregated trade data between China and the OECD.
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7 Diplomatic visits and China’s section trade with the

OECD

In this chapter, disaggregated trade data between China and the OECD are used to
measure the specific impact of diplomatic visits on different industrial sections. In the
first exercise, I consider all individual industrial sections following the HS 2002
classification. In the second exercise, I group industrial sections on the basis of the Rauch
(1999) classification of heterogeneous products and in the third exercise I classify the
industrial sections on a technological level following Pilat (2003). In each of these
exercises, I employ a PPML approach with Lag DV specification as a baseline

specification.

7.1 HS sections

7.1.1 Baseline regression

The HS nomenclature has been widely adopted by more than 200 countries and regions
to classify traded goods according to the products descriptions for customs purpose.'’ In
this chapter, we investigate the link between diplomatic visits and China’s trade with
OECD countries at the section level. The 21 sections which group 99 chapters of HS 2002
classification are broad industrial classifications. The largest five sections of China’s
export to OECD include section 16 represents the machinery and mechanical appliances,
electrical equipment etc., textiles (section 11), base metals (section 15), miscellaneous

manufactured articles (section 20) and chemical products (section 6). For China’s imports

' http://www.wcoomd.org/en/topics/nomenclature/overview/what-is-the-harmonized-system.aspx.

136



from the OECD, we find machinery and mechanical appliances, electrical equipment etc.
in section 16 also dominate China’s the major imports categories from the OECD.
Chemical products (section 6), base metals (section 15), mineral products (section 17)
and optical, photographic products (section 18) again ranked top for imports by China
from the OECD over the period of 2002 to 2012. The descriptive statistics of section level

trade are given in section 3.4.1 of Chapter 3.

Following the same empirical strategies discussed in Chapter 4, the baseline examinations
employ the preferred approach: PPML with Lagged Dependent Variables specification.
Diplomatic visits in a given year are either represented by a dummy variable or a count
measure and the visits are examined in four different time windows, namely 1-year, 2-
year, 4-year and permanent window. Results of the 21 sections are presented in a
descending order based on the section level total value of exports or imports between

China and OECD countries during 2002-2012.

7.1.1.1 Diplomatic visits and China’s trade with OECD by industrial section

Table 7.1 reports the effect of Chinese outward visits on China’s exports to the OECD by
section. In Column (1), only Chinese first level visits in the 2-year window have a
negative and significant impact on China’s exports of machinery and mechanical
appliances and electrical equipment which is China’s largest exports section to the OECD.
Column (2) estimates show that Chinese second level visits exert a negative and
significant impact on China’s textiles exports to the OECD in 2-year, 4-year and
permanent windows. We find no significant impact of Chinese leaders’ visits on its
exports in the following sections: base metal (section 15), miscellaneous manufactured
(section 20), chemical products (section 6), vehicles, aircraft, vessels and associated

transport equipment (section 17), footwear, headgear, umbrellas, etc. (section 12) and
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plastics and rubber articles (section 7). In contrast, for China’s exports of optical,
photographic and cinematographic in Column (9), Chinese first level visits appear to have
a positive and significant impact in the permanent window. Column (10) shows that
Chinese second level visits are associated with lower Chinese exports of section 8
including raw hides and skins, leather, fur skins, etc. For Columns (11) to (13), none of
the visits estimates is statistically different from zero at 10% level, which means
diplomatic visits have no effect on sections of articles of stone, plaster and cement and
glass (section 13), mineral products (section 5) and foodstuffs, beverages and tobacco

(section 4).

In the second part of Table 7.1, for section 9, the articles of wood, cork and straw, Chinese
outward visits have a positive and significant impact in the 1-year window and the
estimates switch to negative but insignificant in longer window lengths. Chinese second
level visits are significantly associated with lower exports in the permanent window. In
Column (15), for China’s exports of live animals, animal products to the OECD, Chinese
first level visits estimates are generally positive and only significant impact in the 1-year
window, while Chinese second level visits estimates are generally negative and only
significant in the 4-year window. Column (16) shows that Chinese second level visits are
associated with lower exports of vegetable products (section 2) to the OECD. In Column
(17), we find generally positive but insignificant influence on China’s exports of wood
pulp and paper products (section 10). And no significant relationship between Chinese
visits and Chinese exports of pearl, precious stone and metals are found in Column (18).
As shown in Column (19), Chinese leaders’ outward visits show a strong positive relation
with Chinese exports of art works to OECD. In Column (20), Chinese second level visits

have a negative and significant effect on the exports of animal or vegetable fats, oil and
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wax (section 3) in the permanent window. In the last column, both Chinese levels visits
are significantly associated with China’s exports of arm and ammunition parts and

accessories.

[Table 7.1 about here]

In Table 7.2, we present the results of Chinese visits on China’s imports from the OECD
by industrial section. In Column (1), no significant estimate is found for China’s imports
of machinery (section 16). For chemical products (section 6), we find that Chinese first
level visits estimates are positive and only significant in the four-year window. In Column
(3), estimates of Chinese visits are generally positive throughout all the window lengths,
but only Chinese second level visits have a positive and significant impact on Chinese
base metal imports from OECD countries. In Column (4), Chinese first level visits
estimates switch from negative to positive as the window length increases, and they are
significantly associated with Chinese higher mineral products imports in the permanent
window. In contrast, Chinese second level visits are generally negative and have a
significant impact in the 4-year window. Estimates in Column (5) show that China’s
imports of the optical and photographic products (section 18) are positively related to
Chinese first level visits in the 1-year window and second level visits in the permanent
window. Estimates in Column (6) show that Chinese first level visits have a positive and
significant impact on China’s imports of vehicles, aircraft and vessels from the OECD,
while the second level visits have the negative and significant impacts. In Column (7),
Chinese first level visits are positively associated with China’s imports of plastic and
rubber products from the OECD while Chinese second level visits are generally negative

but insignificant across the window lengths. Estimates in Column (8) show that Chinese
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both levels’ visits are positive but only the second level visits are significantly associated
with higher imports of textiles from the OECD. For China’s imports of section wood,
pulp and paper products in Column (9), Chinese first level visits estimates are generally
positive while the second level visits estimates are generally negative, but both are
significant only in the permanent window. Estimates in Column (10) indicate that Chinese
first level visits are positively associated with China’s imports of vegetable products from
the OECD. However, China’s second level visits are positive but insignificant throughout
all the windows. Regarding China’s imports of the art works, Chinese first level visits are
associated with lower imports of art works from the OECD and the second level estimates

are positive but insignificant.

In the second part of Table 7.2, for China’s imports of live animals and animal products
in Column (12), we find generally positive estimates of Chinese visits. The first level
visits estimate is only significant in the permanent window and the second level visits
estimates are significant in the first two windows. For section 8 (raw hides and skins,
leather and furskins, etc.) and section 14 (pearl, precious stones and metals, etc.), both
levels’ Chinese visits estimates are positive and only first level visits are significant in the
longer windows. In Column (15), the section of articles of stone, plaster and cement,
Chinese first level visits estimates switch from negative and insignificant to positive and
significant as the window length increases while Chinese second level visits are negative
and significant in all the windows except for the permanent window. In the case of
foodstuffs, beverages and tobacco in Column (16), both levels’ visits have positive and
strongly significant impact on China’s imports from the OECD. In Column (17), both
levels of Chinese visits estimates are generally negative, and the second level visits are

significantly associated with China’s lower imports of wood, cork and straw articles from
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the OECD. For the following three sections: miscellaneous manufactures (section 20),
animal or vegetable fats, oil and waxes (section 3) and footwear, headgear, umbrellas, etc.
(section 12), we find both levels visits estimates are positive and are significant in
different windows. Estimates for the section of arm and ammunition, parts and
accessories are shown in Column (21), Chinese first level visits exert a strong positive
impact on China’s imports in the permanent window. In contrast, Chinese second level

visits have a negative and significant impact in the first three windows.

[Table 7.2 about here]

Table 7.3 presents the impact of the OECD outward visits on China’s exports to OECD.
In the first two largest sections of China’s exports to OECD, namely machinery section
and textiles section, we find OECD inward visits to China have no significant impact on
China’s exports. In Column (3), we find OECD first level visits in the 4-year window and
OECD second level visits in the permanent window are positively associated with China’s
exports of base metal. In the following sections: section 20 (miscellaneous
manufacturing), section 6 (chemical products), section 17 (vehicles, aircraft, vessels),
section 12 (footwear, headgear, umbrellas, etc.), we find only OECD second level visits
have positive and significant impact on China’s exports to OECD at section level. As
shown in Column (8), OECD first level visits exert a negative impact on Chinese exports
of plastics and rubber products to the OECD. In the section of optical and photographic
products in Column (9), both levels of OECD visits estimates are positive but only the
first level estimate is positive and significant in the four-year window. Generally positive
but insignificant estimates of OECD visits are found in Column (10) on China’s exports

of raw hides and skins, leather and furskins, etc. In Column (11), OECD first level visits
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have a positive and significant impact on China’s exports of stone, plaster and cement

articles in the permanent window.

In the second part of Table 7.3, Column (12) presents the estimates of OECD visits on
China’s exports of mineral products. OECD first level visits estimates are generally
negative and only significant in the 2-year window. In contrast, OECD second level visits
estimates switch from negative to positive and become significant in the permanent
window. In Column (13), we find OECD first level visits have negative and significant
impacts on China’s exports of foodstuffs, beverages and tobacco in the first two windows,
while OECD second level visits estimates are positive and significant in the permanent
window. Column (14) estimates indicate that OECD first level visits are significantly
associated with lower China’s exports of articles of wood, cork and straw to the OECD.
We find a similar pattern of OECD visits’ effect on China’s exports of live animal and
animal products (section 1) and vegetable products (section 2) but only the second level
visits estimates are positive and significant in the permanent window. For section 10 in
Column (17), OECD first level visits exert a negative and significant impact on China’s
exports of wood pulp and paper products to OECD in the 1-year and 2-year windows. In
Column (18), we find OECD visits to China tend to significantly strengthen China’s
exports of pearl, precious stones and precious metals to OECD in the 4-year and
permanent windows. We find generally positive estimates of both levels visits on China’s
exports of art works in Column (19). OECD first level visits estimate is significant in the
I-year window and second level visits estimates are significant for all of these four
windows. Regarding China’s exports of animal and vegetable fats, oils and waxes in
Column (20), OECD first level visits estimate is found to be negative and significant in

the 1-year window, OECD second level visits estimates switch from negative to positive
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but remain insignificant. For section 19, the arm and ammunition, parts and accessories,
we find OECD first level visits switch from negative and significant to positive and
significant. The second level of OECD visits remain positive but are significant only in

the first two windows.

[Table 7.3 about here]

Table 7.4 presents the results of OECD visits on China’s imports from OECD by section.
Section 16 in Column (1), both levels OECD visits are generally positive and especially
the first level visits significantly increase China’s imports of machinery in the first three
windows. In Column (2), both levels OECD visits significantly promote China’s imports
of chemical products except for the second level visits being insignificant in the first
window. In Column (3), we find both levels of OECD visits are significantly associated
with China’s higher imports of base metal from the OECD especially for the longer
windows. The estimates of both levels visits in Column (4) are small, negative and
insignificant in the first year window but switch to positive as the window length grows.
OECD second level visits are positively related to mineral products imports in the
permanent window. For China’s imports of optical and photographic products in Column
(5), we find only OECD first level visits are significantly associated with China’s higher
imports in the permanent window. In Column (6), both levels” OECD visits tend to be
positive and only the first level visits have a positive and significant impact on China’s
imports of vehicles, aircraft and vessels in the permanent window. In Column (7), the
plastics and rubber products are found to be positively related to OECD visits in the 4-
year and permanent windows. As shown in Columns (8) to (10), both levels’ OECD visits

are found to be positively related to China imports of textiles (section 11), wood pulp and
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paper products (section 10) and vegetable products (section 2) in the longer windows. For
China’s imports of art works from the OECD, OECD first level visits estimate is found
to be positive and significant in the permanent window, while OECD second level visits

are negative and significant except for that in the 4-year window.

In the second part of Table 7.4, the estimates of OECD visits on China’s imports of live
animals and animal products (section 1) are shown in Column (12). OECD first level
visits significantly increase China’s imports in the permanent window and OECD second
level visits are positive and significant in the 1-year window. In Column (13), for the
section of raw hides and skins, leather, furskins, we find OECD first level visits estimates
switch from small, negative and insignificant in the first two windows to positive and
significant in the longer windows. OECD second level visits have positive and significant
impact in the first two windows but the significance disappears in the longer windows.
Column (14) lists the estimates of OECD visits on China’s imports of pearl, precious
stones and metals, we find both levels’ OECD visits are generally positive. Significant
estimates are found as the first level visits in the 2-year window and the second level
visits in the 4-year window. The impact of OECD leaders’ outward visits to China on
China’s imports of stone, plaster and cement are shown in Column (15). OECD first level
visits are significantly associated with higher imports only in the permanent window and
OECD second level visits estimates are positive and significant except for that in the 4-
year window. A similar effect of OECD visits on China’s imports are found in the
following sections: foodstuffs, beverages and tobacco (section 4) articles of wood, cork
and straw (section 9) and miscellaneous manufactures (section 20). OECD first level
visits are positive and significant in the 4-year and permanent windows. OECD second

level visits significantly increase China’s imports except for that of section 4 in the
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permanent window. In Column (19), OECD first level visits tend to increase China’s
imports of animal or vegetable fats, oil and waxes in the 4-year window and the second
level visits significantly increase China’s imports in the 2-year window. In Column (20),
both levels visits are found to be positive for section 12 (footwear, headgear, umbrellas,
etc.), but the significant estimates are only found at the first level in the 4-year and
permanent windows and at the second level in the first and permanent windows. For
section 19 (arm and ammunition, parts and accessories), OECD first level visits estimates
are positive and significant in the first two windows and switch to negative and
insignificant in the last two windows. OECD second level visits are negative and

significant except for the 4-year window.

[Table 7.4 about here]

7.1.1.2 Number of diplomatic visits and China’s trade with OECD by industrial section

Tables 7.5 to 7.8 report the impact of the number of diplomatic visits on China’s trade
with OECD by section. Compared to dummy visits estimates, we find the coefficients of
count number visits to have a similar trend but with smaller magnitudes. The regression
diagnostic statistics including the goodness of fit and the number of observations are also
similar to the dummy visits regressions. Therefore, in the following analysis, I focus on
the sections for which estimates of the number of visits diverge from their dummy

estimates.

Table 7.5 reports the number of Chinese visits on China’s exports to OECD. The estimates
give similar conclusions as those reported in Table 7.1. However, discrepancies are also
found in the following sections. Estimates of section 16 (machinery) in Column (1) show

that the number of Chinese visits at both levels are significantly associated with China’s
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lower exports of machinery throughout all these four windows. For section 20 in Column
(4), we find the number of Chinese second level visits have a negative and significant
impact on China’s exports of miscellaneous manufactures. Also for section 13 (articles of
stone, plaster and cement), we find negative and significant estimates of the number of

both levels of Chinese visits.

[Table 7.5 about here]

Table 7.6 presents the impact of the number of Chinese visits on China’s imports by
section. Sections with similar signs but less significant estimates than their corresponding
dummy visits include: section 18 (optical, photographic products) in Column (5), section
1 (live animal, animal products) in Column (12), section 8 (raw hides and skins, leather
and furskins products) in Column (13) and section 14 (pearl, precious stones and metals,
etc.) in Column (14). Sections whose estimates are found to be different from their
dummy counterparts are listed as follows. In Column (15), we find the number of both
levels of Chinese visits to have positive and significant effect on China’s imports of
articles of stone, plaster and cement. Estimates of section 9 in Column (17) are generally
positive and the number of China first level visits estimates are significantly associated
with China’s higher imports of wood, cork and straw products in 2-year, 4-year and
permanent windows. China’s imports of section 20 (animal or vegetable fats, oil and
waxes) are negatively related to the number of Chinese second level visits throughout all

the windows.

[Table 7.6 about here]

The estimates of the number of OECD visits for China’s exports to OECD by section are

listed in Table 7.7. We find for two sections estimates become more significant compared
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to the dummy visits: section 16 (machinery) in Column (1), the number of OECD second
level visits have small, negative and significant impact on China’s export of machinery;
and section 13 (raw hides and skins, leather and furskins) in Column (11), the number of
Chinese first level visits are significantly associated with China’s higher exports.
However, more estimates in Table 7.7 are found to be less significant than their dummy
visits in Table 7.3. Significances of OECD second level visits estimates disappear in the
following sections: section 15 (base metal), section 20 (miscellaneous manufacturing),
section 6 (chemical products), section 17 (vehicles, aircraft and vessels), section 12
(footwear, headgear, umbrellas, etc.), section 18 (optical and photographic products),
section 1 (live animals, animal products), section 2 (vegetable products) and section 14

(pearl, precious stones and metals, etc.).

[Table 7.7 about here]

Results of the number of OECD visits on China’s imports from OECD by section are
listed in Table 7.8. A large proportion of section estimates lose their significance
compared to their dummy counterparts: section 5 (mineral products), section 17 (vehicles,
aircraft and vessels), section 7 (plastics and rubber products), section 10 (wood pulp and
paper products), section 2 (vegetable products) and section I(live animal and animal
products). In addition, we find the estimates of the number of OECD second level visits
to be negatively related to China’s imports of section 18 (optical and photographic, etc.),

which is different from dummy estimates.

[Table 7.8 about here]
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7.1.2 Exogeneity test

We perform the strict exogeneity test for diplomatic visits on China’s trade with the
OECD at the section level following the strategies discussed in the methodology chapter:
two year lead diplomatic visits are incorporated in the baseline regression. Significant
lead visits indicate a causal relationship between the current trade flows and the visits that
have not yet occurred and signal an endogeneity issue between diplomatic visits and trade
flows. The dummy visits and the number of visits exogeneity tests provide similar
conclusions, therefore we only discuss the number of visits exogeneity test results which

are presented in Tables 7.9 and 7.10.

Results of strict exogeneity test of the number of diplomatic visits on China’s exports of
21 sections are listed in Table 7.9. The upper panel shows both levels of Chinese visits
and their two years forward lead estimates while the lower panel shows both levels of
OECD visits and their lead visits. According to the strict exogeneity test results, we find
the exogeneity cannot be rejected for diplomatic visits for China’s exports in the following
sections: textiles (section 11), miscellaneous manufactures (section 20), vehicles, aircraft
and vessels (section 17), footwear, headgear, umbrellas, etc. (section 12), articles of stone,
plaster and cement (section 13), foodstuffs, beverages and tobacco (section4), vegetable
products (section 16), pearl, precious stones and metals, etc. (section 14) and art works

(section 21).

Column (1) shows that both levels’ of Chinese lead visits enter significantly for China’s
exports of machinery (section 16) while both levels of OECD visits estimates pass the
exogeneity test. In Column (3), the number of the OECD first level lead visits estimate is

significant at 1% significance level for China’s exports of base metal (section 15). As
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shown in Column (5), the estimate of the number of Chinese first level lead visits is
statistically significant at 5% level and fail to pass the exogeneity test on China’s exports
of chemical products. For the plastics and rubber products (section 7) shown in Column
(8), we find the exogeneity is rejected for OECD lead visits. In Column (9) and Column
(10), we find Chinese second level lead visits are statistically significant and fail to pass

the exogeneity test.

In the second part of Table 7.9, we find the number of OECD first level lead visits in
Columns (12), (14) and (15) are significant for China’s exports of mineral products,
articles of wood, cork and straw, etc. and live animal and animal products. Column (17)
shows that Chinese first level lead visits, OECD first level lead visits and OECD second
level lead visits enter significantly for China’s exports of wood pulp, paper products, etc.
In Column (20), we find China second level lead visits and OECD first level lead visits
are significant at 1% level with China’s exports of animal or vegetable fats, oil and wax.
In the last column, exogeneity is rejected for OECD second level visits for China’s higher

exports of arm and ammunition parts and accessories.

[Table 7.9 about here]

Table 7.10 presents the exogeneity test results of the number of diplomatic visits and
China’s imports from OECD by section. With insignificant lead visits estimates on
China’s imports from the OECD for both Chinese and OECD visits, we cannot reject
exogeneity for the following sections: base metal (section 15), optical and photographic
products (section 18), plastics and rubber products (section 7), textiles (section 11), raw
hides and skins, leather and furskins (section 8) and articles of wood, cork and straw etc.

(section 9).
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A large proportion of sections present mixed results where exogeneity is rejected for
either Chinese visits or the OECD visits. In Column (1) and Column (2), we find the
OECD first level lead visits enter significantly in China’s imports of machinery (section
16) and chemical products (section 6). Chinese first level lead visits estimates that have
not occurred are significantly associated with China’ higher imports of mineral products
(section 5), vehicles, aircraft and vessels (section 17) and wood pulp, paper products, etc.
(section 10), which indicate exogeneity is rejected for these diplomatic visits. Estimates
shown in Column (10) indicate both Chinese first level visits and the OECD second level
visits fail to pass the exogeneity test with China’s imports of vegetable products from the

OECD countries. Exogeneity is rejected for Chinese first level lead visits in section 21.

In Column (12), we find both levels of OECD lead visits enter significantly indicating
exogeneity is rejected for the OECD visits to China for China’s imports of section 1.
China’s first level lead visits estimate enter significantly for China’s imports of pearl,
precious stones and metal etc. in Column (14). Exogeneity is rejected for OECD first
level lead visits for China’s imports of articles of stone, plaster and cement (section 13)
in Column (15) and China’s imports of miscellaneous manufactures (section 20) in
Column (18). Similarly, exogeneity is rejected for OECD second level lead visits for
China’s imports of foodstuffs, beverages and tobacco (section4) and footwear, headgear,
umbrellas, etc. (section 12) in Column (16) and Column (20) respectively. For China’s
imports of animal or vegetable fats, oil and waxes, Chinese second level lead visits
estimate enter significantly and fails to pass the exogeneity test. The last column shows
that the exogeneity is rejected for both Chinese outward visits and OECD inward visits

for China’s imports of arm and ammunition, parts and accessories (section19).
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[Table 7.10 about here]

7.1.3 Combined specification

The exogeneity test results indicate estimates using PPML approach with Lag DV
specification are not always exogenous to the trade between China and OECD for all
sections. To get consistent estimates of diplomatic visits, we adopt the Nickell’s (1981)
method to build a combined specification which incorporates one-year lagged dependent
variable in a within-group transformed Pair FE. The complete derivation has been stated
in the methodology of Chapter 4. Therefore, we select machinery section which is the
largest section in terms of bilateral trade between China and the OECD as an example to

analyze the combined specification estimates.

Results of the estimation of equation 4.17, for the link between Chinese visits and China’s
machinery exports to OECD, are presented in Table 7.11. Column (1) shows the estimates
of the Lag DV* specification with only one year lagged dependent variable. The normal
Pair FE specification estimates are listed in Column (2) and provide a comparison with
the combined specification estimates. These are irrelevant to the calculation of new
estimates. Column (3) is the combined specification in which the within group
transformed one year lagged dependent variable estimate and within group transformed
both levels estimates will enter Equation 4.17 to calculate the true estimates. Also, both
levels within group transformed visits estimates of the auxiliary regression in Column (4)
will enter Equation 4.17. According to Equation 4.17, the impact of the number of
Chinese first level leaders’ visits on China’s exports of machinery to the OECD is 0.023
(0.023=0.022+ (-0.002) * (0.459-0.840)) and the impact of second level visits is -0.002

(-0.002= -0.002+ (-0.001) * (0.459-0.840)). Note that Chinese first level visits estimate
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is significant at 10% level, which means with one more percentage change of Chinese
first level visits to the OECD, China’s exports of machinery section will increase by

0.023%.

[Table 7.11 about here]

Table 7.12 lists the combined specification results of the number of China’s outward visits
on China’s machinery imports from the OECD. The calculated estimate for Chinese first
level visits is -0.014 and Chinese second level visits is 0.005, and neither of these is
significant at 10% level. Combined results for the number of OECD visits to China on
China’s machinery exports to China are obtained from the estimates presented in Table
7.13. OECD first level visits and OECD second level visits estimates are 0.012 (the
combined specification is significant at 10% level) and 0.007 respectively. Similarly,
referring to the estimates shown in Table 7.14, the calculated impact of OECD visits on

China’s imports of machinery section are 0.009 for OECD first level visits and -0.028.

[Tables 7.12 to 7.14 about here]

The calculated estimates based on Equation 4.17 of 21 sections are listed in Tables 7.15
and 7.16. These estimates are listed in a descending order based on the value of section
level exports or imports between China and the OECD. The calculated estimates are

generally small and insignificant.

[Tables 7.15 and 7.16 about here]

The disaggregated results show different impact of visits across sections. To investigate
why this is the case, one attempt is to group sections following Rauch classification and

another according to technology intensity.
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7.2  Rauch classification

The major task in this subsection is to explore the impact of diplomatic visits on China’s
trade with OECD of various goods categories based on products differentiation.
Following Rauch (1999) classification, all 4-digit commodities of SITC rev.2 are
classified into three categories according to either conservative or liberal coding systems,
namely goods traded on an organized exchange, reference priced goods, and

differentiated products.”

7.2.1 Baseline regression

As discussed in previous chapters, we use the preferred approach PPML and preferred
specification Lag DV specification on each products category. The results of conservative
and liberal coding schemes are listed by homogeneous products, reference priced goods

and differentiated products.

The impact of Chinese outward visits on both China’s exports (the left panel) and imports
(the right panel) with OECD countries by products differentiation are listed in Table 7.17.
For China’s exports to OECD, we find insignificant estimates for all three categories of
products under the conservative classification in Columns (1) to (3); while under the
liberal classification, as shown in Column (4), Chinese second level visits are
significantly associated with China’s lower homogeneous commodities exports to OECD
in the 2-year, 4-year and permanent windows. For China’s imports from OECD countries
with the conservative classified approach, we find positive and significant estimates only

for homogeneous products in Column (7), generally positive but insignificant estimates

*% If a particular 4-digit commodity is not coded in the Rauch Classification, its corresponding 3-digit
category will be used.
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of reference priced products and differentiated products in Columns (8) and (9)
respectively. The estimates in Columns (10) to (12) using the liberal classification show
that positive and highly significant estimates are found for reference priced products and
insignificant estimates for the other two categories of products. The R-squared is between
0.93 and 0.96 across the three categories. Homogeneous products have the smallest

sample and differentiated products have the largest sample.

[Table 7.17 about here]

Table 7.18 presents the estimates of OECD outward visits to China on bilateral trade
between China and the OECD. In Columns (1) and (2), OECD first level visits exert a
negative and significant impact on China’s export to OECD in the short run (1-year and
2-year window lengths) for homogenous and reference priced products. While in the long
run, OECD second level visits promote China’s exports of homogeneous and reference
priced products. The liberal classification OECD visits estimates are similar to their
conservative counterparts except for the lack of significance in the case of OECD visits
estimates on reference priced products in the 1-year and 2-year windows. However, these
estimates remain positive and significant in the permanent window in Column (5). The
right panel of Table 7.18 shows the impact of OECD visits on China’s imports from
OECD. We find statistically significantly positive estimates for both conservative and
liberal classifications across three products differentiation categories, which indicates
OECD leaders’ visits to China successfully promote their exports to China for all variety
of products during the period between 2002 and 2012. The observations and R-squared
statistics in all of these 12 columns are same out to three decimal places with their

corresponding Chinese visits regressions in Table 7.17.

154



[Table 7.18 about here]

Taking account of multiple bilateral diplomatic visits in a single year, we investigate the
impact of the number of Chinese leaders’ visits to OECD countries and number of OECD
leaders’ visits to China on China’s trade with the OECD in Tables 7.19 and 7.20
respectively. Looking at China’s exports to the OECD in the left panel of Table 7.19, we
find negative but insignificant estimates for homogeneous and reference priced products
under conservative and liberal coding schemes. The more second level Chinese leaders
visit OECD countries, the less Chinese differentiated products exports to the OECD,
which is illustrated by negative and significant estimates in Column (3) and Column (6)
in the longer windows. The right panel shows the results of the number of Chinese visits
on its imports from OECD countries. The estimates are similar to Table 7.17
corresponding results but the coefficients tend to be of a smaller magnitude. Chinese first
level visits significantly increase China’s exports of homogeneous products to OECD
countries using the conservative classification, while it changes to reference priced

category goods if we use the liberal classification.

[Table 7.19 about here]

The results of the number of OECD visits to China on China’s trade with the OECD are
listed in Table 7.20. In Columns (1) and (2), we find OECD first level visits are negatively
related with China’s homogenous goods exports in the 2-year window and they also exert
negative impacts on reference priced products across all window lengths. OECD second
level visits have a negative and significant effect on differentiated products in the
permanent window as shown in Column (3). The effect of the number of OECD visits on

liberal classified goods are listed in Columns (4) to (6) which show similar conclusions
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with conservative classified estimates, except all the significances disappear for the
liberal reference priced products in Column (5). The right panel of Table 7.20 shows the
results of the number of OECD visits on China’s imports from the OECD. Under the
conservative coding scheme, the Column (7) estimates show that OECD second level
visits effectively promote China’s imports of homogenous products from the visiting
countries through all the windows and OECD first level visits exert significantly positive
effect in the 4-year window. For reference priced goods in Column (8), the numbers of
OECD visits at both levels are positive but only the second level visits’ estimate is
significant in the 1-year window. In Column (9), the number of first level OECD visits
significantly increase China’s import of differentiated products from the OECD. The
liberal classified estimates listed in Columns (10) to (12) give the similar conclusions

with their corresponding estimates of conservative classification.

[Table 7.20 about here]

7.2.2 Exogeneity test

After presenting the baseline regression results, we take the strict exogeneity test of
diplomatic visits for homogeneous, reference priced and differentiated products trade
between China and OECD. Following previously discussed methodology, we discuss the
results of exogeneity tests of the number of diplomatic visits in the permanent window
on China’s trade with the OECD which is shown in Table 7.21. The exogeneity results
table is comprised of four parts: the upper left panel shows the results of the number of
Chinese visits on China’s exports to the OECD; the upper right panel shows the results of
the number of Chinese visits on China’s imports from the OECD; the left bottom part lists

the exogeneity results of the number of OECD visits on China’s exports to the OECD and
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the right bottom part gives estimates of the number of OECD visits on China’s imports
from the OECD. In each panel, results of homogeneous products, reference priced
products and differentiated products are presented according to conservative and liberal
coding schemes. As the regression diagnose statistics, observations and R-squared, are
the same out to the three decimal places for Chinese visits estimates and OECD visits

estimates, therefore, only one group of these statistics is listed.

The exogeneity test results in the upper panel show that the Chinese visits cannot
reject exogeneity for Chinese exports of homogeneous products and reference priced
products as the lead visits estimates enter insignificantly. Chinese second level visits lead
variable is significant in Column (3) and Column (6) indicates exogeneity is rejected for
Chinese second level visits on Chinese differentiated products exports to OECD countries.
In the right upper panel, only Chinese first level visits lead estimate in Column (7) fails
to pass the exogeneity test which indicates Chinese first level visits estimate is an
endogenous treatment to the Chinese imports of conservative coded homogeneous
products. The left bottom panel results show that OECD first level visits estimate rejects
exogeneity for China’s exports of reference priced products using conservative
classification codes. While with the liberal coding scheme, except for reference priced
products, OECD first level visits also reject exogeneity for Chinese exports of
homogeneous products. The bottom right panel gives consistent exogeneity results for
both coding schemes that OECD visits cannot reject exogeneity for China’s imports of
homogeneous goods and reference priced goods, but the exogeneity is rejected for OECD

visits for China’s imports of differentiated goods from the OECD.
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The strict exogeneity test results show that not all diplomatic visits are exogenous to
China’s trade and the OECD. Therefore, in the next subsection, I use the combined
specification to examine the impacts of diplomatic visits on bilateral trade between China

and the OECD.

7.2.3 Combined specification

Following the combined specification procedures, the calculated coefficients are closer
to the true impact estimates. Taking the visits estimates of conservative classified
homogeneous goods as an example, the combined specification estimates of the
diplomatic visits effect on trade are reported in Tables 7.22 to 7.25. According to Equation
4.17, the calculated estimates are as follows: the impact of both levels Chinese outward
visits on China’s exports of homogeneous goods are -0.004 and insignificant (the first
level visits estimate -0.004= -0.023+ (-0.055)* (0.507-0.851); the second level Chinese
visits estimate -0.004= 0.015+ (0.056)*(0.507-0.851)). Based on the estimates of Table
7.23, the impact of Chinese two levels visits on China’s imports of homogeneous goods
from the OECD are 0.004 and -0.008 respectively. Then the impact of OECD two levels
visits on China’s exports of homogenous goods are 0.012 and -0.003 as shown in Table
7.24. The impact of two levels OECD visits on China’s imports of homogeneous goods
are 0.010 and -0.029, note that OECD first level visits estimate is significant at 10% level.
The significant estimate indicate one more percentage change of OECD countries’ first
level visit to China will significantly increase 0.010% of China’s homogeneous good

imports.

[Tables 7.22 to 7.25 about here]
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The combined estimates of the number of diplomatic visits and China’s trade with the
OECD are presented in Table 7.26. The upper panel lists both levels Chinese visits on
China’s exports and imports by three types of goods in conservative and liberal
classifications. We find the calculated estimates of Chinese visits impact are generally
small and insignificant. Shown in the lower panel, both levels OECD visits have small
and insignificant estimates across different types of goods except for the OECD second
level visits have small, negative and significant impact on China’s exports of liberal
classified homogeneous goods and OECD first level visits estimate is small, positive and

significant on China’s imports of conservative classified homogeneous goods.

[Table 7.26 about here]

7.3  Technology intensity classification

First proposed by Hatzichronoglou (1997) and then developed by Pilat (2003), all
manufacturing products of the International Standard Industrial Classification (ISIC)
version 3 are categorized into four classes: high-tech, medium-high, medium-low and low
technology. In this subsection, we examine the impact of diplomatic visits on bilateral

trade of different technology intensity between China and the OECD.

7.3.1 Baseline regression

Consistent with previous subsection regression presentation, only the PPML approach
with Lagged Dependent Variables specification results are shown in Tables 7.27 to 7.30.
In each table, the left panel lists the impact of diplomatic visits on China’s exports to
OECD countries by different technology intensity categories; the right panel presents the

impact of diplomatic visits on China’s imports of each category.

159



Table 7.27 presents the effect of Chinese leaders’ outward visits on China’s trade with the
OECD. In Column (1), we find Chinese second level visits are significantly associated
with China’s lower exports of low-tech manufacturing in the 2-year window. Results of
Column (2) and Column (3) show that no significant impact of Chinese leaders’ visits on
Chinese medium-low and medium-high technology manufacturing exports. For the high-
tech industries, Chinese outward visits are significantly associated with lower Chinese
high-tech manufacturing exports throughout four window lengths except for Chinese first

level visits in the 1-year and permanent windows.

The estimates of Chinese outward visits on China’s imports from OECD are listed in
Columns (5) to (8). In Column (5), Chinese first level visits have a positive and significant
impact on China’s imports of low-tech manufacturing from the OECD. Chinese second
level visits estimates are positive but remain insignificant across all window lengths. For
medium-low technology manufacturing shown in Column (6), Chinese first level outward
visits are positive and significant in the 1-year and permanent windows. In contrast, as
shown in Column (7), Chinese first level visit estimates switch from positive to negative
but remain insignificant throughout all the windows. Chinese second level visits have a
negative and significant (in the longer window lengths) on China’s medium-high
manufacturing imports from the OECD. For China’s high-tech imports from OECD
countries in Column (8), both levels of Chinese visits significantly increase China’s

imports except for positive and insignificant estimates in the 1-year window.

[Table 7.27 about here]

In Table 7.28, we examine the impact of OECD leaders’ visits on China’s trade with

OECD countries. We find no significant estimate of OECD visits on Chinese low-tech
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manufacturing exports in Column (1). For the medium-low technology manufacturing in
Column (2), the estimates of OECD first level visits switch from negative to positive but
remain insignificant. In contrast, OECD second level visits estimates have generally
positive and are significant in the permanent window. Column (3) shows that both levels’
OECD visits have mixed signs but remain insignificant through all of the window lengths
for China’s medium-high technology industries exports. In Column (4), we find small,
positive and insignificant estimates of OECD first level visits except it becomes negative
and significant in the 4-year window. OECD second level visits are significantly
associated with lower Chinese high-tech exports to OECD countries. The right panel
reports the impact of OECD visits on China’s manufacturing imports. OECD visits in
Column (5) and Column (6) have a positive and significant impact on Chinese imports of
low-tech and medium-low-tech manufacturing except for the first level visits remain
insignificant in the first two windows. For China’s the medium-high imports shown in
Column (7), the OECD visits exert generally positive but insignificant impacts. Again,
positive and significant estimates of both OECD levels visits are found on China’s high-

tech manufacturing imports.

[Table 7.28 about here]

The impact of the number of Chinese outward visits estimates on China’s trade with
OECD is listed in Table 7.29. We find generally insignificant estimates in Column (1)
except Chinese second level visits significantly decrease China’s low technology exports
in the permanent window. No significant estimate of Chinese visits is found regarding
China’s exports of medium-low and medium-high technology products. Different from

the other three categories manufacturing, estimates in Column (4) are negative and
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significant for China’s high-tech manufacturing exports to the OECD. Columns (5) to (8)
present the number of Chinese visits effect on China’s imports from the OECD. In
Column (5), Chinese first level visits are significantly associated with a larger amount of
low-tech manufacturing imports from the OECD in the long run. For medium-low
industries in Column (6), only Chinese first level visits exert a positive and significant
effect on Chinese imports of medium-low technology manufacturing from OECD
countries. Generally positive and insignificant estimates of Chinese first level visits and
generally negative and insignificant estimates of Chinese second level visits are found in
Column (7) for China’s imports of medium-high technology manufacturing. In Column
(8), both two levels of Chinese visits estimates are positive and insignificant except
Chinese first level visits estimate in the 4-year window is statistically significantly

different from zero for China’s imports of high-tech manufacturing.

[Table 7.29 about here]

Revisiting the study of OECD visits’ impact on China’s trade with OECD, estimates of
the number of OECD visits are able to measure how trade flow will be affected as one
additional diplomatic visits is made between China and the OECD. The results are shown
in Table 7.30. In Columns (1) to (3), we find no significant impact of Chinese visits on
China’s exports of low tech, medium-low-tech and medium-high tech manufacturing to
the OECD. While in Column (4), Chinese second level visits exert strong negative and
significant impact on China’s exports of high-tech manufacturing. The right panel
presents the number of OECD visits estimates for China’s imports from the OECD. Both
levels OECD visits significantly increase China’s low-tech manufacturing imports from

the OECD except for the insignificant estimates of OECD first level visits in 1-year and
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2-year windows and second level visits in the permanent window. As shown in Column
(6), OECD first level visits have a positive and significant impact on China’s medium-
low technology imports from the OECD in the permanent window and the OECD second
level visits estimates are positive and significant in the longer windows. Estimates in
Column (7) show that the number of OECD visits have no significant impact on China’s
imports of medium-high technology products. In Column (8), OECD first level visits
exert a strong positive and significant impact on China’s high-tech imports from the
OECD. The second level of OECD visits estimates are generally positive but it is only

significant in the 2-year window length.

[Table 7.30 about here]

7.3.2 Exogeneity test
In this subsection, we examine the exogeneity of diplomatic visits for the trade of China’s
manufacturing with different technology intensity. The results of exogeneity test are

shown in Table 7.31.

The upper left panel lists the estimates of the number of Chinese outward visits on China’s
exports of the four technological categories. We cannot reject exogeneity of Chinese visits
estimates for China’s exports of low-tech, medium-low and medium-high technology
manufacturing. However, exogeneity is rejected for the estimates of the number of
Chinese second level visits on China’s exports of high-tech manufacturing from the
OECD. In the upper right panel, we cannot reject exogeneity of Chinese both levels’ visits
with China’s imports from the OECD. The left bottom panel lists the exogeneity results
of the number of OECD visits on China’s exports, again only the number of Chinese

second level visits estimate fails to pass the exogeneity test. The right bottom panel of
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Table 7.31 lists the exogeneity test results of the number of OECD visits on China’s
imports. The exogeneity is rejected for the number of OECD first level visits for China’s

imports of high technology manufacturing from the OECD.

In summary, we cannot reject exogeneity of low-tech, medium-low-tech, medium-high-
tech manufacturing estimates according to the exogeneity tests. In contrast, the
exogeneity is rejected for both Chinese and OECD diplomatic visits for the high
technology manufacturing trade between China and the OECD except for China’s import

from the OECD.

[Table 7.31 about here]

7.3.3 Combined specification

The combined estimates of the number of diplomatic visits on China’s high technology
manufacturing trade with the OECD are shown in Tables 7.32 to 7.35. Following the
arithmetic calculation in Equation 8.14, we find China first level visits estimate is 0.031
which is small, positive and highly significant on China’s exports of high technology
manufacturing to OECD and Chinese second level visits estimate is 0.004 but
insignificant. Based on the estimates in Table 7.33, the calculated estimates of Chinese
first level visits and second level visits are 0.003 and 0.017 respectively, which are small,
positive and insignificant on China’s imports of high-tech manufacturing. The calculated
estimates of OECD first level and second level estimates on China’s exports of high
technology manufactures are 0.002 and 0.009. In contrast, the impact of OECD first level
and second level visits on China’s imports of manufacturing section are -0.034 and -0.041.

None of the OECD visits estimate is significant at the 10% level.

[Tables 7.32 to 7.35 about here]
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The calculated estimates of diplomatic visits on China’s manufacturing trade with OECD
by technology intensity are shown in Table 7.36. As previously discussed, Chinese first
level visits significant promote China’s high-tech manufacturing exports. We also find
positive and significant estimates of Chinese first level visits on China’s imports of low-
tech manufacturing and OECD second level visits on China’s imports of low-tech
manufacturing. In contrast, we find OECD second level visits have a small, negative and
significant impact on China’s imports of medium-high technology manufacturing. The

other estimates are found to be generally small and insignificant.

[Table 7.36 about here]

7.4  Conclusions

In this chapter, we examine the impact of diplomatic visits on China’s trade using
disaggregated trade data on the basis of three different classifications: 21 sections of HS
2002 classification, Rauch classification on product heterogeneity and the OECD

classification on manufacturing technology.

The findings of 21 section trade are drawn on the basis of the PPML Lag DV estimates
and the strict exogeneity tests results. Chinese leaders’ visits estimates are generally
negative with China’s exports to the OECD across 21 sections: negative and significant
estimates are found for section of machinery which represents China’s largest export
volume, however, the estimates fail to pass the exogeneity tests. China’s outward visits
exert negative and significant impact on the sections of textiles (the second largest exports
section), section of optical, photographic, medical or surgical instruments and apparatus,
etc., section of raw hides and skins, leather, etc. and the sections with smaller trade

volume such as vegetable products and vegetable fats, oil and waxes. In contrast, Chinese
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visits to OECD significantly promote its imports from the OECD for most of the sections,
such as chemical products, base metal and the sections with smaller imports volume.
However, insignificant impact is found on China’s largest imports section, the machinery

section.

OECD leaders’ visits to China are found to have generally no significant impact on
China’s top ranked exports sections, such as the machinery section and textiles, base metal,
miscellaneous manufactures and so on. OECD visits are significantly associated with a
lower level of China’s exports of animal or vegetable fats, oil and waxed. Like Chinese
outward visits, the OECD inward visits to China have positive and significant impact on

most of sections for China’s imports with the exception of arm and ammunition section.

Trade between China and the OECD are classified on the basis of products heterogeneity.
Both Chinese outward visits and OECD inward visits have negative and significant
impact on China’s exports of homogeneous products. The estimates pass the strict
exogeneity tests. Positive and significant impact of diplomatic visits are found for China’s
imports of all three types of products: homogeneous products, reference priced products
and differentiated products. However, the exogeneity cannot be rejected only for Chinese
visits on China’s imports of reference priced products and OECD visits on China’s

imports of homogeneous products.

In terms of technology differentiation of manufacturing, both Chinese outward visits and
OECD inward visits have negative and insignificant impact on China’s exports of low
tech, medium-low tech and medium-high tech manufacturing. Significant and negative
impact are exerted on China’s exports of high tech manufacturing, however, the estimates

fail to pass the exogeneity tests for the high tech manufacturing trade. For China’s imports,
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both Chinese visits and OECD visits are significantly associated with the imports of low
tech, medium-low and high-tech manufacturing. In contrast, while negative and
significant estimates of Chinese visits and positive but insignificant impact of OECD
visits are found on China’s imports of medium-high tech manufacturing. Again strict
exogeneity test results show that diplomatic visits estimates suffer from endogenous bias
for China’s imports of high-tech manufacturing. Note that there are significant differences
between diplomatic visits’ impact on medium-high manufacturing and that on the other
three categories. It may be due to the protection of Chinese government on domestic
medium-high technology manufacturing industries, as the government is more capable to

control the imports instead of exports.

Several remarks are made on these three groups’ results. First, all of these three
disaggregated trade findings are consistent with those using country level data in Chapter
6: the diplomatic visits exert negative and significant impact on China’s exports while
have positive and significant impact on China’s imports. Second, combining the results
of HS section and technological classification (although not perfectly matched),
diplomatic visits exert positive and significant impact on China’s exports of low tech
manufacturing exports for example textiles section. While negative and significant impact
are found on high tech section exports, such as optical, photographic and medical or
surgical instruments and apparatus. For China’s imports, positive and significant impact
are exerted on most of the sections covering all technology manufacturing classifications.
Lastly, the pattern that diplomatic visits are associated with a lower level of China’s
exports and a higher level of China’s imports are observed in homogeneous products trade

only among the three types of Rauch classification products.
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8 Diplomatic visits and China’s FDI with the OECD

8.1 Introduction

Globalization is among the most frequently discussed topics in the last decade which
contributes to the acceleration of international exchange, including commodities, finance
capitals and human resources. Along with international trade, FDI is the viewed as the
main driver of globalization. In fact, FDI has grown more quickly than international trade
and world GDP since 1980. According to the United Nations Conference on Trade and
Development (UNCTAD) statistics, although lower than the peak of 2008, global FDI
flows reached 1.35 trillion USD by the end of 2012. In 2012, more than 40 percent of
global OECD direct inflows went to only five countries. China attracts 18% of FDI
inflows with 253 billion USD followed by the United States with 175 billion USD, Brazil
with 65 billion USD, the United Kingdom with 63 billion USD and France with 62 billion
USD. Therefore, we argue that China is an ideal country to study as China is relatively
new to the global investment system and is quickly becoming the largest recipient of FDI

in the world.

As we find little evidence of the diplomatic visits impact on China’s international trade,
which is not as effective as the media advertise. We argue it may be partly due to the
international economic interactions channels between China and the rest of world shift
from international trade to cross-border investments or the diplomatic visits aim to
promote FDI more than international trade. In addition, as discussed in Chapter 3 FDI
data source section, the most comprehensive FDI database is from the OECD statistics.

Therefore, in this chapter, we want to understand whether and if yes by how much
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diplomatic visits to and from China have an impact on OECD countries outward FDI to

China over the period 2002 to 2012 following China’s entry into the WTO.

As we have discussed the related literature review, data description and methodology in
previous chapters, to avoid repetition, the rest of the chapter proceeds as follows: the
baseline regression results are shown in section 8.2. Section 8.3 presents the strict
exogeneity test results. In sections 8.4 and 8.5, we provide solutions namely combined
specification and 2004 year OECD visits to deal with the endogeneity issue. Section 8.6

reports the results followed by robustness checks. The last section concludes.

8.2  Baseline regression

Following the methodology in previous chapters, log-linear and PPML are employed with
four specifications: standard Gravity, Country FE, Lag DV and Pair FE. For each
specification, we test four different lengths of visits durations and treat them equally in
all windows and all years of each window: l-year window, 2-year window, 4-year
window and permanent window. Diplomatic visits are included in the form of a dummy

and count variable.

8.2.1 Diplomatic visits and OECD outward FDI stock to China

The impact of Chinese first level visits and second level visits represented by dummy
variables on OECD outward FDI stock are listed in Table 8.1. Columns (1) — (4) report
the results for a standard gravity specification, Country Fixed Effect specification, Lagged
Dependent Variable specification and Country Pair Fixed Effect specification using log-

linear approach respectively. Columns (5) — (7) are the results using a PPML approach.
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The standard gravity specification results in Column (1) show that Chinese first level
visits exert a negative impact on OECD outward FDI stock and the magnitude grows with
window length while Chinese second level visits have a positive but insignificant impact
on the OECD FDI stock to China. However, traditional standard gravity specification
estimates are biased as the model omits important country characteristic variables. Results
of Country FE including time varying fixed effects are reported in Column (2). The results
are similar to those in Column (1) except for Chinese second level visits estimate changes
from positive to negative but remains insignificant in the permanent window. After
incorporating three year lagged dependent variables, both level estimates in Column (3)
are negative and insignificant for each of our four window lengths. Not including lagged
dependent variables but using country-pair fixed effect into Country FE, Pair FE estimates
in Column (4) show that first level visits are associated with a lower level of OECD

outward FDI stock to China and Chinese second level visits have no significant effect.

Our PPML are presented in Columns (5) — (7). The estimates of PPML are considerably
different from those using a log-linear approach. Column (5) also reports a standard
gravity specification set up, the estimates lead to be positive but generally insignificant.
After incorporating China and OECD countries’ time-varying country fixed effects in
standard gravity model, again we find generally positive but insignificant effects for both
levels of visits. However, when we add one-year, two-year and three-year dependent
variables into the regression, we find Chinese outward visits have a positive and
significant effect on OECD FDI stock to China in four-year and permanent windows. A
higher R? confirms that Lag DV specification fits the data better than Country FE and

standard gravity.
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[Table 8.1 about here]

Several OECD member countries are also China’s top trade partners. It is possible that
multiple visits are made within one year. To take into account the possibility of multiple
visits, we use a count number variable instead of dummy but follow the same regression
design. Table 8.2 presents the estimates for the number of leaders’ outward visits on
OECD outward FDI stock to China. Both Log-linear and PPML estimates are generally
similar to those in Table 8.1 although the coefficients tend to be smaller. The log-linear
estimates are negative with mixed significance while PPML estimates are positive and

significant at 10 % significance level in 4 year window of the specification of Lag DV.

[Table 8.2 about here]

In Table 8.3 we present the results for the dummy variable of OECD countries leaders’
visits on OECD outward FDI stock to China. The log-linear gravity specification
estimates in Column (1) indicate that OECD first level visits are associated with lower
FDI stock to China (in the two-year and four-year windows) while OECD second level
visits increase FDI stock to China if the visits effect last for two years. Controlling for
time variant country fixed effects in Column (2) we find that OECD first level visits are
still negative but the significance disappears. The second level visits estimate is still
positive and significant in the two-year window. After adding three lagged dependent
variables into the Country FE regression we find a strongly positive and highly significant
first level visit estimate in the permanent window in Column (3). In Column (4) we
replace three lagged dependent variables with country-pair fixed effects. Now, OECD
first level visits again exert a significant negative impact on its outward FDI to China

while OECD second level visits estimate significantly increase OECD FDI to China.
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The PPML estimates in Columns (5) — (7) show that unlike the estimates in Column (1)
that both levels visit estimates in Column (5) are generally positive. In the two-year
window, OECD first level visits appear to significantly strengthen OECD countries’ FDI
to China. By adding the same set of country fixed effects, Column (6) shows that both
level visits remain positive. Again, first level visits are found be positive and significant
in the first two window lengths. Lag DV estimates in Column (7) show that both two

levels visit significantly increase FDI stock to China.

[Table 8.3 about here]

In Table 8.4 we take into account multiple OECD leaders’ visits to China in a single year
we investigate the impact of the number of OECD leaders’ visits to China on OECD
outward FDI stock to China. Again, the results are similar to Table 8.3 but the coefficients
tend to be of a smaller magnitude. The log-linear estimates tend to be of mixed sign and
significance. Our preferred PPML estimates indicate that more OECD leaders’ visits to

China leads to a larger value of OECD outward FDI to China.

[Table 8.4 about here]

8.2.2 Diplomatic visits and OECD outward FDI flows to China

In this subsection, we investigate the link between diplomatic visits and flows of FDI.
The results for Chinese outward visits and OECD FDI flows to China are reported in
Tables 8.5 and 8.6 and the results of OECD leaders’ visits to China on its FDI outflow to

China are presented in Tables 8.7 and 8.8.

Estimates examining whether OECD FDI outflows are promoted by the visits paid by

Chinese leaders are presented in Table 8.5. The coefficients for the Gravity specification
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in Column (1) are positive and found to be significant in the longer windows. Column (2)
shows that after controlling for country fixed effects both levels of visits remain
insignificant in the first three windows but for the permanent window both visit levels are
positive and significant. One-year, two-year and three-year lagged FDI outflows and
time-variant country fixed effects are embodied in Lag DV specification. The estimates
appear to have no impact on FDI flows but with mixed signs. The final specification
applying log-linear approach is Pair FE specification. Both visit levels have no impact on
FDI outflows with the exception of second level visits which are negative and
significantly different from zero. The PPML estimates are presented in Columns (5)-(7).
In Column (5) the Gravity results show that larger OECD FDI outflow to China will be
achieved following Chinese visits paid to OECD countries. Similar results are found in
Column (6) after incorporating country fixed effects. Estimates of Lag DV specification
with the highest R* show that Chinese visits significant increase FDI outflow to China in

one-year and permanent windows.
[Table 8.5 about here]

Table 8.6 presents the results for the number of Chinese leaders’ overseas visits to OECD
countries on OECD FDI outflows. In summary, the count number visits estimates tell a
similar story as their counterparts in the form of dummies, even the diagnostic statistics
are similar in each specification. Note that the coefficients of the count visits are

considerably smaller than those of dummy visits.
[Table 8.6 about here]

The impact of OECD country leaders’ visits to China on their FDI outflows to China is

shown in Table 8.7. Column (1) shows coefficients for OECD leaders’ visits are generally
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positive but insignificant. By adding the same set of country fixed effects, we find that
OECD visits coefficients are slightly higher than those in the standard gravity
specification but remain insignificant. Adding three lagged dependent variables in
Column (3) and Pair fixed effects in Column (4) are all insignificant for each of the four
windows. For the PPML estimations in Column (5) we find that OECD countries first
level leaders’ visits to China increase their FDI outflows to China. The longer the window,
the larger the effect. More specifically, we find that OECD second level visits promote
FDI outflows to China for the first three window lengths. When we include the same set
of country fixed effects, we find no impact of OECD first level visits on OECD outflows.
At the same time, OECD second level visits estimates are positive and significant in the
one-year and two-year window lengths. Column (7) present the Lag DV specification

results and similar results are found.
[Table 8.7 about here]

Table 8.8 presents the estimates of the number of OECD leaders’ visits to China on their
FDI outflows to China. The count results are similar. As we found previous the main
difference is the reduced magnitude of the coefficients. The log-linear estimates are
generally positive but no significance is found. PPML estimates are found to be

significant across all specifications.

[Table 8.8 about here]

8.3  Strict Exogeneity Test

Follow the strict exogeneity test procedures, we test the whether these four specifications

estimates are exogenous to FDI or not. As the exogeneity tests results of dummy visits
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and count visits give almost the identical conclusions, we only discuss the exogeneity
tests results of count diplomatic visits on OECD FDI outward stock and FDI outflow to

China, the results are reported in Tables 8.9 and 8.10 respectively.

Table 8.9 presents the strict exogeneity test results for count visits and OECD outward
FDI stock. The upper panel reports the results of Chinese two levels visits and their
forward lead variables. The lower panel lists OECD two levels visits and their respective
lead variable estimates. For log-linear estimates, exogeneity cannot be rejected for both
Chinese outward visits and OECD inward visits estimates in the standard gravity
specification and Lag DV specification. For PPML estimates, the exogeneity cannot be
rejected for all of these three specifications Chinese forward visits. Also the exogeneity
cannot be rejected for OECD both levels’ visits in the standard gravity specification.
However, OECD first level forward visits are significant for Country FE and Lag DV

specification at the 1% and 5% level respectively.

[Table 8.9 about here]

Exogeneity test results for count number visits and FDI outflow are presented in Table
8.10. Chinese outward visits pass exogeneity test in the Lag DV specification for both
log-linear and PPML approaches, also the exogeneity cannot be rejected for Chinese
outward visits for the OECD FDI outflow to China using log-linear method and standard
gravity specification. In the lower panel of Table 8.10, OECD inward visits to China
estimates are reported in the lower section. Only Pair FE specification of log-linear
approach suffers from endogeneity indicated by both two levels forward visits being
significant. For the PPML estimates, again we find significant OECD first level lead visits

estimates are statistically significant at 1% in Country FE and Lag DV specifications.
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[Table 8.10 about here]

In summary, mixed evidence are found for each specification of two empirical methods
based on the results of these four groups of exogeneity test. Combining the results of
exogeneity tests and diagnostic criteria, the Lag DV specification performs the best
among these four specifications (three specifications when applying PPML approach) as
its goodness of fit is the largest even though it fails to the strict exogeneity tests in some
cases. Moreover, PPML is more advantageous than a standard log-linear approach
because the former is able to obtain consistent parameters for all types of constant-
elasticity models, including the gravity model. Therefore, the Lag DV of PPML is our
preferred specification with the notation that Chinese outward visits estimates pass the
exogeneity without a doubt while OECD leaders’ visits to China are endogenous to OECD

FDI to China for both stock and flow.

8.4 Combined specification

One of the arguments about Pair FE which only shows up under log-linear broad
classification is that its estimates are downwardly biased if diplomatic visits are prompted
by dips of FDI stock or FDI flow. Following previously discussed combined specification
methodology of chapter 4, we incorporate one-year lagged dependent variable in within-

group transformed Pair FE using the method proposed by Nickell’s (1981).

Estimates of combined specification of Chinese outward visits and OECD FDI outward
stock are shown in Table 8.11. The upper bound of true value p known as the single
lagged dependent variable estimate in Column (1) is 0.874; the value of p known as the
within-group transformed single lagged dependent variable in Column (3) is 0.502; § for

Chinese first level visits and second level visits of combined regression in Column (3) are
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-0.123 and -0.076 respectively and both are significant at 5% significant level; § for
Chinese first level visits and second level visits in auxiliary specification in Column (4)
are —0.158 and -0.016 respectively. According to Equation 4.17, the impact of Chinese
first level leaders’ visits on the OECD outward FDI to China is -0.064 (= -0.123+ (-0.158)
* (0.502-0.874)). The impact of Chinese second level leaders’ visits on the OECD
outward FDI to China is -0.0006 (-0.0006= -0.002+ (-0.004) * (0.181-0.529)). As both
levels of Chinese visits estimates are significant in the combined specification, the
calculated combined specification estimates show that one more percentage chang of
Chinese first level visit to the OECD, the OECD outward stock in China will decrease by
0.064%:; and one more percentage change of Chinese second level visit to the OECD, the
OECD FDI stock in China will decrease by 0.0006 %, indicating a very limited effect in

terms of magnitude.
[Table 8.11 about here]

According to Equation 4.17, the impact of Chinese first level visits on OECD outward
FDI stock is -0.064 as -0.064 = -0.123+ (-0.158) * (0.502-0.874). The impact of Chinese
second level visits on OECD outward FDI stock is -0.070 as -0.070= -0.076+ (-0.016) *
(0.502-0.874). Similar to Table 8.11, we also carry out the other three groups of
estimations. Table 8.12 presents the combined results of OECD leaders’ inward visits to
China and OECD outward FDI stock. OECD first level and the second level combined
estimates are 0.090 and -0.014 respectively. The combined results of diplomatic visits and
FDI outflows are shown in Tables 8.13 and 8.14. We find Chinese first level outward
visits on OECD FDI outflow to China is 0.524, the second level estimate is 0.035. The

calculated combined impact of OECD first level leaders’ visits to China is and the second
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level effect is 0.065. The combined specification results indicate that -0.081. Note that

none of the combined specification estimates is significant.

[Tables 8.12, 8.13 and 8.14 about here]

8.5 OECD leaders’ visits to China in 2004

As a further sensibility check we look at 2004 in detail. We argue that OECD visits in the
year 2004 are more likely to be exogenous relative to any other year visits for two reasons:
first, the outbreak of SARS in November 2002 lead to some OECD leaders’ China visits
and international meetings which should have happened in 2003 being canceled or
postponed until 2004. Second, the election and re-election of Chinese government leaders
caused both inward and outward visits to differ between the years 2003-2004 and 2008-
2009. Therefore, it is fair to say that in the year of 2004 OECD visits to China were more

politically driven and hence exogenous to FDI activities more generally.

Following previous chapter presentation of 2004 OECD visits (here OECD countries’
visits), we only consider 2004 OECD visits to China as our treatment variable and also
use four different window lengths: one-year, two-year, four-year and permanent windows.
In one-year window length, we examine the OECD visits to China on a cross-section of
FDI stock and flows. For the two-year window length, the influence of 2004 OECD visits
lasts for two years. Similarly, in the four-year window length, 2004 OECD visits exert the
same impact over the period 2004-2007. The same rule applies to the permanent window
for the period 2004-2012. Therefore, the longer the window length, the larger number of
observations. Pair FE do not apply because the 2004 visits are time-invariant variable and
will be omitted automatically. Together with the combined specification, the 2004 OECD

visits is treatment for the endogeneity of OECD visits. The results of 2004 OECD visits
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to China on OECD FDI outward stock and FDI outflow in the form of dummy and count

variables are presented in Tables 8.15, 8.16, 8.17 and 8.18.

Table 8.15 presents the year of 2004 OECD visits estimates on OECD FDI outward stock
to China. Using log-linear approach we find positive and significant estimates in standard
gravity and Country FE and insignificant estimates in Lag DV specification. In Column
(6) with PPML approach, we find positive and highly significant estimates in our
preferred specification Lag DV. Table 8.16 presents the impact of 2004 OECD count
number visits to China on OECD FDI outward stock to China. Consistent with their
dummy counterparts, the 2004 OECD leaders’ count number visits significantly increase

OECD FDI stock in China.

[Tables 8.15 and 8.16 about here]

Table 8.17 presents the impact of the 2004 OECD visits to China on OECD FDI outflows
to China. Compared to the insignificant estimates of overall OECD visits to China, the
2004 OECD visits show a positive and mixed significance in the log-linear approach.
OECD first level visit estimates are positive but insignificant while the second level visits
considerably increase FDI outflows to China. The count for 2004 OECD visits results
are presented in Table 8.18. As before we find near identical significance but smaller
coefficients compared to visit dummy estimates. The preferred specification, Lag DV of
PPML, indicates that OECD second level visits to China exert a positive and significant

impact on FDI outflows to China but only in the four-year and permanent windows.

[Tables 8.17 and 8.18 about here]
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8.6 Robust checks

The baseline results indicate Chinese leaders’ visits to OECD countries have a small,
positive and weakly significant impact on OECD outward FDI stock in China in the long
run (four-year and permanent windows) while OECD leaders’ visits to China have a
positive and strong significant impact on OECD outward FDI stock. In addition, Chinese
outward visits are able to promote OECD FDI outflow to China in the short run, while
OECD second level inward visits to China have a dramatic impact on the pattern of OECD
outflow to China. In this section, we carry out three groups of robustness checks
employing the same empirical approaches: log-linear and PPML. As the Lag DV
specification is our preferred specification, we only compile and discuss the Lag DV

specification estimates.

The first robustness check is to take into account the greater China treatment in FDI study.
In the baseline regressions, we regard mainland China, Hong Kong and Macao as three
separate FDI host or home markets following the OECD statistic database classification.
Due to the same reason in trade studies that the lack of official visits records to mainland
China, Hong Kong and Macao, we merge these three regions in one investor or target
country to keep the consistency between FDI data and visits data. Except for the outward
FDI stock and outflow data, the Gravity equation also requires control variables according
to the Great China classification. Technically we merge population and GDP but keep
other control variables based on mainland China, for instance, distance, common

language, common currency and colony relations and so on.

The second robustness check test whether the FDI data source may change the diplomatic

visits estimates. As discussed in previous section, the reported FDI stock and flows data
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are different based on different reporter countries dues to inconsistency methodology of
compiling data in different countries. The OECD’s outward FDI stock in China does not
match China’s inward FDI stock from OECD, neither does the OECD FDI outflow to
China and China’s FDI inflow from OECD. In this robust check, we check whether the
incomparability in FDI statistics lead to different findings of diplomatic visits impact on

OECD FDI to China.

In the final robustness check we examine the impact of economic related visits on the
OECD outward FDI to China. Based on the documented information of the visits we are
also able to identify whether the visits are general diplomatic visits or economic related
visits. Then we try to figure out whether and by how much economic related visits affect

OECD outward FDI to China.

8.6.1 Robustness checks of diplomatic visits on OECD outward FDI
stock in China

Table 8.19 reports the robustness checks results, with the baseline regression and results
listed for comparison. The left panel presents the impact of Chinese visits and OECD
outward FDI stock in China. Baseline regression estimates in Column (1) show both
levels of Chinese visits are generally positive and the significances appear for Chinese
first level visits estimate in 4-year window and Chinese second level visits estimate in the
permanent window. The greater China estimates in Column (2) show that Chinese visits
are significantly associated with a greater amount of FDI stock of OECD countries in
China especially in 1-year and 2-year windows. Using the China inward FDI stock from
OECD countries, we find generally positive and highly significant estimates for Chinese
visits to the OECD in Column (3). In Column (4) we find Chinese first level and second

level visits to the OECD exert different impacts on OECD outward FDI stock in China:
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first level economic related visits are positively related with OECD FDI stock in China
while second level economic visits have slightly larger negative and significant impacts

on FDI stock in China.

The right panel reports the impact of OECD visits to China on OECD countries’ FDI
stock in China. Baseline regression results in Column (5) show OECD visits to China
have positive and significant impact on OECD outward FDI in China, especially for the
second level visits. The 2004 OECD visits estimates in Column (6) show that 2004 OECD
visits significantly increase OECD outward FDI stock in China for all windows.
Estimates in Column (7) illustrate that OECD first level leaders’ visits increase OECD
countries’ FDI stock in China in the longer windows while OECD second level visits
accelerate the FDI stock in China in the shorter windows. Generally positive and highly
significant estimates for OECD visits on China’s inward FDI stock from the OECD are
found in Column (8). As to OECD countries’ visits to China, we find the first level
economic related visits encourage the increase of their FDI outward stock in China with
the effect enduring for two years. The second level OECD visits have generally positive
but insignificant impact on OECD outward FDI stock in China. The evidences are

obtained in Column (9).

[Table 8.19 about here]

8.6.2 Robustness checks of diplomatic visits on OECD FDI outflows to
China

Table 8.20 reports the summary results of diplomatic visits and OECD outward FDI flows
to China. Columns (1) - (4) list the results of Chinese visits to OECD on OECD FDI

outflows to China. Baseline regression results in Column (1) are general positive but the
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significant estimates are found for the first level visits in the 1-year window and both
levels of Chinese visits in the permanent window. Like the estimates for FDI outward
stock, both outward visits and inward visits are significantly associated with a larger
amount of OECD FDI outward stock in China. Also we find generally positive, larger in
magnitude and more significant estimates of diplomatic visits on the OECD FDI outflow
to China with the Greater China treatment, which are shown in Column (2). Using China’s
reported FDI inflows data in Column (3), the positive and significant impact of Chinese
outward visits to OECD countries on China’s inflows are only observed in longer
windows (4-year and permanent windows). In the one-year window again we find a
positive and significant estimate of Chinese first level economic visits while second level
visits have relatively small, negative and significant impact of OECD inward economic

related visits on FDI outflow to China, which is shown in Column (4).

Columns (5) - (9) present the impact of OECD visits to China on OECD FDI outflows to
China. The baseline results in Column (5) show that OECD second level visits have
positive and significant on OECD FDI outflows to China. The second level 2004 OECD
visits to China have positive and significant impact on OECD FDI outflows to China for
all windows. In Column (7), OECD visits are generally positive and significant except
for OECD first level visits with the greater China treatment. Estimates in Column (8)
illustrate that the OECD countries’ second level visits to China exert a positive and highly
significant impact throughout all of these four window lengths while the first level inward
visits impact come into effect only in the long run. The first level economic related OECD
visits to China have negative and significant impact on OECD FDI outflows to China,
while the second level visits exert a positive and significant impact with a larger

magnitude.
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[Table 8.20 about here]

Tables 8.21 and 8.22 presents the estimates of the count of diplomatic visits on OECD
outward FDI to China, which tell a same story with their dummy counterparts but with a

smaller magnitude.

Compared to the Lag DV specification results in baseline regression which are generally
positive and insignificant, the corresponding Greater China estimates are also generally
positive and highly significant especially for Chinese outward visits, which illustrate that
the impact of diplomatic visits on OECD countries outward FDI to China become bigger
and stronger after merging Hong Kong and Macao into mainland China as the Greater
China. Estimates of diplomatic visits are more significant using China reported FDI data
compared to those of baseline regression in which OECD reported data are used. The FDI
data reported by different authorities do affect the results. The economic related visits
robust check gives a different conclusion from the baseline regression. Economic related
first level visits and second level visits have opposite and significant impact, while the
general diplomatic visits have consistent positive but insignificant impact on the OECD

outward FDI stock in China.

8.7 Conclusions

In this chapter, we examine the diplomatic visits’ impact on cross-border capital flows
using OECD outward FDI to China. Using several measures of FDI, FDI stock data is
viewed as an appropriate measurement of multinational corporations’ activities.
Therefore, we choose FDI stock estimates as our baseline test results. Besides, we also

examine FDI flow data to study both static and dynamic changes of OECD countries’ FDI
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to China. This is the first attempt in the literature to explore the relationship between

multilevel diplomatic visits and FDI.

Employing the same empirical approaches discussed in chapter 4, we take four different
specifications using both log-linear and PPML. The baseline results indicate that Chinese
outward visits to OECD countries have a small, positive and weakly significant impact
on OECD outward FDI stock in China in the long run (four-year and permanent windows)
while OECD leaders’ inward visits to China have a positive and significant impact on
OECD outward FDI stock. In addition, Chinese outward visits are able to promote OECD
FDI outflows to China in the short run, while OECD second level inward visits to China

have a positive and significant impact on OECD outflows to China.

According to the results of strict exogeneity tests, Lag DV of PPML is our preferred
specification. The exogeneity cannot be rejected for Chinese outward visits and OECD
FDI to China in the preferred specification while OECD leaders’ visits to China show
mixed results and thus suffer from the endogeneity issue. Therefore, we take combined

specification and 2004 OECD inward visits as two ways to address endogeneity concerns.

In addition, we carry out three groups of robustness checks: first and foremost, we
consider the “Greater China” issue, the diplomatic visits show stronger impact on the
OECD FDI to China for both stock and flows. Secondly, using data of China’s FDI inward
stock and China’s FDI inflow from OECD countries instead of OECD reported FDI
outward stock and outflow to China, diplomatic visits effectively prompt the OECD
outward FDI to China. In the third robustness check, we examine the impact of economic
related visits on OECD outward FDI to China, we find Chinese first level economic

related visits have small, positive and significant on FDI outward stock in China, however,
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the second level Chinese visits are significantly associated with lower FDI stock. The
economic related visits have similar effect with baseline estimates that is positive and

significant effect on the OECD FDI outflow to China.
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9 Conclusions

This chapter concludes this thesis. In section 9.1, we summarise our main results and
discuss the policy implications of Chapters 5 to 8 are presented. In section 9.2 the

limitations of this research and future research are discussed.

9.1 Summary of results

The overarching aim of this thesis is to reveal whether the exchange visits of high-level
leaders between two countries result in an increase in bilateral trade and FDI, and if so,
by how much. To achieve this, our objectives can be grouped into four associated studies.
The diplomatic visits data to and from China are collected from two main official data
sources and one complementary data source. Two empirical approaches: log-linear and
PPML are employed in this study and the PPML approach is able to get consistent
estimates with the condition that the conditional mean is correctly specified. For each
topic, baseline regressions are discussed first followed by a strict exogeneity test,
combined specification estimation, 2004 foreign leaders’ visit estimations and a series of

robustness checks.

In Chapter 5, we investigate the impact of diplomatic visits on China’s trade with 180
countries and regions. Results show that Chinese leaders’ overseas visits are associated
with a significantly lower level of China’s exports, and foreign leaders’ visits to China
however have no significant impact on China’s international trade. In contrast, the results
of 2004 foreign visits which are believed to be more exogenous to international trade

exert a positive and significant impact on China’s exports at the 5% significance level.
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The combined specification and the four robustness tests show that the baseline regression
estimates are robust. The results are not consistent with anecdote evidence on the media
that diplomatic visits lead to more trade. International trade between China and the rest

of world does not appear to have been promoted by diplomatic visits.

In Chapter 6, the hypothesis that diplomatic visits exert different impact on the
international trade is verified when considering two more homogeneous groups of
countries: Africa countries and OECD countries. Chinese diplomatic visits are found to
be associated with a significantly higher level of China’s exports to Africa. In contrast,
both Chinese and OECD diplomatic visits significantly increase China’s imports from the
OECD. This heterogeneous impacts of diplomatic visits may due to the relative
negotiation power between governments. The interaction between outward FDI of China

and China’s international trade provide another explanation.

Disaggregated trade is used in Chapter 7 to find the impact of diplomatic visits on China’s
international trade. In addition to China’s HS 2002 section level trade, trade of
heterogeneous products classified by Rauch (1999) and trade of different technology
embodied manufacturing have been examined. The empirical estimates reveal that
diplomatic visits are positively related with China’s exports of low tech manufacturing
exports and negatively with on high tech section exports. In contrast, generally positive
and significant estimates of diplomatic visits are found for most of the sections and all

technology classified manufacturing.

Finally, Chapter 8 examines the relationship between diplomatic visits and the OECD
outward FDI to China. Both Chinese leaders’ and OECD leaders’ visits have a generally

positive and significant impact on OECD outward FDI to China using the measures of
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FDI stock in China or FDI inflows to China. The impact become greater once the “Greater

China” is introduced in the analysis.

9.2  The limitations and future research

9.2.1 Limitations of this research

Due to the data availability of diplomatic visits for each country pair, diplomatic visits
are in this study only include those to and from China. The absence of the visits that occur
between other country-pairs force us to make a strong assumption that the diplomatic
visits between other country-pairs have no impact on China’s international trade. Country

pair fixed effects are included to help address this issue.

Another problem that may contaminate the estimates of analysis is the endogeneity of
diplomatic visits with international trade or FDI. Even though the combined specification
and 2004 year foreign visits are employed to deal with the endogeneity, we cannot solve

this problem as no good instrument variable (IV) has been found for diplomatic visits.

The third limitation of this research is that the Pair FE specification cannot be applied
with PPML approach as once the country pair fixed effects incorporated in the gravity
equation, the regression cannot converge and no results are reported. Therefore, we could
not provide the upper and lower bound of PPML estimates and neither can we perform

the combined specification with PPML approach.

9.2.2 Future research

Future work will attempt to find a good IV for diplomatic visits. There are two
potential options. The first IV for the dummy or count of diplomatic visits between China

and a particular country is the weighted average of diplomatic visits between China and
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its neighbour country or countries. Another option for the IV is the diplomatic visits of
another country which has the similar characters of China such as the other “BRICS”
countries. The difficulties exist the data availability and whether they are exogenous to

international trade or FDI of China.
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Figure 3.1 China’s international trade
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Figure 3.4 Destination allocations of total Chinese leaders’ overseas visits
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Figure 3.5 Chinese leaders’ overseas visits
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Figure 3.6 Origins of foreign multi-level leaders’ visits to China
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Figure 3.7 Origins of total foreign leaders’ visits to China
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Figure 3.8 Foreign leaders’ visits to China
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Figure 3.13 Diplomatic visits between China and Africa
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Figure 3.14 Geographical distribution of Chinese visits to Africa
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Data source: Author own calculation based on China Foreign Affairs yearbooks.

Figure 3.15 Geographical distribution of African visits to China
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Figure 3.16 China international trade with the OECD
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Figure 3.18 Rauch liberal classification of China’s export to the OECD
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Figure 3.19 Rauch liberal classification of China’s import from the OECD
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Figure 3.20 Technology classification of China’s export manufacturing to the OECD
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Figure 3.21 Technology classification of China’s import manufacturing from OECD
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Figure 3.22 Trade and FDI between China and the OECD
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Figure 3.23 OECD reported and China reported FDI stock and FDI flows

214

60

50

w
o
FDI flow (Billions USD)



60

50

40

30

Visits

20

10

2002 2003 2004 2005 2006 2007 2008 2009 2010

=¢=Chinese Outward Visits to OECD =8—0OECD Inward visits to China

Data source: Author own calculation based on China Foreign Affairs yearbooks.

Figure 3.24 Diplomatic visits between China and the OECD
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Figure 3.25 Geographical distribution of Chinese outward visits to the OECD
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Figure 3.26 Geographical distribution of the OECD visits to China
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Figure 3.27 Diplomatic visits and FDI for selected OECD member countries
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Table 3.1 China's top 10 trade partners in 2012

Imports
Country or T?];aih?ga;lsle Exports Value Value
Region USD) (Billions USD) (Billions
USD)
World 3867.12 2048.71 1818.41
EU 546.04 333.96 212.08
United States 484.67 351.78 132.9
Hong Kong, 34131 323.43 17.88
China
Japan 329.46 151.62 177.83
Korea Rep. 256.42 87.68 168.74
Taiwan, China 168.98 36.78 132.2
Australia 122.35 37.73 84.62
Malaysia 94.83 36.53 58.31
Russia 88.21 44.06 44.16
Brazil 85.75 33.42 52.33

Data source: China Statistical Database.
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Table 3.2 Top destinations of China’s visits to African countries

Chinese first level visits Chinese second level visits ~ Chinese total outward visits
Egypt (4) South Africa (14) South Africa (17)
South Africa (3) Egypt (11) Egypt (15)
Algeria (2) Ethiopia (9) Ethiopia (10)
Kenya (2) Namibia (8) Namibia (9)
Morocco (2) Algeria (6) Algeria (8)
Nigeria (2) Kenya (6) Kenya (8)
Tanzania (2) Mauritius (6) Mauritius (7)
- Tunisia (6) Tunisia (7)
- Botswana (6) Botswana (6)

Data source: Author own calculation based on China Foreign Affairs yearbooks.
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Table 3.3 Top origin countries inward visits from African countries

Foreign first level visits Foreign second level visits ~ Foreign total outward visits

Namibia (4) Libyan Arab Jamabhiriya (5) Egypt (7)
Mauritius (4) Egypt (4) South Africa (7)
Mozambique (4) South Africa (4) Mozambique (6)
Niger (4) Ethiopia (3) Libyan Arab Jamabhiriya (5)
South Africa (3) Nigeria (3) Ethiopia (5)
Egypt (3) Zambia (3) Nigeria (5)
Kenya (3) Tunisia (3) Zambia (5)
- - Kenya (5)
- - Namibia (5)
- - Mauritius (5)
Data source: Author own calculation based on China Foreign Affairs yearbooks.
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Table 3.4 Top destinations of China’s visits to the OECD

Chinese first level visits  Chinese second level visits Chinese total outward visits

USA (10) USA (35) USA (45)
Germany (8) United Kingdom (16) United Kingdom (23)
United Kingdom (7) Republic of Korea (16) Republic of Korea (22)
Republic of Korea (6) Japan (14) Germany (19)
France (5) Finland (14) Japan (18)

Data source: Author own calculation based on China Foreign Affairs yearbooks.
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Table 3.5 Top origin countries visits from the OECD

Foreign levell Foreign_level2 Foreign visits Total
Germany (11) USA (61) USA (65)
Republic of Korea (10) Japan (29) Japan (36)
France (10) Republic of Korea (18) Republic of Korea (28)
Japan (7) France (15) France (25)
Australia (7) Germany, United Kingdom Germany (25)

(14

Data source: Author own calculation based on China Foreign Affairs yearbooks.
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Table 5.1 Chinese visits and China’s exports

Log-linearized PPML (missing) PPML (zero)
Specification Gr(alv)ity Cour(jr)y FE Lagl))v Pa(ij)FE Gr(asv)ity (6) Country FE Lagl))v Gr(fv)ity (9) Country FE L;;BV
Dependent Variable lexport lexport lexport lexport export export export export_zero export_zero export-zero
1-year window
China Levell 0.073** 0.027 -0.034 0.050* 0.326%** 0.029 -0.125%* 0.326%** 0.021 -0.128**
(0.029) (0.021) (0.023) (0.027) (0.109) (0.066) (0.054) (0.124) (0.0659) (0.055)
China Level2 0.093%** -0.020 -0.028 -0.012 0.568%*** -0.020 -0.107* 0.703%** -0.025 -0.161%*
(0.020) (0.022) (0.021) (0.022) (0.184) (0.093) (0.055) (0.189) (0.092) (0.064)
2-year window
China Levell_2 year 0.158%** 0.037 -0.035 0.064** 0.259%* 0.011 -0.125%* 0.273%** 0.001 -0.128**
(0.034) (0.033) (0.024) (0.032) (0.112) (0.090) (0.054) (0.105) (0.089) (0.055)
China Level2_2 year 0.201%** -0.012 -0.038* -0.004 0.653%*** -0.101 -0.107* 0.795%** -0.106 -0.161%*
(0.027) (0.029) (0.023) (0.028) (0.118) (0.092) (0.055) (0.120) (0.091) (0.064)
4-year window
China Levell_4 year 0.208%** 0.0161 -0.053** 0.045 0.081 -0.084 -0.074 0.090 -0.098 -0.103
(0.043) (0.041) (0.024) (0.040) (0.159) (0.097) (0.062) (0.157) (0.097) (0.070)
China Level2_4 year 0.358%** 0.006 -0.023 0.005 0.845%** -0.182 -0.038 1.002%** -0.184 -0.046
(0.035) (0.042) (0.025) (0.043) (0.163) (0.128) (0.099) (0.171) (0.129) (0.110)
Permanent window
China Levell_permanent 0.204%** -0.043 -0.068** -0.015 0.057 -0.021 -0.002 0.074 -0.032 -0.026
(0.066) (0.065) (0.031) (0.069) (0.340) (0.108) (0.081) (0.350) (0.110) (0.088)
China Level2_permanent 0.4271%** 0.057 0.001 0.028 0.907** -0.268 0.074 1.059%** -0.264 0.092
(0.050) (0.063) (0.033) (0.067) (0.378) (0.195) (0.083) (0.394) (0.202) (0.087)
Observations 181,292 181,292 146,654 181,292 181,292 181,292 146,654 339,571 334,840 317,619
R-squared 0.66 0.75 0.91 0.68 0.73 0.92 0.94 0.68 0.90 0.92

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to

heteroscedasticity.
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Table 5.2 Chinese visits and China’s imports

Log-linearized PPML (missing) PPML (zero)
Specification Gr(alv)ity Cour(lfr)y FE La(g31)JV Pa(ij)}JE Grgjv)ity (6) Country FE La(g7I))V Gr(agv)ity (9) Country FE La(; (Bv
Dependent Variable limport limport limport limport import import import import_zero import_zero import-zero
1-year window
China Levell 0.025 0.015 -0.061 0.015 0.119 -0.048 -0.047 0.117 -0.049 -0.049
(0.056) (0.060) (0.054) (0.060) (0.101) (0.093) (0.086) (0.111) (0.093) (0.085)
China Level2 0.126** -0.023 -0.083* -0.018 0.193 -0.054 -0.098 0.310%** -0.061 -0.119*
(0.052) (0.054) (0.047) (0.052) (0.131) (0.066) (0.063) (0.138) (0.066) (0.063)
2-year window
China Levell_2 year 0.086 0.038 -0.069 0.040 0.135 -0.0312 -0.061 0.151 -0.035 -0.075
(0.063) (0.070) (0.050) (0.071) (0.124) (0.095) (0.090) (0.130) (0.095) (0.089)
China Level2_2 year 0.226%** -0.008 -0.049 -0.005 0.179 -0.121 -0.156%* 0.295%* -0.127* -0.178%*
(0.077) (0.084) (0.054) (0.082) (0.135) (0.075) (0.075) (0.141) (0.075) (0.074)
4-year window
China Levell_4 year 0.089 0.003 -0.095* 0.001 0.0266 -0.045 -0.086 0.0406 -0.0513 -0.109
(0.069) (0.084) (0.049) (0.084) (0.160) (0.117) (0.111) (0.167) (0.117) (0.110)
China Level2_4 year 0.397%** 0.094 0.008 0.089 0.289** -0.048 -0.069 0.412%** -0.052 -0.090
(0.085) (0.107) (0.067) (0.105) (0.130) (0.092) (0.093) (0.138) (0.091) (0.093)
Permanent window
China Levell_permanent 0.034 -0.145 -0.085 -0.224 -0.013 0.069 0.043 0.011 0.063 0.019
(0.102) (0.139) (0.064) (0.149) (0.176) (0.163) (0.157) (0.181) (0.165) (0.159)
China Level2_permanent 0.512%** 0.191 -0.006 0.133 0.350%** 0.047 0.026 0.465%** 0.054 0.013
(0.123) (0.163) (0.087) (0.160) (0.153) (0.127) (0.133) (0.158) (0.127) (0.135)
Observations 196,327 196,327 157,526 196,327 196,327 196,327 157,526 309,804 309,804 295,207
R-squared 0.68 0.76 0.90 0.44 0.72 0.90 0.93 0.66 0.89 0.92

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to

heteroscedasticity.
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Table 5.3 Foreign visits and China’s exports

Log-linearized PPML (missing)
Specification Gr(alv)ity Cour(lfr)y FE La(g31)JV Pa(if)FE Gr(asv)ity (6) Country FE La(g7I))V Gr(agv)ity (9) Country FE La(; (Bv
Dependent Variable lexport lexport lexport lexport export export export export_zero export-zero
1-year window
Foreign Levell 0.041* -0.036 -0.038* -0.027 -0.165 -0.248%** -0.057 -0.131 -0.022
(0.022) (0.024) (0.021) (0.022) (0.148) (0.058) (0.048) (0.151) (0.055)
Foreign Level2 0.024 -0.062%* -0.063*** -0.049* 0.801%*** 0.049 -0.122* 0.927%** -0.199%***
(0.024) (0.030) (0.022) (0.029) (0.215) (0.105) (0.066) (0.209) (0.074)
2-year window
Foreign Levell_2 year 0.118%*** -0.005 -0.015 0.001 -0.191 -0.232%** -0.063 -0.161 -0.024
(0.025) (0.024) (0.021) (0.023) (0.155) (0.054) (0.065) (0.164) (0.076)
Foreign Level2_2 year 0.052%%* -0.092%** -0.061%** -0.085%* 0.8827%** 0.035 -0.076 1.013%** -0.141*
(0.026) (0.035) (0.022) (0.034) (0.179) (0.095) (0.069) (0.181) (0.079)
4-year window
Foreign Levell_4 year 0.259%** 0.024 0.005 0.021 -0.141 -0.083 -0.048 -0.142 -0.058
(0.035) (0.034) (0.026) (0.032) (0.382) (0.092) (0.073) (0.411) (0.078)
Foreign Level2_4 year 0.134%** -0.053 -0.030 -0.060* 0.941%** -0.009 -0.011 1.100%** -0.046
(0.033) (0.033) (0.021) (0.032) (0.287) (0.072) (0.075) (0.316) (0.083)
Permanent window
Foreign Levell _permanent 0.448%** 0.114 0.008 0.075 -1.120%** -0.139 0.013 -1.158%** 0.015
(0.070) (0.080) (0.039) (0.084) (0.370) (0.131) (0.120) (0.391) (0.127)
Foreign Level2_permanent 0.417%** 0.101 0.048 0.029 2.008%*** 0.055 -0.025 2.209%** -0.081
(0.067) (0.067) (0.033) (0.071) (0.355) (0.106) (0.096) (0.379) (0.102)
Observations 181,292 181,292 146,654 181,292 181,292 181,292 146,654 339,571 317,619
R-squared 0.66 0.75 091 0.68 0.76 091 0.94 0.71 0.92

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to

heteroscedasticity.
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Table 5.4 Inward visits and China’s imports

Log-linearized

PPML (missing)

PPML (zero)

Specification Gr(alv)ity Cour(lfr)y FE La(g31)JV Pa(if)FE Gr(asv)ity (6) Country FE La(g7I))V Gr(agv)ity (9) Country FE La(; (Bv
Dependent Variable limport limport Limport limport import import import import_zero import_zero import-zero
1-year window
Foreign Levell 0.038 -0.006 -0.003 0.010 0.070 -0.004 -0.014 0.109 -0.004 -0.015
(0.057) (0.059) (0.057) (0.058) (0.130) (0.079) (0.067) (0.132) (0.079) (0.066)
Foreign Level2 0.137%* -0.044 -0.059 -0.040 0.267** -0.037 -0.095 0.369%** -0.047 -0.124
(0.057) (0.069) (0.054) (0.068) (0.109) (0.081) 0.077) (0.119) (0.080) 0.077)
2-year window
Foreign Levell 2 year 0.148%%* 0.108* -0.006 0.119* 0.111 0.049 -0.004 0.151 0.047 -0.013
(0.057) (0.064) (0.055) (0.062) (0.112) (0.083) (0.078) (0.113) (0.083) (0.078)
Foreign Level2_2 year 0.130%* -0.041 -0.064 -0.046 0.259%* 0.026 -0.016 0.358%++ 0.014 -0.046
(0.058) (0.071) (0.059) (0.069) (0.112) (0.083) (0.082) (0.117) (0.084) (0.082)
4-year window
Foreign Levell_4 year 0.233 %%+ 0.120 -0.068 0.134 0.107 0.078 0.021 0.134 0.075 0.003
(0.090) (0.100) (0.062) (0.100) (0.185) (0.131) (0.123) (0.196) (0.131) (0.123)
Foreign Level2_4 year 0.173%* 0.0784 -0.066 0.051 0.238 -0.045 -0.084 0.344% -0.055 0.112
(0.085) (0.095) (0.062) (0.094) (0.166) (0.120) (0.117) (0.178) (0.120) (0.118)
Permanent window
Foreign Levell_permanent 0.214 0.068 -0.173 0.082 -0.099 0.070 0.007 -0.100 0.073 -0.006
(0.135) (0.198) (0.108) (0.195) (0.414) (0.220) (0.204) (0.420) (0.221) (0.206)
Foreign Level2_permanent 0.772%*%* 0.729%*%* 0.072 0.630%** 0.427 0.056 0.073 0.563 0.056 0.064
(0.148) (0.190) (0.099) (0.198) (0.395) (0.229) (0.225) (0.400) (0.231) (0.226)
Observations 196,327 196,327 157,526 196,327 196,327 196,327 157,526 315.034 309.804 295207
R-squared 0.68 0.76 0.90 0.38 0.72 0.90 0.93 0.66 0.89 0.92

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to

heteroscedasticity.
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Table 5.5 Number of outward visits and China’s exports

Log-linearized PPML (missing) PPML (zero)
Specification Gr(alv)ity cOur(jr)y FE La(g3l))v Pa(ij)}JE Grfv)ity (6) Country FE La(g71))V Gr(aii/)ity (9) Country FE L;;(BV
Dependent Variable lexport lexport lexport lexport export export export export_zero export_zero export-zero
1-year window
China Levell 0.015%** 0.005 -0.007 0.010* 0.059** 0.006 -0.026%* 0.057** 0.004 -0.027**
(0.006) (0.006) (0.005) (0.006) (0.024) (0.014) (0.012) (0.027) (0.014) (0.012)
China Level2 0.018%** -0.006 -0.007 -0.004 0.115%** 0.004 -0.023** 0.140%** 0.003 -0.034***
(0.004) (0.005) (0.004) (0.004) (0.036) (0.021) (0.012) (0.037) (0.021) (0.013)
2-year window
China Levell 2 year 0.033%** 0.007 -0.008 0.013* 0.040** 0.004 -0.021* 0.042%** 0.002 -0.023*
(0.007) (0.007) (0.005) (0.007) (0.018) (0.018) (0.121) (0.0171) (0.018) (0.013)
China Level2_2 year 0.038%** -0.005 -0.009* -0.003 0.120%** -0.007 -0.025* 0.146%** -0.008 -0.035%*
(0.005) (0.006) (0.005) (0.006) (0.022) (0.021) (0.014) (0.022) (0.021) (0.015)
4-year window
China Levell_4 year 0.044%*%* 0.002 -0.012%* 0.008 0.010 -0.011 -0.014 0.009 -0.013 -0.014
(0.009) (0.009) (0.005) (0.009) (0.026) (0.020) (0.013) (0.027) (0.020) (0.014)
China Level2_4 year 0.067%** -0.006 -0.008 -0.004 0.137%** -0.017 -0.022 0.164%** -0.018 -0.029
(0.007) (0.009) (0.005) (0.009) (0.025) (0.031) (0.019) (0.026) (0.031) (0.021)
Permanent window
China Levell_permanent 0.032%* -0.017 -0.015%* -0.011 -0.017 0.003 0.019 -0.018 -0.0002 0.019
(0.015) (0.015) (0.006) (0.015) (0.066) (0.023) (0.019) (0.069) (0.023) (0.021)
China Level2_permanent 0.071%** -0.003 -0.004 -0.008 0.154%%* -0.036 -0.026 0.181%** -0.036 -0.033
(0.010) (0.014) (0.006) (0.015) (0.062) (0.044) (0.020) (0.065) (0.045) (0.021)
Observations 181,292 181,292 146,654 181,292 181,292 181,292 146,654 339,571 334,840 317,619
R-squared 0.66 0.75 0.91 0.68 0.73 0.91 0.94 0.68 0.90 0.92

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity.
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Table 5.6 Number of outward visits and China’s imports

Log-linearized PPML (missing) PPML (zero)
Specification Gr(alv)ity Cour(jr)y FE Lagl))v Pa(ij)FE Gr(asv)ity (6) Country FE La(g71))V Gr(fv)ity (9) Country FE L;;BV
Dependent Variable limport limport limport limport import import import import_zero import_zero import-zero
1-year window
China Levell 0.005 0.002 -0.013 0.002 0.022 -0.012 -0.011 0.021 -0.012 -0.012
(0.012) (0.013) (0.011) (0.013) (0.021) (0.019) (0.018) (0.023) (0.019) (0.017)
China Level2 0.026** -0.007 -0.018* -0.006 0.036 -0.012 -0.020 0.058** -0.014 -0.024**
(0.010) (0.011) (0.010) (0.011) (0.025) (0.013) (0.012) (0.026) (0.013) (0.012)
2-year window
China Levell_2 year 0.017 0.006 -0.015 0.007 0.022 -0.008 -0.014 0.023 -0.009 -0.016
(0.013) (0.015) (0.011) (0.015) (0.026) (0.020) (0.019) (0.027) (0.020) (0.018)
China Level2_2 year 0.045%** -0.006 -0.011 -0.005 0.033 -0.023 -0.029%* 0.054%** -0.024 -0.034**
(0.015) (0.016) (0.011) (0.016) (0.024) (0.015) (0.015) (0.025) (0.015) (0.014)
4-year window
China Levell_4 year 0.018 -0.001 -0.019* -0.001 0.001 -0.010 -0.017 0.002 -0.011 -0.021
(0.014) (0.018) (0.010) (0.018) (0.036) (0.024) (0.023) (0.038) (0.024) (0.022)
China Level2_4 year 0.079%** 0.011 -0.001 0.012 0.048** -0.015 -0.023 0.070%*** -0.016 -0.028
(0.016) (0.022) (0.013) (0.021) (0.024) (0.020) (0.019) (0.026) (0.019) (0.019)
Permanent window
China Levell_permanent -0.007 -0.042 -0.017 -0.060* -0.024 0.005 0.003 -0.024 0.003 -0.002
(0.023) (0.031) (0.012) (0.035) (0.047) (0.035) (0.033) (0.049) (0.035) (0.033)
China Level2_permanent 0.097%** 0.019 -0.005 0.007 0.069** -0.013 -0.026 0.091%*** -0.012 -0.031
(0.023) (0.034) (0.017) (0.033) (0.033) (0.028) (0.028) (0.035) (0.028) (0.029)
Observations 196,327 196,327 157,526 196,327 196,327 196,327 157,526 315,034 309,804 295,207
R-squared 0.68 0.76 0.90 0.44 0.72 0.90 0.93 0.66 0.89 0.92

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity.
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Table 5.7 Number of inward visits and China’s exports

Log-linearized PPML (missing) PPML (zero)
Specification Gr(alv)ity cOur(jr)y FE La(g3I)JV Pa(if)FE Gr(asv)ity (6) Country FE La(g71))V Gr(agv)ity (9) Country FE sz;(gv
Dependent Variable lexport lexport lexport lexport export export export export_zero export_zero export-zero
1-year window
Foreign Levell 0.009* -0.008 -0.008* -0.606 -0.038 -0.054%** -0.011 -0.029 -0.054%** -0.003
(0.005) (0.005) (0.004) (0.005) (0.030) (0.013) (0.011) (0.031) (0.013) (0.012)
Foreign Level2 0.005 -0.013** -0.014%** -0.010* 0.156%** 0.016 -0.026* 0.179%*%* 0.014 -0.042%**
(0.005) (0.006) (0.004) (0.061) (0.039) (0.023) (0.013) (0.037) (0.022) (0.015)
2-year window
Foreign Levell_2 year 0.025%** -0.002 -0.004 -0.001 -0.046 -0.053%** -0.012 -0.037 -0.053%** -0.002
(0.005) (0.005) (0.004) (0.005) (0.031) (0.012) (0.014) (0.032) (0.013) (0.016)
Foreign Level2_2 year 0.011%* -0.019%** -0.013%** -0.017** 0.162%** 0.015 -0.021 0.183%** 0.013 -0.036**
(0.005) (0.007) (0.005) (0.007) (0.032) (0.023) (0.014) (0.031) (0.023) (0.015)
4-year window
Foreign Levell_4 year 0.056%*** 0.004 -0.0001 0.005 -0.070 -0.041%* -0.005 -0.067 -0.040%** 0.002
(0.007) (0.007) (0.005) (0.007) (0.065) (0.016) (0.015) (0.072) (0.016) (0.017)
Foreign Level2_4 year 0.027%** -0.014%** -0.009** -0.014** 0.187%** 0.020 -0.020 0.209%** 0.017 -0.036**
(0.007) (0.007) (0.004) (0.006) (0.049) (0.029) (0.015) (0.051) (0.029) (0.017)
Permanent window
Foreign Levell _permanent 0.087%*** 0.015 -0.002 0.009 -0.261%** -0.052%* 0.009 -0.270%** -0.051%** 0.019
(0.015) (0.017) (0.008) (0.019) (0.076) (0.023) (0.021) (0.087) (0.023) (0.023)
Foreign Level2_permanent 0.070%*** 0.005 0.002 -0.008 0.350%** 0.046 -0.059%** 0.379%** 0.042 -0.089%***
(0.014) (0.014) (0.006) (0.016) (0.063) (0.053) (0.022) (0.071) (0.052) (0.023)
Observations 181,292 181,292 146,654 181,292 181,292 181,292 146,654 339,571 334,840 317,619
R-squared 0.67 0.82 0.95 0.68 0.77 0.92 0.94 0.72 0.90 0.92

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to

heteroscedasticity.

231



Table 5.8 Number of inward visits and China’s imports

Log-linearized PPML (missing) PPML (zero)
Specification Gr(alv)ity cOur(fr)y FE La(g3I)JV Pa(if)FE Gr(asv)ity (6) Country FE La(g7I)JV Gr(agv)ity (9) Country FE L;;(BV
Dependent Variable limport limport limport limport import import import import_zero import_zero import-zero
1-year window
Foreign Levell 0.008 -0.002 -0.001 0.001 0.020 0.002 -0.001 0.029 0.002 -0.001
(0.012) (0.013) (0.012) (0.012) (0.029) (0.017) (0.015) (0.030) (0.017) (0.015)
Foreign Level2 0.028** -0.011 -0.013 -0.009 0.046** -0.012 -0.024 0.064%** -0.014 -0.030%*
(0.012) (0.014) (0.011) (0.014) (0.021) (0.016) (0.015) (0.023) (0.016) (0.015)
2-year window
Foreign Levell_2 year 0.032%** 0.022 -0.002 0.025%* 0.027 0.010 0.001 0.036 0.010 -0.001
(0.012) (0.014) (0.012) (0.013) (0.027) (0.019) (0.017) (0.027) (0.019) (0.017)
Foreign Level2_2 year 0.028** -0.010 -0.014 -0.010 0.040** -0.006 -0.016 0.057%*%* -0.008 -0.022
(0.012) (0.015) (0.012) (0.014) (0.019) (0.016) (0.016) (0.021) (0.016) (0.016)
4-year window
Foreign Levell_4 year 0.057%** 0.0248 -0.014 0.029 0.035 0.019 0.009 0.044 0.019 0.007
(0.018) (0.021) (0.013) (0.021) (0.042) (0.027) (0.025) (0.045) (0.027) (0.025)
Foreign Level2_4 year 0.036** 0.013 -0.016 0.009 0.026 -0.021 -0.030 0.040 -0.023 -0.037*
(0.017) (0.020) (0.012) (0.019) (0.030) (0.020) (0.019) (0.033) (0.020) (0.019)
Permanent window
Foreign Levell_permanent 0.040 0.008 -0.037* 0.020 0.010 0.019 0.009 0.018 0.019 0.007
(0.029) (0.044) (0.022) (0.044) (0.084) (0.042) (0.037) (0.090) (0.042) (0.037)
Foreign Level2_permanent 0.138%** 0.127%** 0.008 0.104** 0.040 -0.026 -0.042 0.052 -0.028 -0.049
(0.030) (0.040) (0.019) (0.044) (0.070) (0.032) (0.031) (0.075) (0.032) (0.030)
Observations 196,327 196,327 157,526 196,327 196,327 196,327 157,526 315,034 309,804 295,207
R-squared 0.68 0.76 0.90 0.38 0.72 0.90 0.93 0.66 0.89 0.92

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity.
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Table 5.9 Exogeneity Tests for PPML estimates on China’s exports

Visits Type DUMMY COUNT
Column (1) Gravity (2) Country FE (3) Lag DV (4) Gravity (3) (i:o};mtry (6) Lag DV
Chinese Leaders Overseas Visits

China Levell permanent -0.453 -0.085 -0.116 -0.114* -0.014 -0.007
(0.290) (0.109) (0.079) (0.062) (0.017) (0.016)

Forward Lead 0.623* 0.134 0.068 0.098 0.024 0.006
(0.350) (0.101) (0.104) (0.063) (0.020) (0.018)

China Level2_permanent 0.201 -0.181 -0.298* 0.019 -0.037 -0.069%**

(0.228) (0.150) (0.159) (0.043) (0.023) (0.024)

Forward Lead 0.638** -0.227 -0.201 0.135%%* -0.008 -0.026
(0.295) (0.174) (0.170) (0.040) (0.043) (0.026)

Foreign Leaders China Visits

Foreign Levell _permanent -0.117 -0.052 -0.071 -0.036 -0.0003 0.004
(0.305) (0.146) (0.137) (0.054) (0.029) (0.032)

Forward Lead -1.120%** -0.156 0.024 -0.246%** -0.067* -0.004
(0.421) (0.182) (0.182) (0.080) (0.039) (0.037)

Foreign Level2_permanent 0.264 0.067 0.044 0.032 -0.0003 -0.014
(0.238) (0.127) (0.116) (0.081) (0.030) (0.025)

Forward Lead 1.912%** -0.011 -0.097 0.340%%* 0.061 -0.044
(0.366) (0.139) (0.148) (0.086) (0.059) (0.031)
Observations 135,987 135,987 108,262 135,987 135,987 108,262

R2 0.78 0.92 0.94 0.79 0.92 0.94

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 5.10 Exogeneity Test for PPML estimates on China’s imports

Visits Type DUMMY COUNT
Column (1) Gravity (2) Country FE (3) LagDV (4) Gravity (5) Country FE (6) Lag DV
Chinese Leaders Overseas Visits

China Levell permanent -0.227 -0.124 -0.157 -0.067* -0.036 -0.037
(0.198) (0.158) (0.146) (0.040) (0.033) (0.031)

Forward Lead 0.268 0.282 0.300% 0.046 0.053 0.057
(0.193) (0.185) (0.179) (0.047) (0.038) (0.037)

China Level2_permanent 0.159 -0.088 -0.146 0.038 -0.020 -0.038
(0.128) (0.116) (0.121) (0.034) (0.025) (0.025)

Forward Lead 0.168 0.300%* 0.309%* 0.032 0.017 0.018
(0.178) (0.142) (0.149) (0.037) (0.029) (0.028)

Foreign Leaders China Visits

Foreign Levell _permanent 0.605%* 0.577%* 0.563%** 0.100 0.077 0.083*
(0.252) (0.228) (0.210) (0.073) (0.052) (0.048)

Forward Lead -0.779* -0.509* -0.579** -0.090 -0.052 -0.069
(0.406) (0.283) (0.259) (0.097) (0.058) (0.053)

Foreign Level2 permanent -0.255 -0.153 -0.145 -0.011 -0.022 -0.027
(0.420) (0.169) (0.166) (0.111) (0.037) (0.034)

Forward Lead 0.789 0.248 0.250 0.060 0.007 -0.003
(0.501) (0.277) (0.276) (0.110) (0.046) (0.045)
Observations 148,960 148,960 117,309 148,960 148,960 117,309

R2 0.73 0.91 0.94 0.74 0.91 0.94

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 5.11 Combined Specification China outward visits on exports

SPECIFICATIONS Lag DV* Pair FE COMBINED AUXILIARY
DEPENDENT VARIABLES EXPORT EXPORT TRNS EXPORT  TRNS EXPORT 1
EXPORT LAG 1 0.529%%*
(0.004)
CHINA LEVEL 1 (PERMANENT) -0.022%* -0.011
(0.010) (0.016)
CHINA LEVEL 2 (PERMANENT) -0.0002 -0.008
(0.010) (0.015)
TRNS EXPORT LAG 1 0.181%%*
(0.006)
TR N LV
(0.012) (0.016)
(0.010) (0.016)
CONSTANT -0.904 -12.68%%% 0.0182 0.103%*
(0.870) (1.110) (0.039) (0.048)
OBSERVATIONS 164,224 181,292 149,465 169,788
R-SQUARED 0.90 0.91 0.91 0.89
NUMBER OF OD 20,637 23,932 20,512 23,872

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 5.12 Combined Specification China outward visits on imports

SPECIFICATIONS Lag DV* Pair FE COMBINED AUXILIARY
DEPENDENT VARIABLES IMPORT IMPORT TRNS IMPORT ~ TRNS IMPORT LAG 1
IMPORT LAG 1 0.527%%*
(0.004)
CHINA LEVEL 1 (PERMANENT) -0.006 -0.060*
(0.019) (0.035)
CHINA LEVEL 2 (PERMANENT) 0.014 0.007
(0.024) (0.033)
TRNS IMPORT LAG 1 0.191%%*
(0.005)
TSI
(0.029) (0.034)
(0.025) (0.034)
CONSTANT -1.912 -15.04% -0.026 -0.077
(1.295) (1.562) (0.061) (0.061)
OBSERVATIONS 178,153 196,327 161,734 183,752
R-SQUARED 0.88 0.89 0.89 0.86
NUMBER OF OD 20,637 23,932 20,512 23,872

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 5.13 Combined Specification Foreign visits to China on exports

SPECIFICATIONS Lag DV* Pair FE COMBINED AUXILIARY
DEPENDENT VARIABLES EXPORT EXPORT TRNS EXPORT ~ TRNS EXPORT LAGI
EXPORT LAG 1 0.530%%*
(0.004)
FOREIGN LEVEL 1 (PERMANENT) 0.005 0.009
(0.012) (0.019)
FOREIGN LEVEL 2 (PERMANENT) 0.006 -0.008
(0.010) (0.016)
TRNS EXPORT LAG 1 0.181%%*
(0.006)
TRNS FOREIGN LEVEL | o014 00001
(0.015) (0.018)
(0.013) (0.016)
CONSTANT 1.711 -12.72% -0.046 0.471%%*
(1.127) (1.516) (0.049) (0.139)
OBSERVATIONS 164,224 181,292 149,465 169,788
R-SQUARED 0.90 0.91 0.91 0.89
NUMBER OF OD 20,637 23,932 20,512 23,872

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 5.14 Combined Specification foreign visits on imports

SPECIFICATIONS Lag DV* Pair FE COMBINED AUXILIARY
DEPENDENT VARIABLES IMPORT IMPORT TRNS IMPORT ~ TRNS IMPORT LAG 1
IMPORT LAG 1 0.528%%*
(0.004)
FOREIGN LEVEL 1 (PERMANENT) -0.026 0.0195
(0.032) (0.044)
FOREIGN LEVEL 2 (PERMANENT) 0.0527* 0.104%*
(0.029) (0.044)
TRNS IMPORT LAG 1 0.191%%*
(0.005)
R ORI v
(0.043) (0.046)
(0.039) (0.043)
CONSTANT
OBSERVATIONS 178,153 196,327 161,734 183,752
R-SQUARED 0.89 0.90 0.90 0.86
NUMBER OF OD 22,529 25,066 22,388 24,983

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 5.15 Year of 2004 Foreign visits to China and China’s exports

Log-linearized

PPML (missing)

Specification (1) Gravity @ CF(Emtry (3) LagDV (4) Gravity 3) (i:o]; ntry (6) Lag DV
Dependent Variable lexport lexport lexport export export export
2004
Foreign Levell 0.706%*** 0.065 0.126 0.062 -0.030 0.234
(0.161) (0.183) (0.089) (0.268) (0.164) (0.148)
Foreign Level2 0.792%%%* -0.049 -0.050 0.735%** -0.066 -0.117
(0.160) (0.191) (0.067) (0.274) (0.145) (0.114)
Observations 17,132 17,132 13,713 17,132 17,132 13,713
R-squared 0.66 0.75 0.91 0.78 0.94 0.95
2004-2005
Foreign Levell 2 year 0.832%%* 0.076 0.097 0.107 0.018 0.153
(0.156) (0.182) (0.079) (0.281) (0.169) (0.144)
Foreign Level2 2 year 0.916%** -0.044 -0.065 0.771%%* -0.058 -0.111
(0.158) (0.190) (0.064) (0.286) (0.154) (0.118)
Observations 33,619 33,619 26,939 33,619 33,619 26,939
R-squared 0.65 0.74 0.91 0.77 0.93 0.94
2004-2007
Foreign Levell 4 year 0.943%%* 0.104 0.047 0.132 0.029 0.212
(0.157) (0.184) (0.061) (0.279) (0.163) (0.135)
Foreign Level2 4 year 1.132%** 0.073 -0.028 0.782%** -0.073 -0.148
(0.160) (0.195) (0.056) (0.285) (0.155) (0.113)
Observations 68,204 68,204 54,535 68,204 68,204 54,535
R-squared 0.66 0.75 0.91 0.75 0.92 0.94
2004-2012
Foreign Levell permanent 0.996%** 0.145 0.072 0.143 0.067 0.251%*
(0.157) (0.186) (0.052) (0.262) (0.147) (0.114)
Foreign Level2_permanent 1.180%** 0.127 0.005 0.683%* -0.029 -0.120
(0.161) (0.200) (0.053) (0.270) (0.139) (0.104)
Observations 148,288 148,288 121,129 148,288 148,288 121,129
R-squared 0.63 0.74 0.90 0.72 0.91 0.93

Notes: Standard errors are in parentheses, superscripts with *** **_ and * respectively denoting

significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 5.16 Year of 2004 Foreign visits to China and China’s imports

Log-linearized

PPML (missing)

Specification (1) Gravity @ CF(Emtry (3) LagDV (4) Gravity 3) (i:o]; ntry (6) Lag DV
Dependent Variable limport limport limport import import import
2004
Foreign Levell 0.456 0.031 -0.051 0.117 0.091 0.111
(0.366) (0.398) (0.183) (0.258) (0.162) (0.153)
Foreign Level2 0.811%%* 0.304 0.143 0.677%** 0.192 0.149
(0.270) (0.352) (0.185) (0.186) (0.144) (0.145)
Observations 18,936 18,936 15,057 18,936 18,936 15,057
R-squared 0.68 0.76 0.90 0.76 0.93 0.95
2004-2005
Foreign Levell 2 year 0.581* 0.210 -0.049 0.104 0.080 0.109
(0.331) (0.374) (0.141) (0.253) (0.157) (0.144)
Foreign Level2 2 year 0.862%%* 0.436 0.133 0.655%** 0.197 0.128
(0.254) (0.342) (0.143) (0.186) (0.146) (0.142)
Observations 37,148 37,148 29,492 37,148 37,148 29,492
R-squared 0.67 0.75 0.90 0.75 0.93 0.95
2004-2007
Foreign Levell 4 year 0.391 0.181 0.022 0.084 0.084 0.122
(0.313) (0.363) (0.105) (0.252) (0.163) (0.151)
Foreign Level2 4 year 0.976%** 0.718%* 0.172%* 0.595%** 0.199 0.114
(0.228) (0.331) (0.102) (0.182) (0.155) (0.148)
Observations 75,027 75,027 59,245 75,027 75,027 59,245
R-squared 0.68 0.76 0.90 0.74 0.92 0.94
2004-2012
Foreign Levell permanent 0.330 0.161 0.018 0.056 0.079 0.123
(0.320) (0.397) (0.108) (0.242) (0.183) (0.170)
Foreign Level2_permanent 1.059%** 0.837%* 0.189%* 0.497%** 0.225 0.127
(0.227) (0.357) (0.102) (0.173) (0.175) (0.165)
Observations 159,619 159,619 129,540 159,619 159,619 129,540
R-squared 0.66 0.74 0.89 0.72 0.90 0.92

Notes: Standard errors are in parentheses, superscripts with *** **_ and * respectively denoting

significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 5.17 Year of 2004 Number of Foreign visits to China and China’s exports

Log-linearized PPML (missing)
Specification (1) Gravity @ CF(Emtry (3) LagDV (4) Gravity 3) (i:o]; ntry (6) Lag DV
Dependent Variable lexport lexport lexport export export export
2004
Foreign Levell 0.153%%%* 0.015 0.027 0.025 -0.005 0.049
(0.035) (0.040) (0.019) (0.052) (0.035) (0.031)
Foreign Level2 0.161%*** -0.018 -0.011 0.136%** -0.0001 -0.028
(0.033) (0.038) (0.014) (0.043) (0.028) (0.019)
Observations 17,132 17,132 13,713 17,132 17,132 13,713
R-squared 0.66 0.75 0.91 0.78 0.94 0.95
2004-2005
Foreign Levell 2 year 0.180%%** 0.017 0.021 0.035 0.006 0.032
(0.034) (0.039) (0.017) (0.054) (0.035) (0.031)
Foreign Level2 2 year 0.186%** -0.017 -0.014 0.143%** 0.003 -0.018
(0.032) (0.038) (0.013) (0.045) (0.031) (0.021)
Observations 33,619 33,619 26,939 33,619 33,619 26,939
R-squared 0.65 0.74 0.91 0.77 0.93 0.94
2004-2007
Foreign Levell 4 year 0.205%** 0.023 0.011 0.039 0.008 0.044
(0.034) (0.040) (0.013) (0.054) (0.034) (0.028)
Foreign Level2 4 year 0.229%%* 0.005 -0.008 0.145%** -0.0005 -0.031
(0.033) (0.040) (0.011) (0.045) (0.032) (0.020)
Observations 68,204 68,204 54,535 68,204 68,204 54,535
R-squared 0.66 0.75 0.91 0.76 0.92 0.94
2004-2012
Foreign Levell permanent 0.217%%* 0.032 0.016 0.038 0.016 0.052%*
(0.034) (0.040) (0.011) (0.053) (0.031) (0.024)
Foreign Level2_permanent 0.237%%* 0.014 -0.002 0.128%** 0.007 -0.026
(0.034) (0.041) (0.010) (0.046) (0.030) (0.018)
Observations 148,288 148,288 121,129 148,288 148,288 121,129
R-squared 0.64 0.74 0.90 0.72 0.91 0.93

Notes: Standard errors are in parentheses, superscripts with *** **_ and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 5.18 Year of 2004 Number of Foreign visits to China and China’s imports

Log-linearized

PPML (missing)

Specification (1) Gravity @ CF(Emtry (3) LagDV (4) Gravity 3) (i:o]; ntry (6) Lag DV
Dependent Variable limport limport limport import import import
2004
Foreign Levell 0.100 0.007 -0.011 0.044 0.017 0.022
(0.080) (0.087) (0.040) (0.054) (0.036) (0.034)
Foreign Level2 0.162%%* 0.054 0.024 0.107*** 0.016 0.011
(0.054) (0.069) (0.037) (0.032) (0.023) (0.024)
Observations 18,936 18,936 15,057 18,936 18,936 15,057
R-squared 0.68 0.76 0.90 0.76 0.93 0.95
2004-2005
Foreign Levell 2 year 0.127* 0.046 -0.011 0.040 0.015 0.021
(0.072) (0.081) (0.031) (0.053) (0.035) (0.032)
Foreign Level2 2 year 0.172%%* 0.080 0.024 0.103%** 0.017 0.009
(0.051) (0.068) (0.028) (0.032) (0.023) (0.0231)
Observations 37,148 37,148 29,492 37,148 37,148 29,492
R-squared 0.67 0.75 0.90 0.75 0.93 0.95
2004-2007
Foreign Levell 4 year 0.087 0.039 0.005 0.034 0.017 0.025
(0.068) (0.079) (0.023) (0.053) (0.036) (0.033)
Foreign Level2 4 year 0.194%*** 0.135%* 0.031 0.094*** 0.020 0.008
(0.047) (0.067) (0.021) (0.032) (0.025) (0.025)
Observations 75,027 75,027 59,245 75,027 75,027 59,245
R-squared 0.68 0.76 0.90 0.74 0.92 0.94
2004-2012
Foreign Levell permanent 0.073 0.035 0.004 0.026 0.016 0.024
(0.070) (0.086) (0.024) (0.051) (0.041) (0.037)
Foreign Level2_permanent 0.211%%* 0.156%* 0.034* 0.076%* 0.022 0.006
(0.047) (0.073) (0.021) (0.031) (0.029) (0.028)
Observations 159,619 159,619 129,540 159,619 159,619 129,540
R-squared 0.66 0.74 0.89 0.72 0.90 0.92

Notes: Standard errors are in parentheses, superscripts with *** **_ and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 5.19 Robustness checks of diplomatic visits and China’s exports using PPML Lag DV specification

visits

Chinese overseas visits

Foreign visits to China

. . No. of Econom‘i e “Gr-eat’e,r . 2004 foreign . No. of Econom.i e “Gr-eatf:,r
Baseline (1) ~ Mirror data (2) Products (3) related Visits China Baseline (6) visits (7) Mirror data (8) Products (9) related Visits China
(C) ©)) (10) an
DV Exports Exports_mirror No. of Exports Exports Exports Exports Exports_mirror No. of Exports Exports
products products
1-year window
First level -0.125%* -0.064 -0.013 -0.091* -0.062 -0.057 0.234 -0.084 -0.119%** -0.083 -0.047
(0.054) (0.054) (0.043) (0.051) (0.054) (0.048) (0.148) (0.062) (0.040) (0.053) (0.050)
Second level -0.107* -0.202%** -0.159%* 0.021 -0.158%** -0.122* -0.117 -0.266%** -0.358%** -0.026 -0.166**
(0.055) (0.062) (0.069) (0.085) (0.060) (0.066) (0.114) (0.089) (0.068) (0.063) (0.068)
2-year window
First level -0.125%* -0.166** 0.022 -0.180%** -0.144** -0.063 0.153 -0.119 -0.159%** -0.072 -0.049
(0.054) (0.068) (0.050) (0.062) (0.062) (0.065) (0.144) (0.083) (0.050) (0.071) (0.069)
Second level -0.107* -0.277%** -0.150%* 0.080 -0.234%** -0.076 -0.111 -0.252%** -0.317%** -0.062 -0.155%*
(0.055) (0.090) (0.071) (0.079) (0.086) (0.069) (0.118) (0.083) (0.055) (0.060) (0.071)
4-year window
First level -0.074 -0.267*** 0.090 -0.239%** -0.163** -0.048 0.212 -0.193%* -0.175%* 0.013 -0.024
(0.062) (0.084) (0.059) (0.069) (0.065) (0.073) (0.135) (0.089) (0.076) (0.082) (0.067)
Second level -0.038 -0.397%** -0.149* 0.079 -0.277** -0.011 -0.148 -0.146* -0.274%** -0.180%* -0.136%*
(0.099) (0.123) (0.078) (0.075) (0.125) (0.075) (0.113) (0.087) (0.050) (0.072) (0.078)
permanent window
First level -0.002 -0.082 0.189%* -0.119 -0.027 0.013 0.251%%* -0.243* -0.051 0.103 0.097
(0.081) (0.105) (0.077) (0.089) (0.092) (0.120) (0.114) (0.129) (0.129) (0.121) (0.113)
Second level 0.074 -0.567*** -0.126 -0.118 -0.324* -0.025 -0.120 -0.203 -0.323%** -0.207** -0.073
(0.083) (0.172) (0.081) (0.103) (0.192) (0.096) (0.104) (0.164) (0.088) (0.103) (0.097)
Observations 146,654 202,092 128,608 146,654 142,555 146,654 121,129 202,092 128,608 146,654 142,555
R-squared 0.94 0.93 0.79 0.94 0.94 0.94 0.93 0.92 0.79 0.94 0.94

Note: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity. The combined specification is only available for the permanent window. Observations and R-squared of 2004 foreign visits to China to China are

presented from permanent window.
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Table 5.20 Robustness checks of diplomatic visits and China’s imports using PPML Lag DV specification

visits Chinese overseas visits Foreign visits to China
. - No. of Econom‘ic.- “Gr-eater - ZOQ4 . No. of Econom.ic- “Gr-eater
Baseline (1)  Mirror data (2) Products (3) related Visits China” Baseline (6) f-0¥elgn Mirror data (8) Products (9) related Visits China”
(4) %) visits (7) (10) (11)
DV Imports Imports_mirror No. of Imports Imports Imports Imports Imports_mirror No. of Imports Imports
products products
1-year window
First level -0.047 -0.016 -0.069%* -0.072 -0.064 -0.014 0.111 -0.127 0.012 0.039 0.008
(0.086) (0.093) (0.035) (0.087) (0.083) (0.067) (0.153) (0.079) (0.039) (0.059) (0.063)
Second level -0.098 -0.184** -0.095* 0.063 -0.106* -0.095 0.149 -0.171* -0.174%* -0.126* -0.102
(0.063) (0.062) (0.052) (0.093) (0.061) (0.077) (0.145) (0.098) (0.075) (0.075) (0.084)
2-year window
First level -0.061 -0.087 -0.096* -0.085 -0.092 -0.004 0.109 -0.157* 0.005 0.104 0.013
(0.090) (0.089) (0.052) (0.096) (0.086) (0.078) (0.144) (0.094) (0.048) (0.080) (0.077)
Second level -0.156** -0.244** -0.088 0.049 -0.154** -0.016 0.128 -0.164* -0.122* -0.068 -0.043
(0.075) (0.067) (0.059) (0.096) (0.076) (0.082) (0.142) (0.094) (0.068) (0.089) (0.097)
4-year window
First level -0.086 -0.211%* -0.123* -0.101 -0.106 0.021 0.122 -0.335 0.046 0.162%* 0.062
(0.111) (0.103) (0.064) (0.116) (0.104) (0.123) (0.151) (0.123) (0.073) (0.095) (0.101)
Second level -0.069 -0.149 -0.075 0.045 -0.012 -0.084 0.114 -0.105 -0.055 -0.054 -0.073
(0.093) (0.099) (0.059) (0.114) (0.093) (0.117) (0.148) (0.096) (0.062) (0.105) (0.116)
permanent window
First level 0.043 -0.271* -0.092 0.098 -0.037 0.007 0.123 -0.630 0.164* 0.238%* 0.047
(0.157) (0.155) (0.080) (0.152) (0.151) (0.204) (0.170) (0.141) (0.097) (0.131) (0.164)
Second level 0.026 0.169 -0.090 -0.153 0.101 0.073 0.127 0.398 -0.069 0.144 -0.054
(0.133) (0.195) (0.067) (0.113) (0.117) (0.225) (0.165) (0.254) (0.084) (0.102) (0.136)
Observations 157,526 183,678 131,852 157,526 153,474 157,526 129,540 183,678 131,852 131,852 153,483
R-squared 0.93 0.93 0.84 0.93 0.90 0.93 0.92 0.93 0.84 0.84 0.90

Note: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity. The combined specification is only available for the permanent window. Observations and R-squared of 2004 foreign visits to China to China are
presented from permanent window.
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Table 5.21 Robustness checks of the number of diplomatic visits and China’s exports using PPML Lag DV specification

visits Chinese overseas visits Foreign visits to China
Baseline (1) Mirr(ozr)data ProNdS.ctOsf(i%) rflflzser:io$i1§its ((j}lfr?;ir Baseline (6) ZO‘giitf;)r(t;i)gn Mirr(ogr)data ProNdﬁ.ct(')sf(9) rizseriio$i1§its gg?r?;ir
(C) ©)) (10) an
DV Exports Expor;:ﬁmirr pIr\I)(:i.u(is Exports Exports Exports Exports Expor(::ﬁmirr pIr\(I)(zi.u(is Exports Exports
1-year window
First level -0.026** -0.014 -0.058%** -0.021%* -0.014 -0.011 0.049 -0.017 -0.024%** -0.019 -0.009
(0.012) (0.011) (0.008) (0.011) (0.011) (0.011) (0.031) (0.014) (0.009) (0.012) (0.011)
Second level -0.023%* -0.038%** -0.054%** 0.007 -0.032%** -0.026* -0.028 -0.053%** -0.075%** -0.025%* -0.035%*
(0.012) (0.011) (0.009) (0.018) (0.011) (0.013) (0.019) (0.017) (0.014) (0.012) (0.014)
2-year window
First level -0.021* -0.033%* -0.062%** -0.040%** -0.030** -0.012 0.032 -0.021 -0.031%** -0.010 -0.009
(0.121) (0.014) (0.010) (0.013) (0.013) (0.014) (0.031) (0.017) (0.010) (0.014) (0.015)
Second level -0.025* -0.052%** -0.055%** 0.017 -0.045%** -0.021 -0.018 -0.053%** -0.069%** -0.017 -0.038**
(0.014) (0.015) (0.009) (0.016) (0.015) (0.014) (0.021) (0.016) (0.011) (0.013) (0.015)
4-year window
First level -0.014 -0.046%** -0.063%** -0.051%** -0.029** -0.005 0.044 -0.028 -0.032%* 0.006 -0.005
(0.013) (0.017) (0.010) (0.014) (0.013) (0.015) (0.028) (0.019) (0.015) (0.015) (0.016)
Second level -0.022 -0.079%** -0.060%** 0.016 -0.061%** -0.020 -0.031 -0.049%** -0.066%** -0.015 -0.046%**
(0.019) (0.018) (0.008) (0.015) (0.019) (0.015) (0.020) (0.017) (0.011) (0.015) (0.017)
permanent window
First level 0.019 -0.002 -0.060%** -0.031* -0.004 0.009 0.052%* -0.028 -0.015 0.023 0.011
(0.019) (0.021) (0.012) (0.018) (0.017) (0.021) (0.024) (0.023) (0.024) (0.018) (0.026)
Second level -0.026 -0.134%** -0.061%** -0.019 -0.083%** -0.059%** -0.026 -0.093%** -0.087%** -0.030 -0.053%**
(0.020) (0.021) (0.011) (0.019) (0.025) (0.022) (0.018) (0.026) (0.018) (0.019) (0.020)
Observations 146,654 202,092 128,608 146,654 142,555 146,654 121,129 202,092 128,608 128,608 142,555
R-squared 0.94 0.93 0.79 0.94 0.94 0.94 0.93 0.93 0.79 0.79 0.94

Note: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity. The combined specification is only available for the permanent window. Observations and R-squared of 2004 foreign visits to China to China are
presented from permanent window.
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Tables 5.22 Robustness checks of the number of diplomatic visits and China’s imports using PPML Lag DV specification

visits

Chinese overseas visits

Foreign visits to China

Baseline (1) Mirr(ozr)data ProNd?l.ct(')sf(i%) rflflzser:io$i1§its ((j}lfr?;ir Baseline (6) ZO‘g;tf;)r(e;i)gn Mirr(ogr)data ProNdﬁ.ct(')sf(9) rizseriio$i1§its gg?r?;ir
@ €] a0 an
DV Imports Impor;:ﬁmirr pIr\I)(:i.u(is Imports Imports Imports Imports Impor(::ﬁmirr pIr\(I)(zi.u(is Imports Imports
1-year window
First level -0.011 -0.005 -0.015* -0.018 -0.015 -0.001 0.022 -0.023 0.003 0.005 0.003
(0.018) (0.019) (0.008) (0.019) (0.017) (0.015) (0.034) (0.017) (0.008) (0.013) (0.014)
Second level -0.020 -0.034%* -0.020* 0.013 -0.019 -0.024 0.011 -0.037 -0.036%* -0.027* -0.025
(0.012) (0.012) (0.010) (0.019) (0.012) (0.015) (0.024) (0.019) (0.015) (0.015) (0.017)
2-year window
First level -0.014 -0.017 -0.019* -0.021 -0.020 0.001 0.021 -0.028 0.003 0.018 0.003
(0.019) (0.019) (0.011) (0.020) (0.018) (0.017) (0.032) (0.020) (0.010) (0.017) (0.017)
Second level -0.029%* -0.044** -0.019* 0.010 -0.027* -0.016 0.009 -0.038 -0.030%* -0.019 -0.019
(0.015) (0.013) (0.012) (0.018) (0.015) (0.016) (0.0231) (0.018) (0.014) (0.017) (0.019)
4-year window
First level -0.017 -0.038* -0.024* -0.024 -0.022 0.009 0.025 -0.052* 0.011 0.026 0.009
(0.023) (0.022) (0.012) (0.024) (0.022) (0.025) (0.033) (0.027) (0.015) (0.020) (0.023)
Second level -0.023 -0.042%* -0.019 0.009 -0.014 -0.030 0.008 -0.030 -0.028%* -0.019 -0.030
(0.019) (0.020) (0.013) (0.021) (0.019) (0.019) (0.025) (0.019) (0.014) (0.019) (0.023)
permanent window
First level 0.003 -0.051 -0.019 0.004 -0.016 0.009 0.024 -0.101 0.029* 0.041 0.007
(0.033) (0.036) (0.015) (0.032) (0.033) (0.037) (0.037) (0.027) (0.018) (0.029) (0.039)
Second level -0.026 -0.038 -0.025* -0.028 -0.008 -0.042 0.006 0.016 -0.049%* -0.008 -0.039
(0.028) (0.035) (0.014) (0.022) (0.029) (0.031) (0.028) (0.036) (0.020) (0.024) (0.029)
Observations 157,526 183,678 131,852 157,526 153,474 157,526 129,540 183,678 131,852 131,852 153,483
R-squared 0.93 0.93 0.84 0.93 0.90 0.93 0.92 0.93 0.84 0.84 0.90

Note: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to

heteroscedasticity. The combined specification is only available for the permanent window. Observations and R-squared of 2004 foreign visits to China to China are

presented from permanent window.
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Table 6.1 Chinese visits and China’s exports to Africa

Log-linearized

PPML (missing)

(2) Country

(6) Country

Specification (1) Gravity FE (3) LagDV (4) Pair FE (5) Gravity FE (7) Lag DV
Dependent Variable log-export log-export log-export log-export export export export
1-year window
China Levell 0.138%* 0.033 0.124 0.012 0.132 0.088 0.014
(0.068) (0.099) (0.096) (0.101) (0.133) (0.162) (0.140)
China Level2 0.144%** 0.077 0.094 0.048 0.164 0.046 -0.155
(0.043) (0.074) (0.070) (0.072) (0.130) (0.122) (0.107)
2-year window
China Levell_2 year 0.275%%%* 0.132* 0.125%* 0.102 0.138 0.097 0.091
(0.070) (0.080) (0.075) (0.079) (0.104) (0.145) (0.127)
China Level2_2 year 0.259%*%* 0.078 0.044 0.038 0.189 0.112 -0.134
(0.061) (0.077) (0.057) (0.077) (0.155) (0.132) (0.116)
4-year window
China Levell 4 year 0.332%%%* 0.053 0.060 0.028 0.124 0.207 0.122
(0.081) (0.086) (0.066) (0.086) (0.137) (0.162) (0.129)
China Level2_4 year 0.3971%** 0.094 0.064 0.035 0.280 0.280%* 0.027
(0.068) (0.081) (0.060) (0.083) (0.181) (0.169) (0.141)
Permanent window
Levellcjh)ierﬁnanent 0.447%%%* 0.197 0.070 0.153 -0.148 0.047 -0.115
(0.122) (0.135) (0.076) (0.150) (0.333) (0.270) (0.225)
Level2CJh)ier§nanent 0.4771%%* 0.152 0.079 -0.014 0.795%** 0.983%** 0.740%**
(0.099) (0.130) (0.074) (0.142) (0.303) (0.282) (0.221)
Observations 11,216 11,216 7,724 11,216 11,216 11,216 7,724
R-squared 0.59 0.73 0.94 0.15 0.76 0.91 0.94

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.2 Chinese visits and China’s imports from Africa

Log-linearized

PPML (missing)

(2) Country

®)

Specification (1) Gravity FE (3) LagDV (4) Pair FE Gravity (6) Country FE  (7) Lag DV
Dependent Variable log-import log-import log-import log-import import import import
1-year window
China Levell -0.041 0.165 -0.516** 0.140 -0.333 -0.446%** -0.276
(0.266) (0.269) (0.233) (0.272) (0.264) (0.139) (0.124)
China Level2 0.329%* -0.024 -0.202 -0.029 0.533* -0.328 -0.631
(0.145) (0.166) (0.141) (0.150) (0.314) (0.161) (0.138)
2-year window
China Levell 2 year 0.111 0.209 -0.298* 0.177 -0.402* -0.488*** -0.235%
(0.273) (0.263) (0.167) (0.268) (0.213) (0.145) (0.136)
China Level2 2 year 0.494%%%* -0.023 -0.233* -0.021 0.211 -0.641%* -0.756%*
(0.180) (0.191) (0.141) (0.170) (0.363) (0.160) (0.141)
4-year window
China Levell 4 year 0.268 0.132 -0.224* 0.087 -0.483 -0.467%** -0.408%***
(0.213) (0.225) (0.118) (0.226) (0.318) (0.154) (0.136)
China Level2 4 year 0.913%*%* 0.084 -0.161 0.080 0.441 -0.540%* -0.591%**
(0.201) (0.214) (0.140) (0.194) (0.442) (0.176) (0.149)
Permanent window
Levellclh)ierinanent 0.481%* -0.123 -0.185 -0.483 0.107 -0.535%* -0.480*
(0.235) (0.311) (0.128) (0.371) (0.393) (0.270) (0.233)
LevelZCJh)i;?nanent 1.532%%%* 0.372 -0.099 0.331 0.563 -0.086 -0.059
(0.330) (0.399) (0.177) (0.389) (0.393) (0.360) (0.287)
Observations 12,025 12,025 8,206 12,025 12,025 12,025 8,206
R-squared 0.60 0.73 0.92 0.12 0.68 0.96 0.96

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.3 African Inward visits and China’s exports to Africa

Log-linearized

PPML (missing)

(2) Country

(6) Country

Specification (1) Gravity FE (3) LagDV (4) Pair FE (5) Gravity FE (7) Lag DV
Dependent Variable log-export log-export log-export log-export export export export
1-year window
Foreign Levell 0.096* 0.031 0.040 0.034 0.279%*%* 0.075 -0.054
(0.052) (0.076) (0.072) (0.077) (0.095) (0.094) (0.082)
Foreign Level2 0.105%** -0.048 -0.043 -0.054 0.054 -0.273%%* -0.388*
(0.033) (0.080) (0.080) (0.077) (0.094) (0.120) (0.120)
2-year window
Foreign Levell 2 year 0.215%*%* 0.114 0.079 0.110 0.316%** 0.123 -0.109
(0.055) (0.071) (0.060) (0.070) (0.082) (0.121) (0.097)
Foreign Level2 2 year 0.118%**%* -0.061 -0.057 -0.073 0.086 -0.166 -0.319%*
(0.041) (0.070) (0.072) (0.066) (0.114) (0.121) (0.129)
4-year window
Foreign Levell 4 year 0.38]*** 0.151* 0.065 0.136 0.39]*** 0.354%* 0.049
(0.069) (0.086) (0.059) (0.087) (0.099) (0.146) (0.106)
Foreign Level2 4 year 0.217%** -0.040 0.006 -0.088 0.064 -0.073 -0.190
(0.058) (0.078) (0.068) (0.080) (0.148) (0.140) (0.151)
Permanent window
Leveﬁif;g;anem 0.635%%x 0.326%* 0.015 0.354* 0.431% 0.602%+* 0.282
(0.132) (0.159) (0.069) (0.167) (0.230) (0.221) (0.192)
Levelgif:rg;anem 0.483%% 0.106 0.192%%x -0.117 0291 0.422 0.485%*
(0.127) (0.153) (0.069) (0.159) (0.239) (0.275) (0.245)
Observations 11,216 11,216 7,724 11,216 11,216 11,216 7,724
R-squared 0.59 0.73 0.94 0.15 0.77 0.91 0.94

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.4 African Inward visits and China’s imports from Africa

Log-linearized

PPML (missing)

(@]

Specification (1) Gravity Coll:llr:itry (31))1{;1‘% (4) Pair FE Gr(asv)i ty ©) CF(Emtry (7]))I</ag
Dependent Variable log-import  log-import ~ log-import  log-import import import import
1-year window
Foreign Levell -0.057 0.026 0.106 0.099 0.547%* -0.070 -0.224
(0.196) (0.178) (0.211) (0.171) (0.256) (0.148) (0.165)
Foreign Level2 0.126 -0.273 -0.258 -0.262 0.346%** 0.013 -0.034
(0.171) (0.177) (0.189) (0.167) (0.171) (0.151) (0.117)
2-year window
Foreign Levell 2 year 0.156 0.246 0.066 0.315%* 0.602%* -0.031 -0.039
(0.158) (0.162) (0.179) (0.145) (0.241) (0.150) (0.144)
Foreign Level2_2 year 0.234 -0.185 -0.254 -0.168 0.503%** -0.223 -0.249*
(0.166) (0.193) (0.183) (0.180) (0.231) (0.170) (0.147)
4-year window
Foreign Levell 4 year 0.538** 0.344%* -0.037 0.448%* 0.597* -0.158 -0.211
(0.211) (0.206) (0.152) (0.199) (0.319) (0.170) (0.136)
Foreign Level2_4 year 0.366** -0.024 -0.348%** -0.001 -0.067 -1.014%** -0.473%*
(0.174) (0.197) (0.135) (0.187) (0.292) (0.210) (0.222)
Permanent window
Foreign Levell permanent 0.918*** 0.086 -0.176 0.272 -0.043 -0.729%%* -0.297
(0.289) (0.477) (0.205) (0.457) (0.529) (0.321) (0.211)
Foreign Level2 permanent 1.496%** 0.569 -0.145 0.333 0.909* 0.205 -0.420
(0.346) (0.412) (0.171) (0.432) (0.485) (0.275) (0.313)
Observations 12,025 12,025 8,206 12,025 12,025 12,025 8,206
R-squared 0.60 0.73 0.92 0.12 0.67 0.96 0.96

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.5 Number of Chinese visits and China’s exports to Africa

Log-linearized

PPML (missing)

(2) Country

(6) Country

Specification (1) Gravity FE (3) LagDV (4) Pair FE (5) Gravity FE (7) Lag DV
Dependent Variable log-export log-export log-export log-export export export export
1-year window
China Levell 0.030%* 0.007 0.027 0.003 0.028 0.019 0.003
(0.015) (0.022) (0.021) (0.022) (0.030) (0.035) (0.030)
China Level2 0.031%%* 0.017 0.020 0.011 0.036 0.011 -0.034
(0.009) (0.016) (0.015) (0.015) (0.026) (0.026) (0.023)
2-year window
Chi“aylézre“fz 0.061%%* 0.029% 0.027* 0.023 0.031 0.021 0.017
(0.015) (0.017) (0.016) (0.017) (0.024) (0.032) (0.029)
Chi“aylézrelu 0.056%%* 0.018 0.008 0.010 0.046 0.017 -0.039
(0.013) (0.016) (0.012) (0.016) (0.032) (0.029) (0.025)
4-year window
Chi“aylézre“f‘ 0.074%%* 0.012 0.013 0.007 0.024 0.042 0.023
(0.018) (0.019) (0.014) (0.019) (0.029) (0.035) (0.028)
Chi“aylézrelzf‘ 0.083%%* 0.018 0.010 0.006 0.061* 0.038 -0.022
(0.014) (0.017) (0.012) (0.018) (0.035) (0.036) (0.031)
Permanent window
Level lcjzimnem 0.089%** 0.036 0.012 0.028 -0.033 0.016 -0.025
(0.026) (0.030) (0.016) (0.034) (0.070) (0.060) (0.050)
Levelzcjzimem 0.089%** 0.029 0.012 -0.006 0.135%* 0.139%* 0.088%*
(0.019) (0.027) (0.015) (0.015) (0.055) (0.062) (0.038)
Observations 11,216 11,216 7,724 11,216 11,216 11,216 7,724
R-squared 0.59 0.73 0.94 0.15 0.76 091 0.94

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.6 Number of Chinese visits and China’s imports from Africa

Log-linearized

PPML (missing)

(2) Country

©)

Specification (1) Gravity FE (3) Lag DV (4) Pair FE Gravity (6) Country FE  (7) LagDV
Dependent Variable log-import log-import log-import log-import import import import
1-year window
China Levell -0.009 0.036 -0.111%* 0.030 -0.074 -0.098*** -0.063**
(0.058) (0.058) (0.050) (0.059) (0.058) (0.031) (0.027)
China Level2 0.070** -0.006 -0.044 -0.007 0.104* -0.071%* -0.133%**
(0.030) (0.035) (0.029) (0.031) (0.059) (0.034) (0.030)
2-year window
China Levell_2 year 0.027 0.045 -0.064* 0.038 -0.082* -0.115%** -0.060%*
(0.059) (0.057) (0.036) (0.058) (0.048) (0.030) (0.027)
China Level2 2 year 0.107%*%* -0.005 -0.049* -0.004 0.060 -0.122%%* -0.162%**
(0.037) (0.040) (0.029) (0.035) (0.072) (0.035) (0.030)
4-year window
China Levell 4 year 0.062 0.026 -0.047* 0.017 -0.114* -0.096%** -0.071%*
(0.046) (0.049) (0.025) (0.049) (0.067) (0.033) (0.029)
China Level2 4 year 0.195%*%* 0.010 -0.037 0.010 0.114 -0.097** -0.138%***
(0.041) (0.045) (0.028) (0.040) (0.089) (0.039) (0.034)
Permanent window
China 0.077 -0.045 -0.037 -0.131 -0.090 -0.184%* -0.160%*
Levell permanent
(0.0520) (0.069) (0.026) (0.086) (0.093) (0.073) (0.063)
China 0.311%%x 0.049 -0.027 0.035 0.198** 0.024 -0.024
Level2 permanent
(0.067) (0.086) (0.035) (0.035) (0.100) (0.078) (0.064)
Observations 12,025 12,025 8,206 12,025 12,025 12,025 8,206
R-squared 0.60 0.73 0.92 0.12 0.67 0.96 0.96

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.7 Number of African Inward visits and China’s exports to Africa

Log-linearized PPML (missing)
Specification (1) Graviy @ CF"émtry (3) Lag DV @) PairFE (5 Gravity ~ © CF"];““W (7) Lag DV
Dependent Variable log-export log-export log-export log-export export export export
1-year window

Foreign Levell 0.021* 0.007 0.009 0.007 0.061*** 0.017 -0.042%*
(0.011) (0.017) (0.016) (0.017) (0.020) (0.020) (0.025)
Foreign Level2 0.022%%%* -0.011 -0.009 -0.012 0.010 -0.059%* -0.043*
(0.007) (0.017) (0.017) (0.017) (0.020) (0.026) (0.025)
Foreign Levell 2 year 0.047*%* 0.025 0.017 0.024 0.068*** 0.028 -0.029
(0.012) (0.015) (0.013) (0.015) (0.017) (0.026) (0.020)
Foreign Level2 2 year 0.025%%* -0.013 -0.012 -0.015 0.017 -0.039 -0.060*
(0.009) (0.015) (0.015) (0.014) (0.024) (0.026) (0.033)
Foreign Levell 4 year 0.082%** 0.032* 0.013 0.029 0.082%** 0.077** -0.005
(0.015) (0.018) (0.013) (0.019) (0.020) (0.030) (0.018)
Foreign Level2 4 year 0.045%%* -0.009 0.003 -0.019 0.017 -0.021 -0.045
(0.013) (0.017) (0.015) (0.017) (0.031) (0.030) (0.031)
Foreign 0.131%5* 0.065* 0.004 0.067* 0.073 0.129%*x -0.022

Levell permanent
(0.029) (0.034) (0.014) (0.037) (0.045) (0.044) (0.031)

Foreign 0.094%%% 0.025 0.039%** -0.026 0.060 0.086 0.092%*

Level2 permanent
(0.027) (0.034) (0.014) (0.037) (0.048) (0.053) (0.030)
Observations 11,216 11,216 7,724 11,216 11,216 11,216 7,724

R-squared 0.59 0.73 0.94 0.15 0.77 0.91 0.94

Notes: Standard errors are in parentheses, superscripts with *** ** and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.8 Number of African Inward visits and China’s imports from Africa

Log-linearized

PPML (missing)

(2) Country

©)

(6) Country

Specification (1) Gravity FE (3)LagDV ~ (4) Pair FE Gravity FE (7) Lag DV
Dependent Variable log-import log-import log-import log-import import import import
1-year window
Foreign Levell -0.013 0.005 0.022 0.021 0.117%* -0.016 -0.049
(0.042) (0.039) (0.046) (0.037) (0.056) (0.032) (0.036)
Foreign Level2 0.029 -0.057 -0.055 -0.055 0.069* 0.005 -0.007
(0.037) (0.039) (0.041) (0.036) (0.040) (0.032) (0.025)
2-year window
Foreign Levell 2 year 0.033 0.053 0.014 0.068%** 0.125%* -0.008 -0.010
(0.034) (0.035) (0.038) (0.031) (0.052) (0.032) (0.031)
Foreign Level2_2 year 0.053 -0.040 -0.054 -0.037 0.110%* -0.037 -0.050
(0.036) (0.042) (0.039) (0.039) (0.047) (0.037) (0.031)
4-year window
Foreign Levell 4 year 0.110%* 0.070 -0.005 0.093%** 0.118* -0.034 -0.042
(0.045) (0.045) (0.033) (0.043) (0.066) (0.036) (0.030)
Foreign Level2_4 year 0.078** -0.005 -0.072%* -0.002 0.018 -0.184%** -0.091%*
(0.037) (0.042) (0.028) (0.040) (0.067) (0.045) (0.043)
Permanent window
Foreign Levell permanent 0.212%*%* 0.037 -0.031 0.087 -0.013 -0.169%* -0.063
(0.060) (0.103) (0.042) (0.099) (0.104) (0.068) (0.051)
Foreign Level2 permanent 0.297*** 0.101 -0.031 0.040 0.178* 0.007 -0.071
(0.073) (0.089) (0.034) (0.098) (0.095) (0.052) (0.068)
Observations 12,025 12,025 8,206 12,025 12,025 12,025 8,206
R-squared 0.60 0.73 0.92 0.12 0.67 0.96 0.96

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.9 Exogeneity Test for Number of Visits and China’s exports to Africa

Loglinear PPML
Specification (1) Gravity (2) Country FE (3) LagDV (4) Pair FE (5) Gravity ©) CF(Emtry (7) Lag DV
China Outward Visits
China First level 0.019 0.032 -0.003 0.024 0.015 0.123** 0.061
(0.025) (0.031) (0.026) (0.033) (0.048) (0.058) (0.044)
forward Lead 0.083%** 0.003 0.016 0.001 -0.060 -0.113* -0.103%**
(2-year lead) (0.025) (0.038) (0.026) (0.042) (0.082) (0.066) (0.051)
China Second level 0.028 0.003 0.013 -0.021 0.053 0.073* 0.045
(0.018) (0.026) (0.020) (0.028) (0.038) (0.039) (0.030)
forward Lead 0.155%*%* 0.058%* 0.008 0.019 0.126** 0.118** 0.078
(2-year lead) (0.032) (0.035) (0.023) (0.042) (0.053) (0.049) (0.053)
African Inward Visits
African First level 0.081%** 0.063%* 0.013 0.055%* -0.061 0.004 -0.022
(0.022) (0.030) (0.024) (0.032) (0.043) (0.029) (0.029)
forward Lead 0.103%** -0.005 -0.012 0.012 0.157%** 0.148%*%* 0.079
(2-year lead) (0.041) (0.044) (0.028) (0.051) (0.049) (0.052) (0.054)
African Second level 0.026 0.011 0.039 -0.021 0.123%** 0.196%** 0.132%%*
(0.023) (0.035) (0.024) (0.039) (0.039) (0.042) (0.038)
forward Lead 0.133%%* 0.026 0.003 -0.047 -0.054 -0.139%* -0.076
(2-year lead) (0.044) (0.043) (0.026) (0.038) (0.061) (0.065) (0.054)
Observations 9,745 9,745 6,544 9,745 9,745 9,745 6,544
R-squared 0.59 0.72 0.93 0.14 0.76 0.89 0.94

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.10 Exogeneity Test for Number of Visits and China’s imports from Africa

Loglinear PPML

Specification (1) Gravity ) (;0];1 ntry (3) LagDV (4) Pair FE (5) Gravity (6) Country FE ~ (7) Lag DV

China Outward Visits

China_First level 0.013 0.003 0.008 -0.043 0213 -0.232%%x -0.198%*
(0.058) (0.058) (0.050) (0.064) (0.143) (0.089) (0.082)

forward Lead 0.087 -0.013 -0.048 -0.126* 0.152 0.087 0.085
(2-year lead) (0.058) (0.073) (0.041) (0.072) (0.122) (0.089) (0.084)

China_Second level 0.220%%* 0.030 -0.013 0.017 0.158 0.083 0.063
(0.083) (0.093) (0.054) (0.098) (0.103) (0.096) (0.066)

forward Lead 0.119 -0.0001 -0.011 -0.030 -0.024 -0.092 -0.124
(2-year lead) (0.074) (0.089) (0.053) (0.084) (0.093) (0.077) (0.084)

African Inward Visits

African_First level 0.117%* 0.020 -0.003 0.036 -0.110 -0.004 0.090

(0.059) (0.086) (0.050) (0.089) (0.130) (0.090) (0.084)

forward Lead 0.095 -0.024 -0.035 0.059 0.068 -0.164* -0.290

(2-year lead) (0.073) (0.080) (0.049) (0.091) (0.096) (0.086) (0.287)
African_Second level 0.218%* 0.072 -0.071 0.027 0.129 0.134 0.120

(0.093) (0.086) (0.082) (0.094) (0.123) (0.101) (0.086)

forward Lead 0.153 0.117 0.052 0.068 0.038 -0.178* -0.170

(2-year lead) (0.098) (0.117) (0.094) (0.127) (0.163) (0.104) (0.168)
Observations 10,485 10,485 7,000 10,485 10,485 10,485 7,000
R-squared 0.59 0.72 0.92 0.10 0.73 091 091

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.11 Combined Specification of China outward visits on China’s exports to Africa

SPECIFICATIONS Lag DV* Pair FE COMBINED AUXILIARY
DEPENDENT VARIABLES EXPORT EXPORT TRNS EXPORT ~ TRNS EXPORT 1
EXPORT LAG 1 0.590%**
(0.016)
CHINA LEVEL 1 (PERMANENT) 0.0180 0.0275
(0.029) (0.034)
CHINA LEVEL 2 (PERMANENT) 0.0421* -0.0056
(0.026) (0.030)
TRNS EXPORT LAG 1 0.0898%**
(0.021)
RS CHINA LEVEL | o104 0143
(0.029) (0.034)
RS CHINA LEVEL2 00105 008
(0.028) (0.0317)
CONSTANT -3.939 14.43 0.656 1.068%*
(2.788) (11.51) (0.573) (0.511)
OBSERVATIONS 9,567 11,216 8,708 10,727
R-SQUARED 0.92 0.15 0.16 0.14

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.12 Combined Specification of China outward visits on China’s imports from

Africa
SPECIFICATIONS Lag DV* Pair FE COMBINED AUXILIARY
DEPENDENT VARIABLES IMPORT IMPORT TRNS IMPORT  TRNS IMPORT LAG 1
IMPORT LAG 1 0.612%%*
(0.0143)
CHINA LEVEL 1 (PERMANENT) -0.0008 -0.131
(0.045) (0.086)
CHINA LEVEL 2 (PERMANENT) -0.0063 0.0346
(0.052) (0.086)
TRNS IMPORT LAG 1 0.127%%%
(0.016)
T AL
(0.077) (0.089)
TIRNS CHINA LEVEL 2 0.0387 00516
(0.069) (0.079)
CONSTANT
OBSERVATIONS 10,230 12,025 9,244 11,502
R-SQUARED 0.91 0.12 0.14 0.11

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.13 Combined Specification of African inward visits on China’s exports to Africa

SPECIFICATIONS Lag DV* Pair FE COMBINED AUXILIARY
DEPENDENT VARIABLES EXPORT EXPORT TRNS EXPORT ~ TRNS EXPORT LAGI
EXPORT LAG 1 0.590%%*
(0.016)
FOREIGN LEVEL 1 (PERMANENT) 0.0273 0.0667*
(0.025) (0.037)
FOREIGN LEVEL 2 (PERMANENT) 0.0657%* -0.0261
(0.026) (0.037)
TRNS EXPORT LAG 1 0.089 7%
(0.021)
TRNS FOREIGN LEVEL | 00517 00496
(0.032) (0.044)
RS FOREION LEVEL2 o0 00315
(0.031) (0.032)
CONSTANT -3.705 14.49 0.653 1.068%*
(2.793) (11.51) (0.572) (0.510)
OBSERVATIONS 9,567 11,216 8,708 10,727
R-SQUARED 0.92 0.15 0.16 0.14

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.14 Combined Specification of African inward visits on China’s imports from

Africa
SPECIFICATIONS Lag DV* Pair FE COMBINED AUXILIARY
DEPENDENT VARIABLES IMPORT IMPORT TRNS IMPORT ~ TRNS IMPORT LAG 1
IMPORT LAG 1 0.611%%*
(0.014)
FOREIGN LEVEL 1 (PERMANENT) -0.0299 0.0871
(0.058) (0.099)
FOREIGN LEVEL 2 (PERMANENT) 0.0151 0.0403
(0.055) (0.098)
TRNS IMPORT LAG 1 0.127%%%
(0.017)
TRNS FOREIGN LEVEL | 0.107 00947
(0.095) (0.101)
TRNS FOREIGN LEVEL 2 00194 00636
(0.094) (0.096)
CONSTANT 7504k 19.54% 1.484%%* 1.193%%*
(2.552) (10.29) (0.513) (0.451)
OBSERVATIONS 10,230 12,025 9,244 11,502
R-SQUARED 0.91 0.12 0.14 0.11

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.15 Year of 2004 African Inward Visits and China’s exports to Africa

Log-linearized

PPML (missing)

Specification (1) Gravity @ CF(Emtry (3) LagDV (4) Gravity 3) (;(Emtry (6) Lag DV
Dependent Variable log-export log-export log-export export export export
2004
African Levell 0.067 -0.267 -0.129 -0.893*** -1.023%** -0.380
(0.347) (0.397) (0.216) (0.240) (0.219) (0.240)
African Level2 0.726 0.622 0.0771 0.745%%%* 0.469%* 0.155
(0.479) (0.518) (0.230) (0.206) (0.273) (0.258)
Observations 1,102 1,102 718 1,102 1,102 718
R-squared 0.56 0.69 0.88 0.85 0.94 0.96
2004-2005
African Levell 2 year 0.295 -0.041 -0.003 -0.907*** -0.914%** -0.396
(0.314) (0.325) (0.178) (0.238) (0.217) (0.241)
African Level2_2 year 0.996** 0.617 0.134 0.741%*%* 0.454 0.214
(0.459) (0.462) (0.192) (0.215) (0.278) (0.274)
Observations 2,168 2,168 1,427 2,168 2,168 1,427
R-squared 0.57 0.70 0.90 0.86 0.94 0.95
2004-2007
African Levell 4 year 0.891%** -0.070 -0.030 -0.750%** -0.811%** -0.465*
(0.331) (0.311) (0.154) (0.256) (0.231) (0.251)
African Level2_4 year 1.687%*%* 0.698 0.124 0.814%*%* 0.590 0.196
(0.464) (0.489) (0.176) (0.232) (0.374) (0.348)
Observations 4312 4312 2,896 4312 4312 2,896
R-squared 0.59 0.73 0.91 0.79 0.88 0.94
2004-2012
African Levell permanent 0.978*** 0.081 0.032 -0.641%** -0.412% -0.298
(0.320) (0.289) (0.100) (0.204) (0.226) (0.202)
African Level2 permanent 1.793%*%* 0.632 0.083 0.738%*** 0.314 0.304
(0.441) (0.478) (0.134) (0.184) (0.308) (0.261)
Observations 9,142 9,142 6,478 9,142 9,142 6,478
R-squared 0.61 0.74 0.93 0.80 0.90 0.93

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.16 Year of 2004 African Inward Visits and China’s imports from Africa

Log-linearized

PPML (missing)

Specification (1) Gravity @ CF(Emtry (3) LagDV (4) Gravity 3) (;(Emtry (6) Lag DV
Dependent Variable limport limport limport import import import
2004
African Levell 1.608 0.669 0.116 0.612 0.859%* 0.777%*
(1.064) (1.072) (0.383) (0.671) (0.456) (0.372)
African Level2 0.712 -0.822 0.387 0.575 -0.111 -0.551
(0.929) (1.027) (0.554) (0.448) (0.364) (0.444)
Observations 1,226 1,226 799 1,226 1,226 799
R-squared 0.51 0.64 0.86 0.74 0.90 0.95
2004-2005
African Levell 2 year 2.160%*** 1.446 0.544%* 0.507 0.749 0.868%**
(0.809) (0.905) (0.322) (0.566) (0.458) (0.379)
African Level2 2 year 0.983 -0.588 0.004 0.582 -0.035 -0.659
(0.822) (0.991) (0.450) (0.467) (0.389) (0.459)
Observations 2,347 2,347 1,575 2,347 2,347 1,575
R-squared 0.54 0.66 0.88 0.70 0.87 0.93
2004-2007
African Levell 4 year 1.280 0.505 0.515%* 0.685 0.874* 0.763%**
(1.102) (1.184) (0.248) (0.615) (0.468) (0.328)
African Level2_4 year 1.708%*%* 0.167 0.186 0.556 0.109 -0.0176
(0.653) (0.853) (0.266) (0.441) (0.398) (0.318)
Observations 4,615 4,615 3,128 4,615 4,615 3,128
R-squared 0.57 0.69 0.90 0.73 0.89 0.90
2004-2012
African Levell permanent 1.506 0.651 0.327 0.096 0.436 0.411
(1.042) (1.073) (0.212) (0.537) (0.433) (0.356)
African Level2 permanent 2.022%%* 0.241 0.016 1.207%*** 0.472 0.098
(0.606) (0.812) (0.248) (0.386) (0.382) (0.386)
Observations 9,663 9,663 6,779 9,663 9,663 6,779
R-squared 0.60 0.73 0.91 0.81 0.96 0.96

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting

significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.17 Number of 2004 African Inward Visits and China’s exports to Africa

Log-linearized

PPML (missing)

Specification (1) Gravity @ CF(;:mtry (3) LagDV (4) Gravity ®) (;011:'1 ntry (6) Lag DV
Dependent Variable log-export log-export log-export export export export
2004
African Levell 0.014 -0.058 -0.028 -0.194%** -0.222%%* -0.082
(0.075) (0.086) (0.047) (0.052) (0.047) (0.052)
African Level2 0.157 0.135 0.017 0.161%** 0.102* 0.034
(0.104) (0.112) (0.050) (0.045) (0.059) (0.056)
Observations 1,102 1,102 718 1,102 1,102 718
R-squared 0.56 0.69 0.88 0.85 0.94 0.96
2004-2005
African Levell 2 year 0.064 -0.009 -0.001 -0.197%** -0.198%*** -0.086
(0.068) (0.070) (0.039) (0.052) (0.047) (0.052)
African Level2 2 year 0.216** 0.134 0.029 0.161%** 0.099 0.046
(0.099) (0.100) (0.042) (0.047) (0.060) (0.059)
Observations 2,168 2,168 1,427 2,168 2,168 1,427
R-squared 0.57 0.70 0.90 0.86 0.94 0.95
2004-2007
African Levell 4 year 0.193%** -0.015 -0.006 -0.162%** -0.176%** -0.101*
(0.072) (0.067) (0.033) (0.055) (0.050) (0.054)
African Level2 4 year 0.365%%** 0.151 0.027 0.176%** 0.128 0.043
(0.101) (0.106) (0.038) (0.050) (0.081) (0.075)
Observations 4,312 4,312 2,896 4,312 4312 2,896
R-squared 0.59 0.73 0.91 0.79 0.88 0.94
2004-2012
African Levell permanent 0.212%** 0.018 0.007 -0.139%** -0.0892* -0.065
(0.069) (0.063) (0.022) (0.044) (0.049) (0.044)
African Level2 permanent 0.388*** 0.137 0.018 0.160%*** 0.068 0.066
(0.096) (0.104) (0.029) (0.040) (0.067) (0.057)
Observations 9,142 9,142 6,478 9,142 9,142 6,478
R-squared 0.61 0.74 0.93 0.80 0.90 0.93

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.18 Number of 2004 African Inward Visits and China’s imports from Africa

Log-linearized

PPML (missing)

Specification (1) Gravity &) (;(Emtry (3) LagDV (4) Gravity ®) (;0];1 ntry (6) Lag DV
Dependent Variable log-import log-import log-import import import import
2004
African Levell 0.348 0.145 0.025 0.133 0.186* 0.168**
(0.231) (0.232) (0.083) (0.145) (0.099) (0.081)
African Level2 0.154 -0.178 0.084 0.125 -0.024 -0.119
(0.201) (0.222) (0.120) (0.097) (0.079) (0.096)
Observations 1,226 1,226 799 1,226 1,226 799
R-squared 0.51 0.64 0.86 0.74 0.90 0.95
2004-2005
African Levell 2 year 0.468%** 0.313 0.118%* 0.110 0.162 0.188**
(0.175) (0.196) (0.070) (0.123) (0.099) (0.082)
African Level2 2 year 0.213 -0.127 0.001 0.126 -0.007 -0.143
(0.178) (0.215) (0.098) (0.101) (0.084) (0.099)
Observations 2,347 2,347 1,575 2,347 2,347 1,575
R-squared 0.54 0.66 0.88 0.70 0.87 0.93
2004-2007
African Levell 4 year 0.277 0.109 0.112%* 0.148 0.189%* 0.165%*
(0.239) (0.257) (0.054) (0.133) (0.101) (0.071)
African Level2 4 year 0.370%** 0.036 0.040 0.120 0.024 -0.004
(0.142) (0.185) (0.058) (0.096) (0.086) (0.069)
Observations 4,615 4,615 3,128 4,615 4,615 3,128
R-squared 0.57 0.69 0.90 0.73 0.89 0.90
2004-2012
African Levell permanent 0.326 0.141 0.071 0.021 0.095 0.089
(0.226) (0.233) (0.046) (0.116) (0.094) (0.077)
African Level2 permanent 0.438%*** 0.052 0.003 0.261%*** 0.102 0.021
(0.131) (0.176) (0.054) (0.084) (0.083) (0.084)
Observations 9,663 9,663 6,779 9,663 9,663 6,779
R-squared 0.60 0.73 0.91 0.81 0.96 0.96

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.19 Robustness Checks of diplomatic visits and China’s exports to Africa using PPML Lag DV specification

visits

Chinese visits to Africa

African visits to China

Baseline (1) Mirr(ozr)data ProNdS.ct(')sf(i%) rflflzser:io$i1§its ((j}lfr?;ir Baseline (6) 2032;:5?70)&11 Mirr(ogr)data ProNdﬁ.ct(')sf@) rizseriio$i1§its ggfr?;ir
(C) ©)) (10) an
DV Exports Expor;:ﬁmirr pIr\I)(:i.u(is Exports Exports Exports Exports Expor(::ﬁmirr pIr\(I)(zi.u(is Exports Exports
1-year window
First level 0.014 0.322%* -0.055 0.172 -0.005 -0.054 -0.380 -0.195 -0.007 0.032 -0.051
(0.140) (0.168) (0.068) (0.167) (0.139) (0.082) (0.240) (0.197) (0.044) (0.281) (0.079)
Second level -0.155 0.096 -0.069 -0.172 -0.134 -0.388* 0.155 -0.201 -0.113 -0.017 -0.350%**
(0.107) (0.163) (0.059) (0.154) (0.103) (0.120) (0.258) (0.124) (0.072) (0.307) (0.119)
2-year window
First level 0.091 0.194 -0.068 0.152 0.077 -0.109 -0.396 -0.089 -0.033 -0.303 -0.115
(0.127) (0.129) (0.065) (0.169) (0.125) (0.097) (0.241) (0.199) (0.050) (0.269) (0.094)
Second level -0.134 0.280%* -0.044 -0.075 -0.106 -0.319* 0.214 -0.275 -0.106 0.015 -0.264**
(0.116) (0.146) (0.057) (0.145) (0.114) (0.129) (0.274) (0.176) (0.074) (0.246) (0.128)
4-year window
First level 0.122 0.259%* -0.109 0.055 0.125 0.049 -0.465* 0.156 -0.032 -0.408* -0.023
(0.129) (0.144) (0.076) (0.157) (0.126) (0.106) (0.251) (0.185) (0.061) (0.232) (0.102)
Second level 0.027 0.500%** -0.033 0.005 0.056 -0.190 0.196 -0.183 -0.082 0.178 -0.149
(0.141) (0.194) (0.073) (0.144) (0.139) (0.151) (0.348) (0.180) (0.082) (0.214) (0.138)
Permanent window
First level -0.115 0.48 %% -0.099 -0.072 -0.111 0.282 -0.298 0.341%* 0.011 -0.354* 0.182
(0.225) (0.172) (0.110) (0.199) (0.218) (0.192) (0.202) (0.205) (0.096) (0.198) (0.170)
Second level 0.740%** 0.660%** 0.111 0.616%** 0.739%%* 0.485%* 0.304 -0.032 -0.034 0.533%%* 0.243
(0.221) (0.253) (0.111) (0.183) (0.216) (0.245) (0.261) (0.265) (0.131) (0.188) (0.177)
Observations 7,724 13,193 5,906 7,724 7,731 7,724 6,478 13,193 5,906 7,724 7,731
R-squared 0.94 0.96 0.92 0.94 0.95 0.94 0.93 0.96 0.92 0.94 0.95

Note: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity. The combined specification is only available for the permanent window. Observations and R-squared of 2004 African inward visits to China are presented from

permanent window.
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Table 6.20 Robustness Checks of diplomatic visits and China’s imports from Africa using PPML Lag DV specification

visits Chinese visits to Africa African visits to China
Baseline (1) Mirr(ozr)data ProNdS.ct(')sf(i%) rflflzser:io$i1§its ((j}lfr?;ir Baseline (6) ZO‘giitf;)r(t;i)gn Mirr(ogr)data ProNdﬁ.ct(')sf@) rizseriio$i1§its ggfr?;ir
(C) ©)) (10) an
DV Imports Impor;:ﬁmirr pIr\I)(Zi.u(;{s Imports Imports Imports Imports Impor(::ﬁmirr pIr\(I)(zi.u(is Imports Imports
1-year window
First level -0.276 0.349 0.035 -0.214 -0.292%* -0.224 0.777** -0.400* -0.179%* -0.577%** -0.628%**
(0.124) (0.220) (0.167) (0.132) (0.121) (0.165) (0.372) (0.208) (0.076) (0.129) (0.125)
Second level -0.631 -0.143 0.123 -0.210 -0.657%** -0.034 -0.551 0.170 0.040 -2.795%** -0.119
(0.138) (0.227) (0.090) (0.241) (0.137) (0.117) (0.444) (0.177) (0.058) (0.396) (0.166)
2-year window
First level -0.235* 0.116 -0.038 -0.411%** -0.233* -0.039 0.868%* -0.127 -0.131 -0.462%** -0.521%**
(0.136) (0.214) (0.148) (0.128) (0.128) (0.144) (0.379) (0.190) (0.092) (0.150) (0.147)
Second level -0.756%* -0.462* 0.105 -0.538* -0.768%** -0.249* -0.659 -0.059 0.051 -2.805%** -0.504%**
(0.141) (0.241) (0.122) (0.284) (0.138) (0.147) (0.459) (0.232) (0.070) (0.336) (0.141)
4-year window
First level -0.408%** 0.046 -0.049 -0.446%** -0.420%** -0.211 0.763%* -0.141 -0.144 -0.696%** -0.601%**
(0.136) (0.251) (0.158) (0.146) (0.137) (0.136) (0.328) (0.217) (0.119) (0.172) (0.160)
Second level -0.591%** -0.456 0.271%** -0.630* -0.608%** -0.473%* -0.0176 -0.275 0.137 -3.223%** -0.910%**
(0.149) (0.307) (0.134) (0.339) (0.146) (0.222) (0.318) (0.270) (0.138) (0.313) (0.158)
Permanent window
First level -0.480* 0.598 0.182 -0.484* -0.527** -0.297 0.411 -0.087 -0.075 -0.821%** -0.832%**
(0.233) (0.372) (0.232) (0.254) (0.227) (0.211) (0.356) (0.557) (0.259) (0.308) (0.287)
Second level -0.059 0.029 0.313* -0.632* -0.061 -0.420 0.098 -0.188 0.398%* -3.568%** -1.309%**
(0.287) (0.464) (0.180) (0.346) (0.275) (0.313) (0.386) (0.348) (0.217) (0.267) (0.224)
Observations 8,206 12,491 5,889 8,206 8,441 8,206 6,779 12,491 5,889 8,206 8,441
R-squared 0.96 0.87 0.91 0.96 0.95 0.96 0.96 0.87 0.91 0.96 0.95

Note: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity. The combined specification is only available for the permanent window. Observations and R-squared of 2004 African inward visits to China are presented from
permanent window.
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Table 6.21 Robustness Checks of the number of diplomatic visits and China’s exports to Africa using PPML Lag DV specification

visits Chinese visits to the Africa African visits to China
Baseline (1) Mirr(ozr)data ProNdS.ct(')sf(i%) rflflzser:io$i1§its ((j}lfr?;ir Baseline (6) ZO‘giitf;)r(e;i)gn Mirr(ogr)data ProNdﬁ.ct(')sf@) rizseriio$i1§its ggfr?;ir
(C) ©)) (10) an
DV Exports Expor;:ﬁmirr pIr\I)(:i.u(is Exports Exports Exports Exports Expor(::ﬁmirr pIr\(I)(zi.u(is Exports Exports
1-year window
First level 0.003 0.070%* -0.012 0.009 -0.001 -0.042* -0.082 -0.040 -0.001 0.007 -0.011
(0.030) (0.036) (0.015) (0.030) (0.030) (0.025) (0.052) (0.042) (0.009) (0.060) (0.017)
Second level -0.034 0.023 -0.018 0.026 -0.029 -0.043* 0.034 -0.042* -0.024 -0.004 -0.075%**
(0.023) (0.036) (0.013) (0.036) (0.022) (0.025) (0.056) (0.026) (0.015) (0.067) (0.025)
2-year window
First level 0.017 0.046 -0.016 0.019 0.014 -0.029 -0.086 -0.017 -0.006 -0.064 -0.025
(0.029) (0.029) (0.014) (0.029) (0.028) (0.020) (0.052) (0.042) (0.011) (0.057) (0.020)
Second level -0.039 0.055 -0.014 0.010 -0.032 -0.060* 0.046 -0.060 -0.023 0.003 -0.059**
(0.025) (0.035) (0.013) (0.030) (0.025) (0.033) (0.059) (0.037) (0.016) (0.053) (0.027)
4-year window
First level 0.023 0.053* -0.025 0.009 0.023 -0.005 -0.101* 0.032 -0.005 -0.085* -0.007
(0.028) (0.031) (0.016) (0.035) (0.027) (0.018) (0.054) (0.039) (0.013) (0.048) (0.022)
Second level -0.022 0.084* -0.016 -0.008 -0.015 -0.045 0.043 -0.046 -0.020 0.039 -0.039
(0.031) (0.045) (0.016) (0.031) (0.031) (0.031) (0.075) (0.041) (0.018) (0.046) (0.030)
Permanent window
First level -0.025 0.089%** -0.024 -0.062* -0.024 -0.022 -0.065 0.077 0.002 -0.071* 0.029
(0.050) (0.034) (0.023) (0.037) (0.048) (0.031) (0.044) (0.047) (0.020) (0.040) (0.035)
Second level 0.088%* 0.096* 0.007 0.099%%** 0.092* 0.092%%** 0.066 0.008 -0.016 0.118%%%* 0.033
(0.038) (0.056) (0.022) (0.037) (0.047) (0.030) (0.057) (0.058) (0.026) (0.041) (0.034)
Observations 7,724 13,193 5,906 7,724 7,731 7,724 6,478 13,193 5,906 7,724 7,731
R-squared 0.94 0.96 0.92 0.94 0.95 0.94 0.93 0.96 0.92 0.94 0.95

Note: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity. The combined specification is only available for the permanent window. Observations and R-squared of 2004 African inward visits to China are presented from
permanent window.
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Table 6.22 Robustness Checks of the number of diplomatic visits and China’s imports from Africa using PPML Lag DV specification

visits Chinese visits to the Africa African visits to China
Baseline (1) Mirr(ozr)data ProNdi)l;:tOsf(i%) rflz?erziogifits gl:ie;;ir Baseline (6) 20&2itf;)r(e;i)gn Mirr(og)data ProNdﬁ.ct(')sf(9) riZ?er:io$i1§its gg?r?;ir
“ ®) (10) an
DV Imports Impor;:ﬁmirr pIr\I)(zi.uﬁs Imports Imports Imports Imports Impor;:ﬁmirr pIr\(I)(zi.u(is Imports Imports
1-year window
First level -0.063** 0.077 0.008 -0.046 -0.066** -0.049 0.168%* -0.087* -0.039%** -0.125%** -0.136%**
(0.0271) (0.048) (0.036) (0.029) (0.027) (0.036) (0.081) (0.045) (0.016) (0.028) (0.027)
Second level -0.133%%* -0.021 0.025 -0.046 -0.139%** -0.007 -0.119 0.034 0.007 -0.606%** -0.020
(0.030) (0.048) (0.019) (0.052) (0.029) (0.025) (0.096) (0.038) (0.013) (0.086) (0.036)
2-year window
First level -0.060** 0.023 -0.006 -0.087%** -0.060** -0.010 0.188%* -0.027 -0.029 -0.100%** -0 111%**
(0.027) (0.047) (0.033) (0.028) (0.026) (0.031) (0.082) (0.041) (0.020) (0.032) (0.031)
Second level -0.162%** -0.071 0.020 -0.116* -0.166%** -0.050 -0.143 -0.010 0.011 -0.609%** -0.096%**
(0.030) (0.051) (0.025) (0.062) (0.030) (0.031) (0.099) (0.049) (0.015) (0.073) (0.031)
4-year window
First level -0.071%** 0.022 -0.013 -0.095%** -0.074%** -0.042 0.165%* -0.029 -0.032 -0.155%** -0.133%**
(0.029) (0.052) (0.034) (0.030) (0.029) (0.030) (0.071) (0.045) (0.025) (0.037) (0.034)
Second level -0.138%** -0.065 0.043 -0.134* -0.145%** -0.091%* -0.004 -0.053 0.027 -0.687%** -0.181%**
(0.034) (0.057) (0.027) (0.073) (0.033) (0.043) (0.069) (0.058) (0.028) (0.068) (0.034)
Permanent window
First level -0.160** 0.087 0.023 -0.156%** -0.168%** -0.063 (0.077) -0.005 -0.029 -0.200%** -0.194%**
(0.063) (0.075) (0.050) (0.052) (0.062) (0.051) 0.021 (0.104) (0.043) (0.064) (0.058)
Second level -0.024 0.001 0.038 -0.115 -0.031 -0.071 (0.084) -0.030 0.091%* -0.754%** -0.297%**
(0.064) (0.085) (0.042) (0.072) (0.062) (0.068) 6,779 (0.068) (0.046) (0.059) (0.049)
Observations 8,206 12,491 5,889 8,206 8,441 8,206 0.96 12,491 5,889 8,206 8,441
R-squared 0.96 0.87 0.91 0.96 0.95 0.96 (0.077) 0.87 0.91 0.96 0.95

Note: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity. The combined specification is only available for the permanent window. Observations and R-squared of 2004 African inward visits to China are presented from
permanent window.
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Table 6.23 Chinese visits and China’s exports to OECD

3Log-linearized

PPML (missing)

Specification (1) Gravity 2) CFO]; ntry (3) LagDV (4) Pair FE (5) Gravity (6) Country FE ~ (7) Lag DV

Dependent Variable log-export log-export log-export log-export export export export

1-year window
China Levell -0.007 0.017 -0.024 0.019 0.167%** 0.046 -0.034
(0.028) (0.016) (0.041) (0.017) (0.062) (0.087) (0.089)
China Level2 0.055 -0.027 -0.018 -0.026 0.330 -0.007 -0.112
(0.037) (0.031) (0.038) (0.032) (0.239) (0.146) (0.127)

2-year window
China Levell 2 year 0.054 0.022 -0.047 0.025 0.234* -0.021 -0.154
(0.034) (0.027) (0.053) (0.027) (0.135) (0.141) (0.124)
China Level2 2 year 0.157%%* 0.001 -0.013 0.004 0.259 -0.166 -0.244
(0.060) (0.059) (0.053) (0.060) (0.198) (0.204) (0.181)

4-year window
China Levell 4 year 0.146** 0.045 -0.072 0.051 0.270 -0.146 -0.232
(0.067) (0.051) (0.073) (0.051) (0.175) (0.198) (0.175)
China Level2 4 year 0.257%%* 0.009 -0.034 0.013 0.238 -0.376 -0.420
(0.068) (0.056) (0.070) (0.056) (0.182) (0.303) (0.273)

Permanent window
China Levell permanent 0.201* 0.018 -0.129 0.035 0.768* 0.108 0.144
(0.105) (0.093) (0.118) (0.089) (0.423) (0.178) (0.169)
China Level2_permanent 0.255%%* 0.003 -0.056 0.011 -0.177 -0.505 -0.547
(0.089) (0.070) (0.077) (0.071) (0.400) (0.387) (0.359)
Observations 10,228 10,228 10,217 10,228 10,228 10,228 10,217
R-squared 0.84 0.92 0.99 0.63 0.84 0.95 0.96

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at

the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.24 Chinese visits and China’s imports from OECD

Log-linearized PPML (missing)
. . . (2) Country . 5) (6) Country (7) Lag
Specification (1) Gravity FE (3) LagDV (4) Pair FE Gravity FE DV
Dependent Variable log-import log-import log-import log-import import import import

1-year window

China Levell -0.021 -0.014 -0.0003 -0.017 0.041 0.067 0.087
(0.018) (0.025) (0.022) (0.025) (0.107) (0.119) (0.112)
China Level2 0.062%** 0.014 0.002 0.012 -0.016 0.054 0.057
(0.024) (0.025) (0.020) (0.026) (0.130) (0.090) (0.084)

2-year window

China Levell 2 year 0.027 0.008 0.014 0.005 0.035 0.052 0.064
(0.020) (0.031) (0.018) (0.031) (0.135) (0.125) (0.119)
China Level2 2 year 0.074%* -0.014 -0.009 -0.018 -0.054 -0.003 -0.008
(0.033) (0.035) (0.026) (0.037) (0.143) (0.111) (0.109)

4-year window

China Levell 4 year 0.103* 0.088* 0.043%* 0.086* 0.089 0.160 0.157
(0.057) (0.047) (0.018) (0.048) (0.156) (0.177) (0.165)
China Level2 4 year 0.047 -0.043 0.030 -0.050 -0.115 0.014 0.009
(0.047) (0.055) (0.042) (0.057) (0.165) (0.131) (0.127)

Permanent window

China Levell permanent 0.158 0.146** 0.031 0.151** -0.021 0.301 0.349

(0.103) (0.072) (0.023) (0.074) (0.158) (0.233) 0.217)

China Level2 permanent 0.009 -0.077 0.026 -0.087 -0.015 0.132 0.125

(0.054) (0.074) (0.052) (0.079) (0.137) (0.116) (0.126)

Observations 10,227 10,227 10,213 10,227 10,227 10,227 10,213
R-squared 0.85 0.94 0.99 0.67 0.83 0.95 0.96

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.

271



Table 6.25 OECD inward visits and China’s exports to OECD

Log-linearized

PPML (missing)

Specification (1) Gravity ) CF<E1ntry (3) LagDV (4) Pair FE Gr(asv)ity © CF(;:mtry (7I))I{Iag
Dependent Variable log-export log-export log-export log-export export export export

1-year window
OECD Levell -0.005 -0.056** -0.029 -0.055** -0.114 -0.179** -0.070
(0.028) (0.026) (0.029) (0.026) (0.107) (0.076) (0.066)
OECD Level2 0.081%*** 0.003 -0.058 0.005 0.469* -0.012 -0.131
(0.021) (0.020) (0.053) (0.019) (0.281) (0.139) (0.118)

2-year window
OECD Levell 2 year 0.030 -0.044* -0.005 -0.043* -0.193* -0.210%** -0.078
(0.029) (0.026) (0.032) (0.026) (0.103) (0.088) (0.094)
OECD Level2 2 year 0.067 -0.041 -0.058 -0.040 0.614%** -0.024 -0.118
(0.048) (0.045) (0.056) (0.045) (0.268) (0.141) (0.126)

4-year window
OECD Levell 4 year 0.175%** -0.002 0.019 -0.002 0.327%* 0.041 -0.024
(0.053) (0.038) (0.046) (0.039) (0.161) (0.156) (0.149)
OECD Level2 4 year 0.082 0.010 0.024 0.007 0.307* -0.008 -0.060
(0.082) (0.054) (0.046) (0.054) (0.172) (0.117) (0.110)

Permanent window
OECD Levell_permanent 0.329%** 0.041 0.068 0.038 0.437* 0.047 0.133
(0.056) (0.097) (0.070) (0.099) (0.247) (0.292) (0.277)
OECD Level2_permanent 0.290* 0.058 0.008 0.058 0.212 0.193 0.196
(0.157) (0.133) (0.066) (0.137) (0.262) (0.152) (0.142)
Observations 10,228 10,228 10,217 10,228 10,228 10,228 10,217
R-squared 0.84 0.92 0.99 0.63 0.85 0.95 0.96

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting significance at

the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.

272



Table 6.26 OECD inward visits and China’s imports from OECD

Log-linearized

PPML (missing)

Specification (1) Gravity ) CF%lntry (3) LagDV (4) Pair FE Gr(asv)ity © CF(;:mtry (7I))I{Iag
Dependent Variable log-import log-import log-import log-import import import import
1-year window
OECD Levell 0.010 0.011 0.017 0.007 0.123 0.180%** 0.123%*
(0.021) (0.022) (0.021) (0.022) (0.092) (0.049) (0.053)
OECD Level2 0.026 -0.037 0.004 -0.041* 0.058 0.016 0.031
(0.023) (0.024) (0.017) (0.024) (0.129) (0.122) (0.117)
2-year window
OECD Levell 2 year 0.016 0.031 0.019 0.025 0.067 0.211%* 0.131
(0.036) (0.029) (0.020) (0.029) (0.113) (0.085) (0.089)
OECD Level2 2 year 0.046 0.008 0.019 0.002 0.075 0.184 0.196
(0.041) (0.033) (0.020) (0.034) (0.125) (0.122) (0.120)
4-year window
OECD Levell 4 year 0.024 0.026 0.003 0.013 0.019 0.501%** 0.481%**
(0.047) (0.051) (0.033) (0.051) (0.140) (0.141) (0.128)
OECD Level2 4 year 0.080 0.073 0.002 0.064 0.005 0.388%** 0.379%*
(0.104) (0.068) (0.033) (0.068) (0.141) (0.153) (0.150)
Permanent window
OECD Levell permanent 0.093 -0.002 0.021 -0.023 0.029 0.550* 0.638%**
(0.086) (0.075) (0.048) (0.077) (0.299) (0.298) (0.291)
OECD Level2_permanent 0.159 0.202 -0.041 0.194 -0.092 0.539 0.566
(0.226) (0.178) (0.047) (0.180) (0.310) (0.383) (0.361)
Observations 10,227 10,227 10,213 10,227 10,227 10,227 10,213
R-squared 0.85 0.94 0.99 0.67 0.83 0.95 0.96

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at

the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.27 Number of Chinese visits and China’s exports to OECD

Log-linearized

PPML (missing)

Specification (1) Gravity ) CF<E1ntry (3) LagDV (4) Pair FE Gr(asv)ity © CF(;:mtry (7I))I{Iag
Dependent Variable log-export log-export log-export log-export export export export

1-year window
China Levell -0.001 0.003 -0.005 0.004 0.030%** 0.008 -0.010
(0.006) (0.004) (0.009) (0.004) (0.012) (0.018) (0.018)
China Level2 0.011 -0.006 -0.004 -0.006 0.079* 0.015 -0.016
(0.007) (0.006) (0.007) (0.006) (0.046) (0.029) (0.023)

2-year window
China Levell 2 year 0.011 0.004 -0.009 0.005 0.041%** 0.001 -0.031
(0.007) (0.006) (0.011) (0.006) (0.020) (0.027) (0.025)
China Level2_2 year 0.029%%** -0.001 -0.003 -0.001 0.060 -0.007 -0.037
(0.011) (0.011) (0.009) (0.011) (0.038) (0.038) (0.031)

4-year window
China Levell 4 year 0.031%** 0.009 -0.015 0.010 0.053%** -0.009 -0.038
(0.014) (0.011) (0.015) (0.011) (0.025) (0.039) (0.032)
China Level2_4 year 0.046%*** -0.001 -0.008 -0.0001 0.044 -0.037 -0.070
(0.012) (0.011) (0.013) (0.011) (0.034) (0.057) (0.043)

Permanent window
China Levell permanent 0.042* 0.003 -0.025 0.008 0.146%* 0.047 0.018
(0.023) (0.021) (0.024) (0.020) (0.068) (0.048) (0.037)
China Level2_permanent 0.039%* -0.005 -0.011 -0.002 -0.036 -0.072 -0.110**
(0.017) (0.015) (0.015) (0.016) (0.065) (0.069) (0.052)
Observations 10,228 10,228 10,217 10,228 10,228 10,228 10,217
R-squared 0.84 0.92 0.99 0.63 0.85 0.95 0.96

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at

the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.28 Number of Chinese visits and China’s imports from OECD

Log-linearized

PPML (missing)

Specification (1) Gravity ) CF%lntry (3) LagDV (4) Pair FE Gr(asv)ity © CF(;:mtry (7I))I{Iag
Dependent Variable log-import log-import log-import log-import import import import

1-year window
China Levell -0.004 -0.003 -0.0003 -0.004 0.007 0.012 0.016
(0.004) (0.005) (0.005) (0.005) (0.021) (0.024) (0.023)
China Level2 0.013%** 0.003 0.001 0.002 -0.001 0.015 0.019
(0.005) (0.005) (0.004) (0.005) (0.024) (0.017) (0.015)

2-year window
China Levell 2 year 0.005 0.001 0.003 0.001 0.007 0.011 0.014
(0.004) (0.007) (0.004) (0.007) (0.028) (0.026) (0.025)
China Level2_2 year 0.014%* -0.002 -0.002 -0.003 -0.006 0.007 0.011
(0.006) (0.007) (0.005) (0.007) (0.025) (0.021) (0.021)

4-year window
China Levell 4 year 0.021* 0.019%* 0.009%** 0.018* 0.023 0.037 0.038
(0.012) (0.010) (0.003) (0.010) (0.035) (0.036) (0.034)
China Level2_4 year 0.009 -0.004 0.004 -0.005 -0.019 0.003 0.007
(0.009) (0.011) (0.007) (0.012) (0.028) (0.028) (0.027)

Permanent window
China Levell permanent 0.037* 0.037** 0.007 0.037** 0.022 0.110%* 0.121%*
(0.022) (0.015) (0.005) (0.016) (0.044) (0.065) (0.063)
China Level2_permanent -0.004 -0.011 0.003 -0.014 -0.019 -0.004 -0.004
(0.012) (0.018) (0.009) (0.019) (0.028) (0.033) (0.031)
Observations 10,227 10,227 10,213 10,227 10,227 10,227 10,213
R-squared 0.85 0.94 0.99 0.67 0.83 0.95 0.96

Notes: Standard errors are in parentheses, superscripts with ***_** ‘and * respectively denoting significance at

the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.29 Number of OECD inward visits and China’s exports to OECD

Log-linearized

PPML (missing)

Specification (1) Gravity ) CF%lntry (3) LagDV (4) Pair FE Gr(asv)ity © CF(;:mtry (7I))I{Iag
Dependent Variable log-export log-export log-export log-export export export export

1-year window
OECD Levell -0.001 -0.012%* -0.007 -0.012%* -0.027 -0.038** -0.014
(0.006) (0.006) (0.006) (0.006) (0.022) (0.018) (0.015)
OECD Level2 0.018%*** 0.0004 -0.011 0.001 0.097* 0.009 -0.023
(0.004) (0.004) (0.011) (0.004) (0.053) (0.029) (0.024)

2-year window
OECD Levell 2 year 0.007 -0.009* -0.002 -0.009* -0.043** -0.045%* -0.016
(0.006) (0.005) (0.007) (0.005) (0.022) (0.020) (0.020)
OECD Level2 2 year 0.015 -0.008 -0.012 -0.008 0.114%* 0.009 -0.022
(0.009) (0.009) (0.012) (0.009) (0.048) (0.032) (0.027)

4-year window
OECD Levell_4 year 0.039%%** -0.001 0.001 -0.001 -0.020 -0.039 -0.016
(0.012) (0.008) (0.010) (0.008) (0.043) (0.033) (0.034)
OECD Level2 4 year 0.017 0.001 -0.001 0.001 0.116* 0.026 -0.021
(0.014) (0.010) (0.010) (0.010) (0.064) (0.040) (0.028)

Permanent window
OECD Levell permanent 0.070%%** 0.007 0.007 0.007 -0.121 -0.128 -0.049
(0.014) (0.021) (0.018) (0.022) (0.103) (0.091) (0.090)
OECD Level2_permanent 0.044 0.009 -0.008 0.010 0.185%* 0.061 -0.024
(0.028) (0.025) (0.012) (0.027) (0.100) (0.047) (0.033)
Observations 10,228 10,228 10,217 10,228 10,228 10,228 10,217
R-squared 0.84 0.92 0.99 0.63 0.85 0.95 0.96

Notes: Standard errors are in parentheses, superscripts with ***_** ‘and * respectively denoting significance at

the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.

276



Table 6.30 Number of OECD inward visits and China’s imports from OECD

Log-linearized PPML (missing)
. . . (2) Country . 5) (6) Country (7) Lag
Specification (1) Gravity FE (3) LagDV (4) Pair FE Gravity FE DV
Dependent Variable log-import log-import log-import log-import import import import

1-year window

OECD Levell 0.002 0.002 0.004 0.001 0.031 0.042%** 0.029%*
(0.005) (0.005) (0.004) (0.005) (0.020) (0.011) (0.012)

OECD Level2 0.005 -0.007 0.002 -0.008 0.006 -0.002 0.003
(0.005) (0.005) (0.003) (0.005) (0.023) (0.024) (0.023)

2-year window

OECD Levell 2 year 0.003 0.006 0.004 0.004 0.024 0.052%** 0.034*
(0.008) (0.006) (0.004) (0.006) (0.026) (0.019) (0.020)
OECD Level2 2 year 0.008 0.001 0.005 -0.0004 0.005 0.020 0.025
(0.008) (0.007) (0.004) (0.007) (0.021) (0.024) (0.024)

4-year window

OECD Levell 4 year 0.004 0.003 0.001 0.0003 0.027 0.130%** 0.109%***
(0.010) (0.010) (0.007) (0.010) (0.041) (0.043) (0.038)

OECD Level2 4 year 0.013 0.013 0.002 0.011 -0.011 0.029 0.039*
(0.019) (0.013) (0.006) (0.013) (0.024) (0.026) (0.024)

Permanent window

OECD Levell permanent 0.016 0.006 0.010 -0.001 0.036 0.433%** 0.338**
(0.019) (0.016) (0.010) (0.017) (0.069) (0.147) (0.133)
OECD Level2 permanent 0.025 0.040 -0.003 0.037 -0.027 -0.011 0.008
(0.040) (0.035) (0.007) (0.037) (0.048) (0.042) (0.045)
Observations 10,227 10,227 10,213 10,227 10,227 10,227 10,213
R-squared 0.85 0.94 0.99 0.67 0.83 0.95 0.96

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.31 Exogeneity Test for number of visits and China’s exports to OECD

Loglinear PPML
Specification (1)Gravity ~ (2)Country FE  (3)LagDV  (4)PairFE  (5) Gravity (O QY (7) Lag DV
China Outward Visits
China First level 0.039%* 0.002 0.0002 0.005 0.032 0.008 0.029
(0.019) (0.018) (0.009) (0.018) (0.036) (0.021) (0.030)
forward Lead 0.025 -0.009 0,011 -0.005 0.152% 0.059 0.010
(2-year lead) (0.019) (0.020) (0.018) (0.017) (0.081) (0.049) (0.036)
China Second level 0.048%* 0.004 -0.004 0.005 -0.039 -0.076* 20.094%*
(0.019) (0.014) (0.009) (0.015) (0.055) (0.042) (0.041)
forward Lead -0.010 -0.033* 0.002 20,033 -0.018 20023 -0.040
(2-year lead) (0.013) (0.018) 0.011) (0.019) (0.049) (0.045) (0.032)
OECD Inward Visits
OECD First level 0.044%%% 0.005 -0.009 0.004 0.001 0.018 0.039
(0.015) (0.020) (0.008) (0.021) (0.066) (0.057) (0.055)
forward Lead 0.055%%* 0.005 0.033%%* 0.005 -0.134 L0.201%* -0.144
(2-year lead) (0.019) (0.017) (0.012) (0.017) (0.124) (0.097) (0.096)
OECD Second level 0.011 20,002 -0.004 20,001 0.006 -0.003 -0.014
(0.030) (0.025) (0.008) (0.026) (0.061) (0.048) (0.043)
forward Lead 0.068%** 0.024 -0.001 0.027 0.198* 0.063 0.007
(2-year lead) (0.018) (0.016) (0.010) (0.017) (0.113) (0.075) (0.060)
Observations 8,368 8,368 8,357 8,368 8,368 8,368 8,357
R-squared 0.84 0.92 0.99 0.64 0.85 0.95 0.96

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.32 Exogeneity Test for number of visits and China’s imports from OECD

Loglinear PPML

Specification (1) Gravity ) (;0];1 ntry (3) LagDV (4) Pair FE (5) Gravity (6) Country FE ~ (7) Lag DV

China Outward Visits

China_First level 0.028 0.026%* 0.002 0.025%* 0.098%#* 0.032 0.044
(0.027) (0.012) (0.007) 0.013) (0.037) (0.029) (0.031)

forward Lead 0.011 0.022 0.006 0.024 -0.071 0.094 0.102
(2-year lead) (0.024) (0.017) (0.009) 0.017) (0.048) (0.061) (0.096)
China_Second level 0.003 -0.005 0.015%* -0.008 0.047 -0.025 -0.033
0.011) (0.014) (0.008) (0.015) (0.033) (0.027) (0.026)

forward Lead -0.008 -0.025 0.014 -0.032 -0.060 0.026 0.037
(2-year lead) (0.015) (0.016) (0.012) (0.029) (0.054) (0.027) (0.026)

OECD Inward Visits

OECD _First level 0.024 0.010 -0.010 0.003 0.120 0.042 0.065
(0.020) (0.014) (0.011) (0.014) (0.074) (0.046) (0.045)
forward Lead -0.008 0.003 0.047%% -0.007 -0.063 0.54 %% 0.410%#*
(2-year lead) (0.034) (0.025) (0.016) (0.025) (0.108) (0.143) (0.153)
OECD_Second level 0.029 0.037 -0.001 0.035 0.181 0.014 0.013
(0.029) (0.024) (0.010) (0.024) (0.178) (0.051) (0.047)
forward Lead -0.019 -0.019 -0.005 -0.027 0212 -0.032 -0.002
(2-year lead) (0.025) (0.020) (0.018) (0.022) (0.193) (0.063) (0.060)
Observations 8,367 8,367 8,353 8,367 8,367 8,367 8,353
R-squared 0.85 0.94 0.99 0.68 0.83 0.95 0.96

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.

279



Table 6.33 Combined specification of China outward visits on China’s exports to OECD

SPECIFICATIONS Lag DV* Pair FE COMBINED AUXILIARY
DEPENDENT VARIABLES EXPORT EXPORT TRNS EXPORT ~ TRNS EXPORT 1
EXPORT LAG 1 0.689%%*
(0.024)
CHINA LEVEL 1 (PERMANENT) -0.0267 0.0078
(0.024) (0.0195)
CHINA LEVEL 2 (PERMANENT) 0.0113 -0.0025
(0.015) (0.0158)
TRNS EXPORT LAG 1 0.459%%*
(0.037)
RS CHINA LEVEL 0003 o0ni
(0.0108) (0.025)
RS CHINA LEVEL2 0003 00022
(0.009) (0.017)
OBSERVATIONS 10,225 10,228 10,225 10,225
R-SQUARED 0.99 0.63 0.72 0.67

Notes: Standard errors are in parentheses, superscripts with ***_** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.34 Combined specification of China outward visits on China’s imports from OECD

SPECIFICATIONS Lag DV* Pair FE COMBINED AUXILIARY
DEPENDENT VARIABLES IMPORT IMPORT TRNS IMPORT  TRNS IMPORT LAG 1
IMPORT LAG 1 0.920%+*
(0.007)
CHINA LEVEL 1 (PERMANENT) 0.0068 0.037%*
(0.0043) (0.016)
CHINA LEVEL 2 (PERMANENT) 0.0042 -0.0143
(0.0076) (0.019)
TRNS IMPORT LAG 1 0.572%%*
(0.020)
TRNS CHINA LEVEL | 0.02087++ 0.0250"
(0.008) (0.016)
TRNS CHINA LEVEL 2 000549 00344
(0.0078) (0.025)
OBSERVATIONS 10,223 10,227 10,223 10,224
R-SQUARED 0.99 0.67 0.78 0.72

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.35 Combined specification of OECD inward visits on China’s exports to OECD

SPECIFICATIONS Lag DV* Pair FE COMBINED AUXILIARY
DEPENDENT VARIABLES EXPORT EXPORT TRNS EXPORT ~ TRNS EXPORT LAGI
EXPORT LAG 1 0.689%**
(0.024)
OECD LEVEL 1 (PERMANENT) 0.0067 0.0071
(0.018) (0.0216)
OECD LEVEL 2 (PERMANENT) -0.0086 0.0104
(0.0116) (0.0266)
TRNS EXPORT LAG 1 0.459%
(0.0370)
TRIZIPSE?{];[CENLE%‘;'?L ! 0.0052 0.0040
(0.0126) (0.0224)
TRIZIPSE?{];[CENLE%‘%L 2 0.0061 0.0089
(0.0159) (0.0254)
OBSERVATIONS 10,225 10,228 10,225 10,225
R-SQUARED 0.99 0.63 0.72 0.67

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.36 Combined specification of OECD inward visits on China’s imports from OECD

SPECIFICATIONS Lag DV* Pair FE COMBINED AUXILIARY
DEPENDENT VARIABLES IMPORT IMPORT TRNS IMPORT  TRNS IMPORT LAG 1
IMPORT LAG 1 0.920%**
(0.0074)
OECD LEVEL 1 (PERMANENT) 0.0112 -0.0011
(0.009) (0.0165)
OECD LEVEL 2 (PERMANENT) -0.0022 0.0370
(0.0066) (0.0365)
TRNS IMPORT LAG 1 0.572%**
(0.0199)
TRIZIPSE?{];/ICENLE%‘%L ! -0.0096 0.0150
(0.009) (0.022)
TRIZIPSE?{];/ICENLE%‘%L 2 0.0125 0.0424
(0.016) (0.039)
OBSERVATIONS 10,223 10,227 10,223 10,224
R-SQUARED 0.99 0.67 0.78 0.72

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.37 Year of 2004 OECD inward Visits and China’s exports

Log-linearized PPML (missing)
Specification (1) Gravity @ CF(Emtry (3) LagDV (4) Gravity ) (;(Emtry (6) Lag DV
Dependent Variable log-export log-export log-export export export export
2004
OECD Levell 1.194%%% 0.768%** 0.189%* 0.183 0.518%** 0.640%**
(0.313) (0.226) (0.104) (0.316) (0.176) (0.172)
OECD Level2 0.966%** 0.028 0.034 0.530 -0.045 -0.181
(0.259) (0.201) (0.066) (0.328) (0.197) (0.203)
Observations 930 930 927 930 930 927
R-squared 0.84 0.92 0.99 0.86 0.97 0.98
OECD Levell 2 year 1.257%%% 0.809%** 0.226* 0.254 0.547%** 0.544%%%*
(0.324) (0.249) (0.118) (0.328) (0.195) (0.176)
OECD Level2_2 year 0.947%** -0.018 -0.033 0.544 -0.033 -0.097
(0.249) (0.200) (0.066) (0.337) (0.210) (0.206)
Observations 1,860 1,860 1,855 1,860 1,860 1,855
R-squared 0.84 0.92 0.99 0.87 0.97 0.97
OECD Levell 4 year 1.225%%% 0.810%** 0.091 0.279 0.516%** 0.561%**
(0.306) (0.246) (0.058) (0.324) (0.194) (0.168)
OECD Level2 4 year 0.9227%** -0.044 -0.030 0.498 -0.059 -0.192
(0.239) (0.198) (0.040) (0.333) (0.202) (0.194)
Observations 3,720 3,720 3,715 3,720 3,720 3,715
R-squared 0.84 0.92 0.99 0.85 0.96 0.97
OECD Levell permanent 0.7027%** 0.770%%** 0.253%** 0.290 0.541%** 0.584%%%*
(0.241) (0.231) (0.085) (0.309) (0.192) (0.155)
OECD Level2_permanent 0.454%%* -0.041 -0.010 0.431 -0.019 -0.190
(0.201) (0.195) (0.069) (0.312) (0.199) (0.178)
Observations 8,370 8,370 8,365 8,370 8,370 8,365
R-squared 0.83 0.92 0.99 0.84 0.95 0.96

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.38 Year of 2004 OECD inward Visits and China’s imports

Log-linearized

PPML (missing)

(2) Country

(5) Country

Specification (1) Gravity FE (3) LagDV (4) Gravity FE (6) Lag DV
Dependent Variable log-import log-import log-import import import import
2004
OECD Levell -0.043 0.221 -0.005 -0.111 0.343%* 0.265
(0.217) (0.206) (0.057) (0.270) (0.173) (0.188)
OECD Level2 0.025 0.263 0.022 0.358* 0.321* 0.402*
(0.236) (0.219) (0.053) (0.213) (0.194) (0.213)
Observations 930 930 926 930 930 926
R-squared 0.85 0.93 0.99 0.84 0.97 0.97
OECD Levell 2 year -0.066 0.184 -0.031 -0.130 0.320%* 0.235
(0.220) (0.209) (0.038) (0.263) (0.154) (0.167)
OECD Level2_2 year 0.022 0.265 0.020 0.391* 0.364** 0.366*
(0.243) (0.224) (0.045) (0.217) (0.164) (0.202)
Observations 1,860 1,860 1,853 1,860 1,860 1,853
R-squared 0.84 0.93 0.99 0.84 0.96 0.97
OECD Levell 4 year -0.083 0.189 -0.012 -0.126 0.320%* 0.256
(0.208) (0.203) (0.023) (0.258) (0.155) (0.166)
OECD Level2 4 year 0.024 0.268 0.014 0.380%* 0.382%* 0.366*
(0.233) (0.211) (0.026) (0.210) (0.173) (0.202)
Observations 3,720 3,720 3,713 3,720 3,720 3,713
R-squared 0.84 0.93 0.99 0.83 0.96 0.97
OECD Levell permanent 0.087 0.112 -0.033 -0.122 0.298 0.275
(0.208) (0.200) (0.022) (0.291) (0.182) (0.184)
OECD Level2_permanent 0.305 0.250 0.016 0.256 0.361%* 0.295
(0.246) (0.218) (0.026) (0.201) (0.198) (0.207)
Observations 8,370 8,370 8,363 8,370 8,370 8,363
R-squared 0.84 0.94 0.99 0.83 0.95 0.96

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.39 Number of 2004 OECD inward Visits and China’s exports

PPML (missing)

Log-linearized

Specification (1) Gravity @ CF(Emtry (3) LagDV (4) Gravity ) (;(Emtry (6) Lag DV
Dependent Variable log-export log-export log-export export export export
2004
OECD Levell 0.264%** 0.167%** 0.041%* 0.062 0.130%** 0.137%*%*
(0.067) (0.0489) (0.022) (0.062) (0.038) (0.036)
OECD Level2 0.199%** 0.005 0.007 0.112%* 0.027 -0.024
(0.049) (0.037) (0.012) (0.055) (0.036) (0.037)
Observations 930 930 927 930 930 927
R-squared 0.84 0.92 0.99 0.86 0.97 0.98
2004-2005
OECD Levell 2 year 0.278%*** 0.176%** 0.049* 0.078 0.139%** 0.130%**
(0.069) (0.054) (0.025) (0.064) (0.041) (0.038)
OECD Level2_2 year 0.195%** -0.001 -0.005 0.117** 0.036 0.016
(0.047) (0.039) (0.013) (0.057) (0.037) (0.039)
Observations 1,860 1,860 1,855 1,860 1,860 1,855
R-squared 0.84 0.92 0.99 0.86 0.97 0.97
2004-2007
OECD Levell 4 year 0.270%** 0.176%** 0.019 0.082 0.129%** 0.125%*%*
(0.065) (0.053) (0.013) (0.062) (0.039) (0.036)
OECD Level2 4 year 0.189%** -0.007 -0.006 0.112* 0.029 -0.013
(0.046) (0.039) (0.008) (0.058) (0.039) (0.036)
Observations 3,720 3,720 3,715 3,720 3,720 3,715
R-squared 0.84 0.92 0.99 0.86 0.96 0.97
2004-2012
OECD Levell permanent 0.154%** 0.167%** 0.055%** 0.080 0.134%*%* 0.127%*%*
(0.052) (0.050) (0.018) (0.059) (0.039) (0.033)
OECD Level2_permanent 0.093%* -0.004 -0.002 0.096* 0.034 -0.018
(0.040) (0.040) (0.014) (0.055) (0.039) (0.031)
Observations 8,370 8,370 8,365 8,370 8,370 8,365
R-squared 0.83 0.92 0.99 0.84 0.95 0.96

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.40 Number of 2004 OECD inward Visits and China’s imports

Log-linearized PPML (missing)
Specification (1) Gravity @ CF(Emtry (3) LagDV (4) Gravity ) (;(Emtry (6) Lag DV
Dependent Variable log-import log-import log-import import import import
2004
OECD Levell -0.001 0.050 -0.001 -0.015 0.072 0.065
(0.047) (0.045) (0.012) (0.063) (0.046) (0.047)
OECD Level2 0.010 0.053 0.005 0.049 0.029 0.059
(0.045) (0.043) (0.011) (0.035) (0.032) (0.037)
Observations 930 930 926 930 930 926
R-squared 0.85 0.93 0.99 0.84 0.97 0.97
2004-2005
OECD Levell 2 year -0.015 0.042 -0.006 -0.019 0.070 0.059
(0.048) (0.046) (0.008) (0.061) (0.041) (0.044)
OECD Level2_2 year 0.010 0.057 0.006 0.054 0.039 0.058
(0.047) (0.044) (0.009) (0.036) (0.029) (0.038)
Observations 1,860 1,860 1,853 1,860 1,860 1,853
R-squared 0.84 0.93 0.99 0.84 0.96 0.97
2004-2007
OECD Levell 4 year -0.019 0.044 -0.002 -0.018 0.074* 0.065
(0.045) (0.044) (0.005) (0.060) (0.040) (0.041)
OECD Level2 4 year 0.011 0.058 0.004 0.054 0.048%* 0.061*
(0.045) (0.042) (0.005) (0.035) (0.028) (0.034)
Observations 3,720 3,720 3,713 3,720 3,720 3,713
R-squared 0.84 0.93 0.99 0.83 0.96 0.97
2004-2012
OECD Levell permanent 0.01* 0.027 -0.007 -0.021 0.070 0.067
(0.045) (0.044) (0.005) (0.066) (0.045) (0.045)
OECD Level2_permanent 0.070 0.057 0.004 0.034 0.048 0.046
(0.047) (0.044) (0.005) (0.033) (0.033) (0.035)
Observations 8,370 8,370 8,363 8,370 8,370 8,363
R-squared 0.84 0.94 0.99 0.82 0.95 0.96

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 6.41 Robustness checks of diplomatic visits and China’s exports to the OECD using PPML Lag DV specification

visits Chinese visits to the OECD OECD visits to China
Baseline (1) Mirr(ozr)data ProNdS.ct(')sf(i%) rflflzser:io$i1§its ((j}lfr?;ir Baseline (6) 2032;:5?70)&11 Mirr(ogr)data ProNdﬁ.ct(')sf@) rizseriio$i1§its ggfr?;ir
(C) ©)) (10) an
DV Exports Expor;:ﬁmirr pIr\I)(:i.u(is Exports Exports Exports Exports Expor(::ﬁmirr pIr\(I)(zi.u(is Exports Exports
1-year window
First level -0.034 -0.079 -0.069%** -0.083 -0.038 -0.070 0.640%** -0.028 -0.021 -0.080 -0.044
(0.089) (0.081) (0.018) (0.104) (0.089) (0.066) (0.172) (0.071) (0.021) (0.069) (0.070)
Second level -0.112 -0.175* -0.086%** 0.140 -0.143 -0.131 -0.181 -0.242%* -0.143%** 0.003 -0.166
(0.127) (0.096) (0.032) (0.116) (0.121) (0.118) (0.203) (0.114) (0.042) (0.082) (0.118)
2-year window
First level -0.154 -0.197* -0.088%** -0.228 -0.160 -0.078 0.544%** -0.059 -0.043%* -0.083 -0.033
(0.124) (0.108) (0.026) (0.146) (0.119) (0.094) (0.176) (0.093) (0.021) (0.097) (0.094)
Second level -0.244 -0.307%* -0.075%* 0.239%* -0.262 -0.118 -0.097 -0.256%* -0.118%** -0.033 -0.159
(0.181) (0.137) (0.036) (0.110) (0.171) (0.126) (0.206) (0.122) (0.037) (0.080) (0.127)
4-year window
First level -0.232 -0.271* -0.104%** -0.322 -0.233 -0.024 0.561%** -0.107 -0.077%** 0.024 0.050
(0.175) (0.153) (0.032) (0.200) (0.163) (0.149) (0.168) (0.144) (0.030) (0.143) (0.120)
Second level -0.420 -0.517%** -0.070* 0.243%* -0.409 -0.060 -0.192 -0.227%* -0.068** -0.155%* -0.117
(0.273) (0.180) (0.036) (0.114) (0.255) (0.110) (0.194) (0.100) (0.034) (0.074) (0.129)
Permanent window
First level 0.144 0.215 -0.121%** 0.100 0.078 0.133 0.584%** 0.432%* -0.069 0.214 0.249**
(0.169) (0.161) (0.046) (0.171) (0.143) (0.277) (0.155) (0.219) (0.042) (0.299) (0.106)
Second level -0.547 -0.629%** -0.082%* -0.031 -0.512 0.196 -0.190 -0.115 -0.067* -0.155 0.023
(0.359) (0.229) (0.039) (0.171) (0.340) (0.142) (0.178) (0.163) (0.040) (0.147) (0.079)
Observations 10,217 8,370 10,213 10,217 10,197 10,217 8,365 8,370 10,213 10,217 10,197
R-squared 0.96 0.95 0.93 0.96 0.96 0.96 0.96 0.95 0.926 0.96 0.96

Note: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity. The combined specification is only available for the permanent window. Observations and R-squared of 2004 OECD visits to China are presented from
permanent window.
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Table 6.42 Robustness checks of diplomatic visits and China’s imports from the OECD using PPML Lag DV specification

visits Chinese visits to the OECD OECD visits to China
Baseline (1) Mirr(ozr)data ProNdS.ct(')sf(i%) rflflzser:io$i1§its ((j}lfr?;ir Baseline (6) ZO‘giitf;)r(t;i)gn Mirr(ogr)data ProNdﬁ.ct(')sf@) rizseriio$i1§its ggfr?;ir
(C) ©)) (10) an
DV Imports Impor;:ﬁmirr pIr\I)(:i.u(is Imports Imports Imports Imports Impor(::ﬁmirr pIr\(I)(zi.u(is Imports Imports
1-year window
First level 0.087 0.120 -0.021 0.059 0.069 0.123** 0.265 0.110%* 0.014 0.121** 0.096
(0.112) (0.136) (0.016) (0.113) (0.101) (0.053) (0.188) (0.057) (0.017) (0.055) (0.061)
Second level 0.057 0.085 -0.056%* 0.169 0.041 0.031 0.402%* 0.079 -0.069* 0.038 0.041
(0.084) (0.095) (0.028) (0.130) (0.080) (0.117) (0.213) (0.134) (0.037) (0.063) (0.115)
2-year window
First level 0.064 0.059 -0.034 0.022 0.034 0.131 0.235 0.130 0.013 0.130 0.101
(0.119) (0.134) (0.021) (0.123) (0.112) (0.089) (0.167) (0.101) (0.021) (0.090) (0.094)
Second level -0.008 0.004 -0.060 0.214* -0.010 0.196 0.366* 0.289%* -0.038 0.085 0.197
(0.109) (0.126) (0.039) (0.121) (0.101) (0.120) (0.202) (0.167) (0.037) (0.061) (0.140)
4-year window
First level 0.157 0.109 -0.043 0.116 0.109 0.481%%* 0.256 0.517%%* 0.052 0.494%%* 0.350%%*
(0.165) (0.191) (0.028) (0.162) (0.142) (0.128) (0.166) (0.157) (0.037) (0.140) (0.116)
Second level 0.009 0.015 -0.040 0.254%* 0.003 0.379** 0.366* 0.403** 0.001 0.049 0.220%*
(0.127) (0.169) (0.047) (0.120) (0.114) (0.150) (0.202) (0.188) (0.036) (0.071) (0.112)
Permanent window
First level 0.349 0.434 -0.036 0.333 0.166 0.638** 0.275 0.980** 0.090 0.679%* 0.365%%*
(0.217) (0.279) (0.045) (0.222) (0.258) (0.291) (0.184) (0.434) (0.070) (0.288) (0.123)
Second level 0.125 0.228 -0.025 0.063 0.094 0.566 0.295 0.863* 0.031 0.064 0.240
(0.126) (0.236) (0.059) (0.137) (0.106) (0.361) (0.207) (0.492) (0.058) (0.142) (0.149)
Observations 10,213 8,130 10,213 10,213 10,213 10,213 8,363 8,130 10,213 10,213 10,213
R-squared 0.96 0.96 0.94 0.96 0.96 0.96 0.96 0.96 0.94 0.96 0.96

Note: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity. The combined specification is only available for the permanent window. Observations and R-squared of 2004 OECD visits to China are presented from
permanent window.
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Table 6.43 Robustness checks of the number of diplomatic visits and China’s exports to OECD using PPML Lag DV specification

visits Chinese visits to the OECD OECD visits to China
Baseline (1) Mirr(ozr)data ProNdS.ct(')sf(i%) rizgzio$i1§its ((j}lfr?;’e’r Baseline (6) 2032;:5?70)&11 Mirr(ogr)data ProNdﬁ.ct(')sf@) rizseriio$i1§its gf:ier?;ir
(C) ©)) (10) an
DV Exports Expor;:ﬁmirr pIr\I)(:i.u(is Exports Exports Exports Exports Expor(::ﬁmirr pIr\(I)(zi.u(is Exports Exports
1-year window
First level -0.010 -0.019 -0.015%** -0.021 -0.010 -0.014 0.137%%* -0.005 -0.005 -0.016 -0.007
(0.018) (0.017) (0.004) (0.022) (0.018) (0.015) (0.036) (0.015) (0.004) (0.016) (0.016)
Second level -0.016 -0.032* -0.018%** 0.032 -0.025 -0.023 -0.024 -0.045%* -0.030%** -0.0001 -0.032
(0.023) (0.018) (0.006) (0.024) (0.022) (0.024) (0.037) (0.022) (0.008) (0.016) (0.023)
2-year window
First level -0.031 -0.042* -0.019%** -0.050 -0.032 -0.016 0.130%** -0.010 -0.008* -0.017 -0.006
(0.025) (0.023) (0.005) (0.031) (0.024) (0.020) (0.038) (0.020) (0.005) (0.021) (0.021)
Second level -0.037 -0.056%* -0.017%* 0.048%* -0.045 -0.022 0.016 -0.050%* -0.028%** -0.005 -0.035
(0.031) (0.023) (0.007) (0.023) (0.029) (0.027) (0.039) (0.024) (0.008) (0.016) (0.027)
4-year window
First level -0.038 -0.048* -0.023%** -0.065 -0.039 -0.016 0.125%*%* -0.018 -0.015%* -0.015 0.005
(0.032) (0.029) (0.006) (0.040) (0.031) (0.034) (0.036) (0.034) (0.006) (0.035) (0.030)
Second level -0.070 -0.094%** -0.019%* 0.045%* -0.077* -0.021 -0.013 -0.059%* -0.027%** -0.024 -0.041
(0.043) (0.027) (0.008) (0.022) (0.039) (0.028) (0.036) (0.024) (0.009) (0.015) (0.030)
Permanent window
First level 0.018 0.029 -0.031%** -0.016 0.007 -0.049 0.127%%* -0.040 -0.024%* -0.048 0.039
(0.037) (0.037) (0.010) (0.048) (0.031) (0.090) (0.033) (0.097) (0.011) (0.096) (0.039)
Second level -0.110%* -0.138%** -0.021%* -0.002 -0.111%* -0.024 -0.018 -0.093%** -0.038%** -0.030 -0.038
(0.052) (0.031) (0.009) (0.031) (0.047) (0.033) (0.031) (0.036) (0.013) (0.019) (0.028)
Observations 10,217 8,370 10,213 10,217 10,197 10,217 8,365 8,370 10,213 10,217 10,197
R-squared 0.96 0.95 0.93 0.96 0.96 0.96 0.96 0.95 0.926 0.96 0.96

Note: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity. The combined specification is only available for the permanent window. Observations and R-squared of 2004 OECD visits to China are presented from

permanent window.
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Table 6.44 Robustness checks of the number of diplomatic visits and China’s imports from the OECD using PPML Lag DV specification

visits Chinese visits to the OECD OECD visits to China
Baseline (1) Mirr(ozr)data ProNdS.ctOsf(Z%) rflflzser:io$i1§its ((j}lfr?;ir Baseline (6) ZO‘giitf;)r(t;i)gn Mirr&r)data ProNdﬁ.ct(')sf@) rizseriios;ilsits ggfr?;ir
(C) ©)) (10) an
DV Imports Impor;:ﬁmirr pIr\I)(:i.u(is Imports Imports Imports Imports Impor(::ﬁmirr pIr\(I)(zi.u(is Imports Imports
1-year window
First level 0.016 0.022 -0.004 0.012 0.012 0.029** 0.065 0.027** 0.003 0.029** 0.023*
(0.023) (0.028) (0.003) (0.024) (0.021) (0.012) (0.047) (0.013) (0.004) (0.013) (0.014)
Second level 0.019 0.025 -0.011%* 0.033 0.016 0.003 0.059 0.010 -0.015%* 0.004 0.005
(0.015) (0.017) (0.005) (0.027) (0.015) (0.023) (0.037) (0.026) (0.007) (0.015) (0.023)
2-year window
First level 0.014 0.013 -0.007 0.006 0.008 0.034* 0.059 0.037 0.003 0.035%* 0.027
(0.025) (0.028) (0.004) (0.026) (0.024) (0.020) (0.044) (0.023) (0.004) (0.021) (0.022)
Second level 0.011 0.016 -0.012* 0.038 0.011 0.025 0.058 0.038 -0.011 0.009 0.029
(0.021) (0.023) (0.007) (0.025) (0.020) (0.024) (0.038) (0.030) (0.007) (0.015) (0.026)
4-year window
First level 0.038 0.032 -0.008 0.028 0.028 0.109%%** 0.065 0.127** 0.010 0.115%%* 0.075%*
(0.034) (0.039) (0.005) (0.034) (0.030) (0.038) (0.041) (0.051) (0.008) (0.041) (0.032)
Second level 0.007 0.012 -0.011 0.043* 0.007 0.039%* 0.061%* 0.046* -0.010 -0.001 0.033
(0.027) (0.033) (0.009) (0.025) (0.025) (0.024) (0.034) (0.027) (0.008) (0.015) (0.025)
Permanent window
First level 0.121%* 0.171%* -0.007 0.114%* 0.071 0.338** 0.067 0.536%** 0.014 0.350%%%* 0.116%%*
(0.063) (0.078) (0.009) (0.063) (0.070) (0.133) (0.045) (0.179) (0.016) (0.125) (0.042)
Second level -0.004 -0.014 -0.010 0.010 -0.002 0.008 0.046 0.012 -0.015 -0.007 0.035
(0.031) (0.039) (0.011) (0.025) (0.029) (0.045) (0.035) (0.053) (0.013) (0.025) (0.033)
Observations 10,213 8,130 10,213 10,213 10,213 10,213 8,363 8,130 10,213 10,213 10,213
R-squared 0.96 0.96 0.94 0.96 0.96 0.96 0.96 0.96 0.94 0.96 0.96

Note: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity. The combined specification is only available for the permanent window. Observations and R-squared of 2004 OECD visits to China are presented from

permanent window.

291



For labeling purpose only

292



Table 7.1 Chinese Visits and China’s exports to OECD by Section

Section 16 11 15 20 6 17 12 7 18 8 13
Section Main . . Mis. Chemical Ve‘hicles, g(;zzgz:i Plastics, Optical, RaWSlI;Iiild:S & Articles of
Contents Machinery Textiles Base Metal Manufactures Products Aireraft, Umbrellas, Rubber photographic Leather, Stone, Plaster
Vessels etc. thereof Furskins & Cement
Column (1) 2 3) (4) (5) ©) ™ (8) (9) (10) (n
1-year window
China Levell -0.229 -0.074 0.005 0.042 0.086 0.018 -0.074 0.027 -0.056 0.007 -0.078
(0.127) (0.081) (0.074) (0.101) (0.097) (0.082) (0.065) (0.073) (0.077) (0.107) (0.078)
China Level2 -0.211 -0.094 0.060 -0.031 -0.097 0.109 0.043 0.183 -0.048 -0.310** -0.179
(0.153) (0.092) (0.155) (0.143) (0.129) (0.155) (0.100) (0.158) (0.099) (0.146) (0.107)
2-year window
China Levell -0.390** -0.113 -0.053 -0.011 -0.017 0.013 -0.066 0.004 -0.148 -0.118 -0.213
(0.171) (0.085) (0.118) (0.143) (0.127) (0.124) (0.104) (0.129) (0.102) (0.131) (0.116)
China Level2 -0.300 -0.236** -0.065 -0.190 -0.209 0.005 -0.032 0.110 -0.017 -0.419** -0.236
(0.209) (0.116) (0.202) (0.187) (0.197) (0.190) (0.130) (0.220) (0.131) (0.171) (0.144)
4-year window
China Levell -0.414 -0.129 -0.127 -0.047 -0.106 -0.084 -0.120 -0.032 -0.146 -0.237 -0.255
(0.215) (0.123) (0.201) (0.198) (0.194) (0.192) (0.147) (0.202) (0.165) (0.167) (0.181)
China Level2 -0.550 -0.326** -0.178 -0.335 -0.342 -0.076 -0.112 -0.028 -0.115 -0.402 -0.242
(0.287) (0.147) (0.352) (0.261) (0.312) (0.260) (0.189) (0.336) (0.185) (0.206) (0.243)
Permanent window
China Levell 0.217 -0.164 -0.016 0.234 0.178 0.002 -0.317 0.212 0.543%%* -0.135 0.064
(0.272) (0.125) (0.419) (0.250) (0.204) (0.214) (0.196) (0.239) (0.174) (0.230) (0.271)
China Level2 -0.681 -0.404** -0.373 -0.441 -0.445 -0.125 -0.221 -0.209 -0.194 -0.417 -0.353
(0.390) (0.171) (0.407) (0.297) (0.405) (0.358) (0.217) (0.404) (0.212) (0.240) (0.313)
Observations 10,180 10,010 10,049 9,884 10,026 9,818 9,152 10,075 10,039 9,531 9,749
R-squared 0.938 0.954 0.951 0.974 0.927 0.960 0.983 0.965 0.916 0.918 0.942
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Table 7.1 Chinese Visits and China’s exports to OECD by Section (Continued)

Section 5 4 9 1 2 10 14 21 3 19
oton i Conens Ml Gl ot LoSh vegete Wodrap, PLES oe Vigele  Ammniion,
Products Tobacco Straw cfc. Products Products Paper, etc. Metals, etc. etc. Fats, Oil and Parts an‘d
Waxes Accessories
Column (12) (13) (14) (15) (16) 17) (18) (19) (20) (21)
1-year window
China Levell 0.083 0.099 0.229%** 0.460** 0.111 0.161 0.324 0.277 0.187 0.693***
(0.170) (0.095) (0.104) (0.210) (0.165) (0.118) (0.258) (0.153) (0.342) (0.197)
China Level2 -0.196 0.115 0.087 -0.200 -0.241 0.529 0.121 0.264 -0.418 1.290%%**
(0.284) (0.172) (0.276) (0.364) (0.251) (0.274) (0.525) (0.229) (0.403) (0.417)
2-year window
China Levell -0.048 0.069 0.251 0.233 -0.061 0.299 0.372 0.147 -0.245 1.153%%*
(0.238) (0.156) (0.209) (0.268) (0.221) (0.243) (0.458) (0.248) (0.497) (0.266)
China Level2 -0.467 -0.100 -0.359 -0.611 -0.571%* 0.329 -0.011 1.805%** -0.802 0.938%*
(0.386) (0.242) (0.297) (0.388) (0.269) (0.310) (0.457) (0.607) (0.616) (0.399)
4-year window
China Levell -0.389 0.062 0.109 0.069 -0.126 0.195 -0.164 0.625%* -0.723 1.351%*
(0.304) (0.210) (0.283) (0.364) (0.289) (0.321) (0.595) (0.278) (0.482) (0.539)
China Level2 -0.697 -0.185 -0.535 -0.711%* -0.725%* 0.206 0.270 1.498** -1.466 0.759
(0.457) (0.342) (0.308) (0.355) (0.294) (0.381) (0.451) (0.647) (0.761) (0.428)
Permanent window
China Levell -0.359 0.258 -0.078 0.092 0.264 0.200 -0.504 2.436%** -0.537 2.035%**
(0.481) (0.381) (0.346) (0.406) (0.266) (0.360) (0.705) (0.537) (0.564) (0.544)
China Level2 -0.801 -0.325 -0.676** -0.692 -0.815%* 0.179 0.128 1.095 -2.020%* 0.778
(0.554) (0.420) (0.312) (0.380) (0.357) (0.453) (0.453) (0.664) (0.890) (0.615)
Observations 8,935 9,787 9,219 8,857 8,935 9,979 8,637 8,910 7,214 6,196
R-squared 0.930 0.934 0.946 0.907 0.926 0.954 0.829 0.854 0.871 0.897

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to

heteroscedasticity.
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Table 7.2 Chinese Visits and China’s imports from OECD by Section

Section 16 6 15 5 18 17 7 11 10 2 21
Section Main Contents Machinery (Ij’lrls(rinuiccgl Base Metal Il,\;[ ::iir;ls ph(())tgtgj:;;’hic Xfi?cl::;ts: }I){lif)ttl)?; Textiles \;];);::ir,l);lc?’ }ci%z;agl: Art Xsrks,
Vessels thereof
Column (1) ® (3) 4) 5) ©) % ®) ©) (10) (1)
1-year window
China Levell 0.130 0.120 0.087 -0.134 0.215%* 0.542%%* 0.126** 0.003 0.017 0.354%* -1.600%**
(0.114) (0.063) (0.085) (0.164) (0.107) (0.216) (0.060) (0.132) (0.118) (0.176) (0.577)
China Level2 -0.026 -0.029 0.073 -0.200 -0.155 -0.214 -0.036 0.637%** -0.061 0.544 0.135
(0.113) (0.096) (0.069) (0.245) (0.081) (0.268) (0.085) (0.183) (0.194) (0.413) (0.295)
2-year window
China Levell 0.083 0.146 0.056 -0.047 0.139 0.396%* 0.126 0.132 0.076 0.413 -0.926%**
(0.104) (0.105) (0.089) (0.217) (0.110) (0.197) (0.074) (0.220) (0.148) (0.258) (0.340)
China Level2 -0.041 -0.098 0.112 -0.282 -0.107 -0.453 -0.125 0.585%* -0.240 0.367 0.073
(0.152) (0.119) (0.115) (0.224) (0.112) (0.264) (0.095) (0.286) (0.237) (0.368) (0.339)
4-year window
China Levell 0.148 0.324%* 0.143 0.272 0.162 0.649%* 0.136 0.167 0.241 0.525 -0.355
(0.159) (0.141) (0.115) (0.308) (0.129) (0.291) (0.147) (0.288) (0.160) (0.272) (0.378)
China Level2 0.081 -0.054 0.068 -0.535%* 0.142 -0.579%* -0.096 0.466 -0.438 0.394 0.147
(0.196) (0.182) (0.160) (0.231) (0.155) (0.245) (0.137) (0.342) (0.271) (0.387) (0.534)
Permanent window
China Levell -0.189 0.336 0.398** 1.585%** 0.137 0.788%* 0.071 0.507** 0.523%%* 1.135%** -2.552%**
(0.210) (0.194) (0.163) (0.373) (0.221) (0.393) (0.265) (0.248) (0.180) (0.422) (0.617)
China Level2 0.243 0.078 0.191 -0.079 0.325%* -0.625%* -0.078 1.008%** -0.635%** 0.257 0.282
(0.166) (0.266) (0.200) (0.643) (0.128) (0.274) (0.163) (0.245) (0.239) (0.408) (0.705)
Observations 10,209 10,132 10,150 9,208 10,151 9,986 10,162 10,116 10,053 9,385 8,636
R-squared 0.953 0.934 0.951 0.951 0.942 0.959 0.966 0.957 0.946 0.930 0.804
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Table 7.2 Chinese Visits and China’s imports from OECD by Section (Continued)

Section 1 8 14 13 4 9 20 3 12 19
Live Animals, Raw Hides & Pea‘rl, Articles of Foodstuffs, Articles of . Animal or Footwear, Arm &
Section Main Contents Animal Skins, Precious Stone, Plaster Beverages, Wood, Cork, Mis. Vegetflble Headgear, Ammunition,
Products Leath?r, Stones & & Cement Tobaceo Straw cfc. Manufactures Fats, Oil and Umbrellas, Parts an-d
Furskins Metals, etc. Waxes etc. Accessories
Column (12) (13) (14) (15) (16) a7 (18) (19) (20) 210
1-year window
China Levell 0.089 0.181 0.256 -0.134 0.166 -0.076 0.089 0.181 0.256 -0.134
(0.168) (0.161) (0.169) (0.190) (0.253) (0.755) (0.168) (0.161) (0.169) (0.190)
China Level2 0.569%** 0.287 0.169 -0.811%* 1.007*** -1.085 0.569%** 0.287 0.169 -0.811%*
(0.203) (0.235) (0.179) (0.367) (0.284) (0.709) (0.203) (0.235) (0.179) (0.367)
2-year window
China Levell 0.301 0.412%* 0.392%* -0.220 0.482 -0.612 0.301 0.412%* 0.392%* -0.220
(0.190) (0.181) (0.175) (0.215) (0.247) (0.600) (0.190) (0.181) (0.175) (0.215)
China Level2 0.545%* 0.202 0.106 -0.725%* 1.028*** -1.242%* 0.545%* 0.202 0.106 -0.725%*
(0.233) (0.260) (0.255) (0.282) (0.285) (0.563) (0.233) (0.260) (0.255) (0.282)
4-year window
China Levell 0.286 0.587*** 0.715%** 0.377 1.453%%* -0.414 0.286 0.587*** 0.715%** 0.377
(0.239) (0.225) (0.243) (0.250) (0.369) (0.482) (0.239) (0.225) (0.243) (0.250)
China Level2 0.431 0.447 0.224 -0.952%** 1.136%** -2.076%** 0.431 0.447 0.224 -0.952%**
(0.235) (0.279) (0.272) (0.366) (0.369) (0.488) (0.235) (0.279) (0.272) (0.366)
Permanent window
China Levell 0.814%** 1.063*** 0.568 1.057%*** 2.197*** -0.621 0.814%** 1.063*** 0.568 1.057***
(0.192) (0.322) (0.324) (0.335) (0.489) (0.622) (0.192) (0.322) (0.324) (0.335)
China Level2 0.281 0.348 0.341 -0.745 1.026** -2.022%** 0.281 0.348 0.341 -0.745
(0.205) (0.344) (0.270) (0.510) (0.450) (0.464) (0.205) (0.344) (0.270) (0.510)
Observations 9,968 9,516 10,017 7,672 9,481 6,617 9,968 9,516 10,017 7,672
R-squared 0.923 0.931 0.983 0.856 0.984 0.819 0.923 0.931 0.983 0.856

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to

heteroscedasticity.
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Table 7.3 OECD Visits and China’s exports to OECD by Section

Section 16 11 15 20 6 17 12 7 18 8 13
. . Vehicles, Footwear, Plastics, - Raw Hides Articles
Section Main Contents Machinery Textiles Base Metal Manlll/;;itures gtrlsgluls;l Aircraft, [I};?iile;rs” Rubber ph(())tgtgjrca?;’hic ffeii(}i:rs: glfairgrng
Vessels etc. thereof Furskins Cement
Column @ @ 3 @ (5 Q) ) ® ® (10 an
1-year window
OECD Levell 0.017 0.054 -0.094 0.005 -0.028 -0.051 -0.040 -0.157** -0.078 0.147 -0.023
(0.074) (0.053) (0.065) (0.070) (0.077) (0.083) (0.053) (0.066) (0.092) (0.083) (0.061)
OECD Level2 -0.271 -0.063 0.089 0.112 -0.016 0.082 0.106 0.215 -0.153 -0.239 -0.232
(0.142) (0.085) (0.148) (0.116) (0.138) (0.146) (0.091) (0.157) (0.113) (0.178) (0.127)
2-year window
OECD Levell 0.051 0.079 -0.075 0.117 -0.075 -0.107 -0.036 -0.104 -0.105 0.160 0.053
(0.116) (0.066) (0.081) (0.116) (0.100) (0.081) (0.082) (0.077) (0.127) (0.100) (0.094)
OECD Level2 -0.239 -0.028 0.113 0.138 0.042 0.050 0.117 0.248 -0.047 -0.170 -0.184
(0.138) (0.092) (0.153) (0.098) (0.164) (0.173) (0.082) (0.173) (0.115) (0.155) (0.129)
4-year window
OECD Levell -0.173 0.187 0.314%* 0.271 0.057 0.031 0.057 0.237 -0.381%* 0.265 0.080
(0.174) (0.113) (0.149) (0.240) (0.194) (0.162) (0.160) (0.223) (0.148) (0.181) (0.175)
OECD Level2 -0.141 0.039 0.238 0.212 0.197 0.072 0.135 0.267 0.047 -0.058 -0.020
(0.109) (0.125) (0.191) (0.113) (0.192) (0.221) (0.103) (0.224) (0.111) (0.141) (0.170)
Permanent window
OECD Levell 0.301 0.207 0.281 -0.122 0.155 0.128 -0.173 0.457 0.045 0.184 0.068
(0.347) (0.190) (0.284) (0.329) (0.414) (0.247) (0.180) (0.370) (0.235) (0.229) (0.151)
OECD Level2 -0.100 0.336 0.961%* 0.718%* 0.878%* 0.633%* 0.353%* 0.940 0.072 0.326 0.982%**
(0.181) (0.275) (0.419) (0.326) (0.344) (0.278) (0.138) (0.513) (0.153) (0.266) (0.297)
Observations 10,180 10,010 10,049 9,884 10,026 9,818 9,152 10,075 10,039 9,531 9,749
R-squared 0.939 0.954 0.952 0.975 0.927 0.960 0.983 0.966 0.916 0.918 0.943
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Table 7.3 OECD Visits and China’s exports to OECD by Section (Continued)

Section 5 4 9 1 2 10 14 21 3 19
. Foodstuffs, Articles of Live Animals, Pea_rl, Animal or Arm &
Section Main Contents Mineral Beverages, Wood, Cork, Animal Vegetable Wood Pulp, Precious Art works. etc. Vegetflble Ammunition,
Products Tobaceo Straw ctc. Products Products Paper, etc. Stones & Fats, Oil and Parts anfi
Metals, etc. Waxes Accessories
Column (12) (13) (14) (15) (16) 17) (18) (19) (20) 21
1-year window
OECD Levell -0.386 -0.220%* -0.325%** -0.230 -0.157 -0.451%** -0.225 0.133 -0.897** -0.516%**
(0.199) (0.095) (0.118) (0.200) (0.163) (0.137) (0.271) (0.188) (0.421) (0.160)
OECD Level2 -0.177 0.308* 0.105 -0.061 -0.268 0.454 0.299 0.849%** -0.584 1.447%%*
(0.296) (0.185) (0.285) (0.393) (0.288) (0.306) (0.626) (0.279) (0.496) (0.407)
2-year window
OECD Levell -0.459%* -0.340%** -0.443%** -0.344 -0.314 -0.475%** -0.325 0.396 -1.060*** -0.461%**
(0.202) (0.110) (0.125) (0.186) (0.180) (0.133) (0.378) (0.264) (0.399) (0.137)
OECD Level2 -0.191 0.282 0.026 -0.084 -0.267 0.408 0.469 1.687%*** -0.300 1.285%**
(0.303) (0.201) (0.284) (0.398) (0.280) (0.301) (0.606) (0.525) (0.445) (0.482)
4-year window
OECD Levell -0.063 0.078 -0.574%* 0.389 0.127 0.445 0.965** 0.073 -0.346 1.204**
(0.262) (0.157) (0.274) (0.375) (0.228) (0.289) (0.379) (0.382) (0.544) (0.597)
OECD Level2 0.248 0.382 0.001 -0.234 0.0004 0.261 1.306%** 1.649%** -0.122 0.933
(0.324) (0.222) (0.270) (0.363) (0.266) (0.289) (0.395) (0.651) (0.450) (0.524)
Permanent window
OECD Levell -0.543 0.258 -0.049 -0.763 -0.255 0.285 0.735 2.555%%* -0.453 -0.053
(0.471) (0.357) (0.358) (0.553) (0.395) (0.498) (0.429) (0.923) (0.825) (0.570)
OECD Level2 1.251%** 1.032%** 0.571 0.795** 1.134%%* 0.515 1.771%%* 2.490%** 0.434 1.118
(0.501) (0.256) (0.466) (0.378) (0.382) (0.585) (0.366) (0.812) (0.647) (0.620)
Observations 8,935 9,787 9,219 8,857 8,935 9,979 8,637 8,910 7,214 6,196
R-squared 0.930 0.934 0.947 0.907 0.926 0.955 0.829 0.854 0.871 0.897

Notes: Standard errors are in parentheses, superscripts with ***_** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity.
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Table 7.4 OECD Visits and China’s imports from OECD by Section

Section 16 6 15 5 18 17 7 11 10 2 21
. Wood
. . . Chemical Mineral Optical, Ve?hlcles, Plastics, Rubber . Pulp, Vegetable Art works,
Section Main Contents Machinery Products Base Metal Products photographic ég;;:lfst ? thereof Textiles Paper, Products etc.
etc.
Column @ 2 3) “ (5 Q) ) (8) 9) (10) an
1-year window
OECD Levell 0.209%%*%* 0.157%%* -0.042 -0.139 0.017 0.161 0.025 -0.204 -0.124 0.063 -0.090
(0.053) (0.070) (0.058) (0.206) (0.073) (0.211) (0.068) (0.129) (0.095) (0.201) (0.458)
OECD Level2 0.003 0.233 0.119 -0.020 -0.092 -0.105 0.121 0.598 0.314%* 1.048%%* _1.099%**
(0.099) (0.130) (0.097) (0.250) (0.139) (0.213) (0.099) (0.311) (0.147) (0.316) (0.321)
2-year window
OECD Levell 0.220%* 0.180%* 0.043 -0.143 0.051 0.024 -0.037 -0.060 -0.056 0.037 0.120
(0.103) (0.081) (0.074) (0.211) (0.099) (0.280) (0.100) (0.184) (0.107) (0.231) (0.343)
OECD Level2 0.116 0.319%* 0.301** 0.433 -0.049 0.186 0.229 0.838%** 0.294 0.948%** -0.709%x*
(0.140) (0.132) (0.128) (0.295) (0.169) (0.292) (0.128) (0.286) (0.182) (0.367) (0.311)
4-year window
OECD Levell 0.398%%** 0.250%* 0.369%%* 0.267 0.146 0.248 0.423 %% 0.652%* 0.456%* 1.837%%* -0.433
(0.154) (0.150) (0.120) (0.499) (0.176) (0.409) (0.141) (0.323) (0.194) (0.471) (0.826)
OECD Level2 0.161 0.386** 0.416%* 0.401 0.212 0.295 0.324%* 0.924 % 0.271 0.368 0316
(0.203) (0.192) (0.179) (0.356) (0.131) (0.523) (0.163) (0.301) (0.328) (0.397) (0.507)
Permanent window
OECD Levell 0.430 0.725%%* 0.623%%* 0.877 0.599%%* 0.463 0.734 1.353%%* 0.548%* 1.1807%** 4.968%%*
(0.386) (0.224) (0.123) (0.532) (0.204) (0.576) (0.422) (0.469) (0.214) (0.345) (0.515)
OECD Level2 0.256 0.726%** 0.991%%* 0.996%** 0.272 1.478%%* 0.969%** 1.240%* 1.091%** 1.356%** 22580
(0.429) (0.214) (0.316) (0.370) (0.164) (0.366) (0.227) (0.537) (0.198) (0.355) (0.525)
Observations 10,209 10,132 10,150 9,208 10,151 9,986 10,162 10,116 10,053 9,385 8,636
R-squared 0.954 0.935 0.951 0.951 0.941 0.957 0.967 0.957 0.947 0.932 0.80
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Table 7.4 OECD Visits and China’s imports to OECD by Section (Continued)

Section 1 8 14 13 4 9 20 3 12 19
Live Animals, Raw Hides & Pea_rl, Articles of Foodstuffs, Articles of . Animal or Footwear, Arm &
Section Main Contents Animal Skins, Precious Stone, Plaster Beverages, Wood, Cork, Mis. Veget‘able Headgear, Ammunition,
Products Leath‘er, Stones & & Cement Tobaceo Straw ctc. Manufactures Fats, Oil and Umbrellas, Parts an.d
Furskins Metals, etc. Waxes etc. Accessories
Column (12) (13) (14) (15) (16) 17 (18) (19) (20) 21
1-year window
OECD Levell -0.031 -0.139 0.108 -0.032 0.093 0.137 0.202 0.087 0.020 0.825%**
(0.094) (0.135) (0.110) (0.089) (0.265) (0.133) (0.114) (0.192) (0.213) (0.258)
OECD Level2 0.517** 0.583*** -0.130 0.649%** 0.697*** 0.829%** 0.409** 0.410 0.991** -1.317%*
(0.225) (0.199) (0.266) (0.175) (0.203) (0.253) (0.184) (0.250) (0.387) (0.594)
2-year window
OECD Levell -0.161 -0.102 0.317** 0.060 0.078 0.039 0.225 0.053 0.177 1.177**
(0.146) (0.181) (0.143) (0.156) (0.306) (0.140) (0.181) (0.242) (0.292) (0.489)
OECD Level2 0.309 0.599%** 0.176 0.791*** 0.697*** 0.941*** 0.598*** 0.732%%* 0.739 -1.426%*
(0.230) (0.188) (0.253) (0.214) (0.248) (0.277) (0.189) (0.236) (0.450) (0.632)
4-year window
OECD Levell 0.604 1.016%** 0.465 0.490 0.872%* 1.765%** 0.631*** 1.250%** 1.054%** -0.252
(0.309) (0.251) (0.397) (0.252) (0.432) (0.307) (0.238) (0.551) (0.402) (0.834)
OECD Level2 0.038 0.392 1.254%* 0.523 0.450* 1.048*** 0.641%** 0.251 0.636 -0.778
(0.213) (0.217) (0.493) (0.303) (0.244) (0.255) (0.195) (0.269) (0.442) (0.877)
Permanent window
OECD Levell 1.440%** 1.277%%* 1.327 1.528*** 1.173%%* 1.774%%* 1.346%** 0.916 2.003*** -0.498
(0.360) (0.419) (0.921) (0.296) (0.432) (0.484) (0.309) (0.691) (0.427) (0.899)
OECD Level2 0.461 0.340 0.699 0.708*** 1.358 1.868*** 0.690%** 0.425 2.184%** -1.886%*
(0.570) (0.460) (0.584) (0.205) (0.836) (0.412) (0.237) (0.880) (0.587) (0.901)
Observations 9,297 9,813 9,019 9,965 9,968 9,516 10,017 7,672 9,481 6,617
R-squared 0.889 0.944 0.806 0.940 0.923 0.933 0.983 0.855 0.984 0.819

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to

heteroscedasticity.
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Table 7.5 Number of Chinese Visits and China’s exports to OECD by Section

Section 16 11 15 20 6 17 12 7 18 8 13
. Footwear, . Raw Hides Articles of
. . . . Mis. Chemical V?hldes’ Headgear Plastics, Optical & Skins. Stone
Section Main Contents Machinery Textiles Base Metal Aircraft, ] Rubber D ’ ?
Manufactures Products Umbrellas, photographic Leather, Plaster &
Vessels thereof .
etc. Furskins Cement
Column @ @ 3 “@ ©) © @) ® ® 10 an
1-year window
China Levell -0.053** -0.019 -0.0004 0.007 0.015 -0.001 -0.019 0.002 -0.013 -0.003 -0.017
(0.026) (0.018) (0.015) (0.022) (0.020) (0.017) (0.014) (0.015) (0.015) (0.024) (0.016)
China Level2 -0.054** -0.020 0.020 -0.005 -0.009 0.029 0.013 0.046 -0.016 -0.066** -0.040%*
(0.026) (0.018) (0.031) (0.027) (0.024) (0.029) (0.020) (0.030) (0.019) (0.030) (0.020)
2-year window
China Levell -0.090*** -0.028 -0.009 -0.006 -0.0004 -0.001 -0.019 -0.004 -0.031 -0.030 -0.048**
(0.034) (0.020) (0.023) (0.031) (0.025) (0.023) (0.022) (0.024) (0.021) (0.030) (0.024)
China Level2 -0.071** -0.046%* 0.002 -0.034 -0.027 0.016 -0.001 0.038 -0.016 -0.095%** -0.054**
(0.032) (0.022) (0.038) (0.035) (0.034) (0.035) (0.026) (0.040) (0.020) (0.035) (0.025)
4-year window
China Levell -0.090** -0.028 -0.017 -0.005 -0.008 -0.007 -0.026 -0.005 -0.031 -0.050 -0.057
(0.037) (0.027) (0.038) (0.042) (0.037) (0.035) (0.032) (0.036) (0.032) (0.039) (0.034)
China Level2 -0.118*** -0.070%** -0.007 -0.069 -0.053 0.005 -0.025 0.024 -0.039 -0.121%** -0.073%*
(0.038) (0.027) (0.063) (0.045) (0.052) (0.048) (0.035) (0.061) (0.027) (0.038) (0.035)
Permanent window
China Levell -0.043 -0.024 -0.0001 0.052 0.059 0.009 -0.057 0.063 0.050 -0.025 -0.030
(0.052) (0.030) (0.080) (0.055) (0.053) (0.048) (0.046) (0.054) (0.040) (0.060) (0.049)
China Level2 -0.158*** -0.091%** -0.037 -0.103** -0.090 0.008 -0.053 -0.018 -0.068** -0.152%** -0.110%**
(0.047) (0.030) (0.077) (0.048) (0.061) (0.068) (0.039) (0.076) (0.032) (0.040) (0.043)
Observations 10,180 10,010 10,049 9,884 10,026 9,818 9,152 10,075 10,039 9,531 9,749
R-squared 0.939 0.954 0.952 0.974 0.927 0.960 0.983 0.966 0.916 0918 0.943
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Table 7.5 Number of Chinese Visits and China’s exports to OECD by Section (Continued)

Section 5 4 9 1 2 10 14 21 3 19
Section Main Contents Mineral 1];%22?2;?:: “}AO I:)lg’leéo(;lf(’ lezfir;r;als, Vegetable Wood Pulp, Pf:caii)ll,ls Art works. é:lgr;;lb(l); Am?nrlr.lr;i‘%ion,
Products Tobaceo Straw ofc. Products Products Paper, etc. Stones & etc. Fats, Oil and Parts an_d
Metals, etc. Waxes Accessories
Column (12) (13) (14) (15) (16) 17) (18) (19) (20) 210
1-year window
China Levell 0.014 0.019 0.048** 0.097** 0.021 0.029 0.071 0.053 0.039 0.134%**
(0.038) (0.019) (0.020) (0.043) (0.037) (0.020) (0.052) (0.030) (0.075) (0.039)
China Level2 -0.018 0.042 0.066 0.019 -0.014 0.149** 0.062 0.030 -0.028 0.344***
(0.068) (0.037) (0.064) (0.088) (0.062) (0.063) (0.133) (0.054) (0.100) (0.117)
2-year window
China Levell -0.011 0.020 0.070 0.071 -0.005 0.063 0.093 0.006 -0.030 0.209%**
(0.056) (0.031) (0.045) (0.066) (0.055) (0.041) (0.096) (0.051) (0.122) (0.049)
China Level2 -0.056 0.015 -0.0003 -0.049 -0.067 0.140 0.043 0.232%*%* -0.089 0.318**
(0.089) (0.053) (0.074) (0.107) (0.070) (0.078) (0.135) (0.075) (0.149) (0.141)
4-year window
China Levell -0.071 0.027 0.080 0.091 -0.001 0.067 -0.007 0.014 -0.100 0.238**
(0.071) (0.042) (0.071) (0.112) (0.075) (0.058) (0.119) (0.066) (0.127) (0.109)
China Level2 -0.089 0.005 -0.033 -0.098 -0.101 0.157 0.130 0.308** -0.200 0.491
(0.105) (0.076) (0.093) (0.115) (0.079) (0.126) (0.205) (0.136) (0.174) (0.265)
Permanent window
China Levell -0.081 0.108 0.168 0.346 0.117 0.230 -0.090 -0.012 -0.069 0.564***
(0.106) (0.102) (0.168) (0.378) (0.130) (0.154) (0.126) (0.129) (0.200) 0.211)
China Level2 -0.121 -0.041 -0.089 -0.160 -0.151%* 0.140 0.186 0.450 -0.321%* 0.482
(0.104) (0.085) (0.088) (0.099) (0.072) (0.160) (0.263) (0.231) (0.153) (0.271)
Observations 8,935 9,787 9,219 8,857 8,935 9,979 8,637 8,910 7,214 6,196
R-squared 0.930 0.934 0.949 0.907 0.926 0.956 0.829 0.854 0.871 0.897

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to

heteroscedasticity.
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Table 7.6 Number of Chinese Visits and China’s imports from OECD by Section

Section 16 6 15 5 18 17 7 11 10 2 21
Section Main Contents Machinery g&sgsz&l Base Metal Il)\;[ :(liircig ph(())tgtgj:;;’hic X??clfits,’ Il’{l?li)tlicesr, Textiles \glfl(}))(,j \;igztigl: An;:grks,
Vessels thereof Paper, etc.
Column @ @ (€)) “ ®) ©® ) ® ® 10) an
1-year window
China Levell 0.025 0.025 0.018 -0.024 0.044 0.103%* 0.025%* 0.001 0.006 0.058 -0.313**
(0.023) (0.013) (0.018) (0.033) (0.023) (0.044) (0.013) (0.026) (0.024) (0.031) (0.125)
China Level2 0.002 -0.009 0.018 -0.039 -0.024 0.001 0.012 0.132%** -0.006 0.128 0.072
(0.022) (0.021) (0.014) (0.048) (0.017) (0.051) (0.020) (0.040) (0.037) (0.090) (0.053)
2-year window
China Levell 0.018 0.028 0.012 -0.006 0.028 0.094** 0.030 0.025 0.016 0.062 -0.184***
(0.023) (0.021) (0.019) (0.042) (0.025) (0.044) (0.016) (0.041) (0.029) (0.045) (0.068)
China Level2 -0.0004 -0.022 0.025 -0.054 -0.013 -0.036 -0.002 0.146%** -0.033 0.101 0.140
(0.029) (0.024) (0.020) (0.046) (0.023) (0.057) (0.022) (0.065) (0.045) (0.085) (0.135)
4-year window
China Levell 0.040 0.062%* 0.029 0.041 0.038 0.209%* 0.044 0.037 0.045 0.072 -0.124
(0.038) (0.030) (0.023) (0.056) (0.031) (0.086) (0.033) (0.050) (0.033) (0.049) (0.066)
China Level2 0.004 -0.023 0.017 -0.099** 0.002 -0.091 -0.004 0.196 -0.062 0.133 0.088
(0.042) (0.034) (0.029) (0.042) (0.034) (0.053) (0.029) (0.105) (0.057) (0.113) (0.190)
Permanent window
China Levell 0.032 0.090 0.090** 0.216%* 0.032 0.758%** 0.081 0.188%* 0.128%* 0.345%* -0.718%**
(0.086) (0.050) (0.042) (0.091) (0.072) (0.293) (0.090) (0.079) (0.053) (0.169) (0.165)
China Level2 0.012 -0.008 0.017 -0.146 0.008 -0.199*** -0.019 0.315%** -0.106** 0.067 0.250
(0.051) (0.046) (0.035) (0.085) (0.040) (0.060) (0.032) (0.099) (0.054) (0.112) (0.254)
Observations 10,209 10,132 10,150 9,208 10,151 9,986 10,162 10,116 10,053 9,385 8,636
R-squared 0.953 0.934 0.951 0.951 0.942 0.959 0.967 0.957 0.946 0.931 0.804
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Table 7.6 Number of Chinese Visits and China’s imports from OECD by Section (Continued)

Section 1 8 14 13 4 9 20 3 12 19
Live Animals, Raw Hides & Pegrl, Articles of Foodstuffs, Articles of . Animal or Footwear, Arm &
Section Main Contents Animal Skins, Leather, Precious Stone, Plaster Beverages, Wood, Cork, Mis. Vegetgble Headgear, Ammunition,
Products Furskins Stones & & Cement Tobaceo Straw cfc. Manufactures Fats, Oil and Umbrellas, Parts an-d
Metals, etc. Waxes etc. Accessories
Column (12) (13) (14) (15) (16) 17 (18) (19) (20) 210
1-year window
China Levell 0.043 0.036 -0.006 0.052%** 0.015 0.037 0.055 -0.017 0.034 -0.020
(0.026) (0.028) (0.034) (0.022) (0.033) (0.031) (0.035) (0.040) (0.054) (0.146)
China Level2 0.073 0.071 -0.068 0.066*** 0.126%** 0.064 0.037 -0.141%* 0.208*** -0.243
(0.048) (0.046) (0.059) (0.023) (0.040) (0.046) (0.032) (0.070) (0.070) (0.133)
2-year window
China Levell 0.039 0.065 -0.011 0.074%** 0.056 0.080%** 0.085%** -0.035 0.093 -0.120
(0.030) (0.034) (0.051) (0.031) (0.035) (0.034) (0.039) (0.046) (0.055) (0.119)
China Level2 0.079 0.067 -0.056 0.100%*** 0.13]%** 0.042 0.030 -0.129%* 0.218*** -0.269%*
(0.055) (0.049) (0.073) (0.035) (0.043) (0.051) (0.047) (0.053) (0.077) (0.111)
4-year window
China Levell 0.028 0.077 -0.079 0.103** 0.052 0.106%** 0.170%*** 0.041 0.308*** -0.067
(0.036) (0.049) (0.074) (0.050) (0.043) (0.040) (0.059) (0.050) (0.092) (0.102)
China Level2 0.090 0.094 -0.052 0.141%** 0.154%** 0.094 0.036 -0.176%** 0.311%** -0.502%**
(0.074) (0.067) (0.095) (0.050) (0.066) (0.054) (0.056) (0.068) (0.138) (0.102)
Permanent window
China Levell 0.060 0.281*** -0.214%* 0.235%* 0.301** 0.374%%* 0.322 0.218** 0.470%** -0.024
(0.088) (0.093) (0.083) (0.097) (0.131) (0.104) (0.170) (0.108) (0.169) (0.180)
China Level2 0.059 0.157 -0.060 0.152%** 0.090 0.029 0.037 -0.218%* 0.376 -0.667***
(0.110) (0.094) (0.123) (0.056) (0.085) (0.067) (0.077) (0.088) (0.209) (0.209)
Observations 9,297 9,813 9,019 9,965 9,968 9,516 10,017 7,672 9,481 6,617
R-squared 0.888 0.944 0.806 0.939 0.923 0.931 0.983 0.855 0.984 0.819

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to

heteroscedasticity.
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Table 7.7 Number of OECD Visits and China’s exports to OECD by Section

Section 16 11 15 20 6 17 12 7 18 8 13
. Footwear, . Raw Hides Atrticles of
. . . . Mis. Chemical Ve.hlcles, Headgear Plastics, Optical & Skins. Stone
Section Main Contents Machinery Textiles Base Metal Aircraft, i Rubber . ’ i
Manufactures Products Umbrellas, photographic Leather, Plaster &
Vessels etc. thereof Furskins Cement
Column (1) B 3) ) ®) ©) B @® ©) (10) an
1-year window
OECD Levell 0.007 0.014 -0.022 0.003 -0.005 -0.009 -0.009 -0.036%* -0.015 0.036 -0.002
(0.015) (0.011) (0.014) (0.015) (0.018) (0.018) (0.011) (0.015) (0.020) (0.019) (0.013)
OECD Level2 -0.062** -0.021 0.025 0.016 -0.002 0.022 0.019 0.047 -0.030 -0.063 -0.057**
(0.030) (0.017) (0.031) (0.023) (0.027) (0.029) (0.019) (0.029) (0.022) (0.039) (0.024)
2-year window
OECD Levell 0.016 0.021 -0.021 0.024 -0.013 -0.020 -0.011 -0.028 -0.021 0.044%** 0.013
(0.023) (0.014) (0.017) (0.024) (0.023) (0.019) (0.017) (0.017) (0.026) (0.022) (0.019)
OECD Level2 -0.063** -0.018 0.030 0.017 0.002 0.018 0.021 0.057 -0.021 -0.061 -0.055%*
(0.031) (0.019) (0.034) (0.021) (0.031) (0.034) (0.019) (0.034) (0.022) (0.037) (0.025)
4-year window
OECD Levell -0.001 0.050 0.002 0.048 -0.004 -0.009 -0.007 -0.026 -0.059 0.081 0.023
(0.043) (0.026) (0.030) (0.053) (0.046) (0.035) (0.032) (0.037) (0.034) (0.044) (0.036)
OECD Level2 -0.070** -0.025 0.055 0.015 0.013 0.031 0.018 0.082 -0.026 -0.073 -0.059%*
(0.030) (0.023) (0.043) (0.021) (0.036) (0.046) (0.022) (0.045) (0.024) (0.038) (0.030)
Permanent window
OECD Levell 0.043 0.108 -0.062 -0.031 -0.039 -0.040 -0.052 -0.063 -0.067 0.102 -0.018
(0.127) (0.067) (0.083) (0.103) (0.122) (0.087) (0.059) (0.091) (0.072) (0.089) (0.068)
OECD Level2 -0.115%** -0.058 0.095 0.042 0.034 0.066 0.020 0.125%* -0.048 -0.140 -0.059
(0.032) (0.050) (0.060) (0.049) (0.044) (0.049) (0.039) (0.056) (0.035) (0.074) (0.056)
Observations 10,180 10,010 10,049 9,884 10,026 9,818 9,152 10,075 10,039 9,531 9,749
R-squared 0.939 0.954 0.952 0.974 0.927 0.960 0.983 0.966 0.916 0918 0.943
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Table 7.7 Number of OECD Visits and China’s exports to OECD by Section (Continued)

Section 5 4 9 1 2 10 14 21 3 19
. Foodstufts Articles of Live Animals, Pearl, Precious Animal or Arm &
Section Main Contents Mineral Beverages,’ Wood, Cork, Animal , Vegetable Wood Pulp, St(’)nes & Art works. etc. Veget-able Ammunition,
Products Tobaceo Straw ofc. Products Products Paper, etc. Metals, etc. Fats, Oil and Parts an}i
Waxes Accessories
Column (12) (13) (14) (15) (16) 17 (18) (19) (20) (21)
1-year window
OECD Levell -0.088 -0.048** -0.072%** -0.049 -0.033 -0.103*** -0.058 0.023 -0.199** -0.103%**
(0.046) (0.022) (0.028) (0.050) (0.039) (0.031) (0.062) (0.044) (0.096) (0.038)
OECD Level2 -0.014 0.070 0.057 0.021 -0.037 0.126 0.102 0.150%* -0.081 0.330%%*
(0.069) (0.037) (0.065) (0.102) (0.068) (0.067) (0.142) (0.063) (0.116) (0.091)
2-year window
OECD Levell -0.104** -0.069%** -0.097*** -0.069 -0.066 -0.108*** -0.075 0.075 -0.237%** -0.082%**
(0.045) (0.024) (0.029) (0.049) (0.041) (0.028) (0.080) (0.058) (0.088) (0.030)
OECD Level2 -0.018 0.072 0.051 0.020 -0.037 0.145 0.126 0.253%%* -0.031 0.438**
(0.071) (0.044) (0.074) (0.109) (0.068) (0.083) (0.154) (0.087) (0.106) (0.177)
4-year window
OECD Levell -0.096 -0.046 -0.016 -0.016 -0.041 -0.093 0.009 -0.010 -0.212 -0.132
(0.067) (0.037) (0.042) (0.087) (0.053) (0.050) (0.103) (0.087) (0.118) (0.087)
OECD Level2 0.043 0.113 0.083 0.033 -0.001 0.264 0.251 0.366%* 0.032 0.659%%%*
(0.114) (0.069) (0.114) (0.168) (0.097) (0.150) (0.230) (0.182) (0.202) (0.206)
Permanent window
OECD Levell -0.342%* -0.118 -0.273** -0.308 -0.211 -0.316%** -0.278 1.345 -0.462** -0.375%**
(0.139) (0.108) (0.117) (0.179) (0.127) (0.119) (0.197) (0.891) (0.224) (0.128)
OECD Level2 0.171 0.161 0.166 0.151 0.070 0.399%* 0.378 0.747** 0.141 0.754%%*
(0.185) (0.087) (0.180) (0.286) (0.163) (0.162) (0.250) (0.324) (0.388) (0.154)
Observations 8,935 9,787 9,219 8,857 8,935 9,979 8,637 8,910 7,214 6,196
R-squared 0.930 0.935 0.948 0.907 0.926 0.956 0.829 0.854 0.871 0.897

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity.
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Table 7.8 Number of OECD Visits and China’s imports from OECD by Section

Section 16 6 15 5 18 17 7 11 10 2 21
. . Wood
Section Main Contents Machinery %}:sg:g;l Base Metal Il’\f :(;ircatls ph(())tgtgj:;;’hic \;??cliliefts,, l;lzi)tlloce? Textiles Ii:ggr’, \;iﬁztfftl: Art g:/grks,
Vessels thereof otc.
Column (1) ©) 3) @) 5) ©6) ™ ®) ©) (10) (1)
1-year window
OECD Levell 0.049%%** 0.037** -0.008 -0.033 0.005 0.039 0.007 -0.044 -0.028 0.022 -0.019
(0.012) (0.015) (0.013) (0.041) (0.017) (0.049) (0.015) (0.028) (0.021) (0.042) (0.094)
OECD Level2 -0.003 0.026 0.021 -0.015 -0.034 -0.008 0.023 0.135%** 0.051 0.193%** -0.191%**
(0.021) (0.027) (0.019) (0.045) (0.025) (0.051) (0.021) (0.065) (0.031) (0.066) (0.067)
2-year window
OECD Levell 0.057** 0.047%%* 0.011 -0.039 0.014 0.029 -0.0003 -0.014 -0.018 0.016 0.015
(0.024) (0.016) (0.016) (0.045) (0.022) (0.071) (0.022) (0.036) (0.023) (0.046) (0.074)
OECD Level2 0.015 0.035 0.045%* 0.041 -0.033 0.037 0.037 0.191 %% 0.051 0.217** -0.132%*
(0.025) (0.030) (0.023) (0.056) (0.029) (0.055) (0.025) (0.068) (0.037) (0.088) (0.060)
4-year window
OECD Levell 0.119%* 0.107** 0.059%* 0.024 0.053 0.122 0.067 0.056 0.028 0.082 -0.234*
(0.048) (0.044) (0.029) (0.095) (0.047) (0.164) (0.037) (0.059) (0.044) (0.101) (0.120)
OECD Level2 0.005 0.031 0.070%* 0.024 -0.022 0.052 0.049 0.353%** 0.051 0.266 -0.089
(0.029) (0.043) (0.030) (0.069) (0.028) (0.082) (0.033) (0.101) (0.062) (0.190) (0.085)
Permanent window
OECD Levell 0.398** 0.365%%* 0.179%* 0.104 0.188 0.399 0.120 0.411 0.038 0.166 -0.164
(0.195) (0.095) (0.084) (0.246) (0.122) (0.527) (0.117) (0.279) (0.080) (0.197) (0.275)
OECD Level2 -0.047 -0.001 0.107%** 0.098 -0.072%* 0.0004 0.042 0.516%** 0.077 0.356 -0.482%*
(0.048) (0.052) (0.040) (0.123) (0.031) (0.153) (0.056) (0.118) (0.068) (0.241) (0.253)
Observations 10,209 10,132 10,150 9,208 10,151 9,986 10,162 10,116 10,053 9,385 8,636
R-squared 0.954 0.935 0.951 0.951 0.941 0.958 0.967 0.957 0.947 0.933 0.805
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Table 7.8 Number of OECD Visits and China’s imports to OECD by Section (Continued)

Section 1 8 14 13 4 9 20 3 12 19
Live Animals, Raw Hides & Pea.rl, Atrticles of Foodstuffs, Articles of . Animal or Footwear, Arm &
Section Main Contents Animal Skins, Precious Stone, Plaster Beverages, Wood, Cork, Mis. Vegetjable Headgear, Ammunition,
Products LeathF:r, Stones & & Cement Tobaceo Straw ofc. Manufactures Fats, Oil and Umbrellas, Parts an-d
Furskins Metals, etc. Waxes etc. Accessories
Column (12) (13) (14) (15) (16) 17) (18) (19) (20) 210
1-year window
OECD Levell -0.006 -0.026 0.022 -0.007 0.012 0.037 0.046 0.016 -0.005 0.169%**
(0.018) (0.029) (0.024) (0.019) (0.054) (0.028) (0.026) (0.042) (0.047) (0.047)
OECD Level2 0.110%*** 0.115%** -0.033 0.130%*** 0.144%** 0.160%*** 0.077** 0.043 0.220%** -0.266**
(0.041) (0.041) (0.058) (0.035) (0.041) (0.046) (0.037) (0.047) (0.090) (0.105)
2-year window
OECD Levell -0.030 -0.024 0.061** 0.019 0.018 0.018 0.057 0.008 0.004 0.232%**
(0.028) (0.038) (0.029) (0.029) (0.067) (0.027) (0.041) (0.052) (0.064) (0.085)
OECD Level2 0.099 0.126%*** -0.005 0.166%*** 0.166*** 0.1971%*** 0.108*** 0.078 0.219 -0.282%**
(0.050) (0.042) (0.061) (0.044) (0.051) (0.053) (0.036) (0.057) (0.121) (0.099)
4-year window
OECD Levell 0.039 0.083 0.081 0.086 0.137 0.222%** 0.160** 0.125 0.061 0.569
(0.054) (0.078) (0.081) (0.050) (0.158) (0.067) (0.072) (0.098) (0.103) (0.692)
OECD Level2 0.115 0.158** 0.020 0.191%** 0.194%* 0.233%** 0.116%** -0.008 0.334 -0.273%*
(0.086) (0.064) (0.079) (0.079) (0.083) (0.062) (0.039) (0.064) (0.251) (0.126)
Permanent window
OECD Levell 0.078 0.161 0.204 0.423%** 0.337 0.400%* 0.566%*** 0.270 0.005 0.959
(0.134) (0.159) (0.184) (0.119) (0.427) (0.192) (0.203) (0.283) (0.174) (0.790)
OECD Level2 0.203 0.347** -0.055 0.247** 0.324%** 0.234%** 0.039 -0.277 0.711%** -0.474%**
(0.114) (0.136) (0.087) (0.100) (0.115) (0.079) (0.053) (0.223) (0.198) (0.133)
Observations 9,297 9,813 9,019 9,965 9,968 9,516 10,017 7,672 9,481 6,617
R-squared 0.889 0.945 0.806 0.940 0.923 0.933 0.983 0.854 0.984 0.819

Notes: Standard errors are in parentheses, superscripts with ***_** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to

heteroscedasticity.
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Table 7.9 Exogeneity test of diplomatic visits and China’s exports to OECD by Section

Section 16 11 15 20 6 17 12 7 18 8 13
Section Main Machinery Textiles Base Metal Mis. Chemical \:i?éiits,’ Ililzzfi\gzzi Il){liitki)cesr, Optical, . Ravgg;i?s . StAo;tfi:,CIIE;ISa(s)tftzr
Contents Manufactures Products Vessels Umbrellas, thereof photographic Leath.er, & Cement
etc. Furskins
Column ) @) 3 “ (5 6 Q) (® ® (10) an
Chinese visits

China Levell 0.110%** -0.047* -0.077 -0.016 0.006 0.020 -0.118*** 0.007 0.123%** -0.060 -0.012
(0.042) (0.029) (0.074) (0.040) (0.038) (0.049) (0.030) (0.045) (0.035) (0.045) (0.056)

Forward lead -0.170** 0.012 0.102 0.106 0.108%* -0.036 0.044 0.098 -0.066 0.002 -0.027
(0.081) (0.037) (0.057) (0.066) (0.049) (0.074) (0.048) (0.069) (0.063) (0.088) (0.053)

China Level2 -0.080* -0.112%** -0.051 -0.112%** -0.082* -0.073* -0.088*** -0.062 0.027 -0.140%*** -0.092%*
(0.041) (0.027) (0.043) (0.038) (0.042) (0.042) (0.025) (0.051) (0.028) 0.041) (0.040)

Forward lead -0.109*** 0.002 -0.017 -0.051 -0.037 0.108 -0.030 0.036 -0.120%*** -0.114%** -0.066
(0.032) (0.031) (0.073) (0.033) (0.050) (0.076) (0.031) (0.078) (0.033) (0.040) (0.039)

OECD visits

OECD Levell 0.075 0.062 0.070 -0.043 -0.004 0.006 -0.009 0.073 0.027 0.045 0.019
(0.060) (0.047) (0.052) (0.058) (0.062) (0.043) (0.038) (0.060) (0.053) (0.047) (0.034)

Forward lead -0.073 0.037 -0.293*** -0.008 -0.061 -0.107 -0.140* -0.269*** -0.137 0.147 -0.061
(0.146) (0.114) (0.099) (0.128) (0.161) (0.170) (0.080) (0.101) (0.122) (0.190) (0.103)

OECD Level2 -0.025 -0.076* -0.011 -0.036 0.020 0.008 -0.065 -0.101 0.006 -0.118* -0.016
(0.051) (0.043) (0.065) (0.059) (0.062) (0.070) (0.042) (0.075) (0.041) (0.061) (0.056)

Forward lead -0.086 -0.029 0.137 0.077 0.035 0.061 0.045 0.208%** -0.030 -0.154 -0.076
(0.071) (0.075) (0.105) (0.084) (0.088) (0.113) (0.060) (0.102) (0.057) (0.111) (0.095)

Observations 8,322 8,177 8,221 8,076 8,187 8,007 7,439 8,226 8,201 7,761 7,982

R-squared 0.95 0.95 0.95 0.97 0.93 0.96 0.98 0.97 0.92 0.91 0.95
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Table 7.9 Exogeneity test of diplomatic visits and China’s exports to OECD by Section (Continued)

Section 5 4 9 1 2 10 14 21 3 19
oo o Mt Tk kol LA yoatte oot PRI wos. Voo Anmuniion
Products Tobaceo Straw cfc. Products Products Paper, etc. Metals, etc. etc. Fats, Oil and Parts an.d
Waxes Accessories
Column (12) (13) 14 (15) (16) a7 (18) (19) (20) 21
Chinese visits

China Levell -0.052 0.043 -0.065 0.034 0.015 -0.088 -0.136 0.151 -0.174%* 0.076
(0.078) (0.075) (0.052) (0.093) (0.050) (0.062) (0.094) (0.095) (0.082) (0.107)

Forward lead -0.097 0.135 0.366 0.637 0.225 0.441%* -0.126 -0.266 0.062 0.392
(0.143) (0.149) (0.251) (0.459) (0.166) (0.203) (0.074) (0.149) (0.178) (0.378)

China Level2 -0.093 -0.045 -0.170%** -0.186** -0.149%** -0.072* 0.018 0.428 -0.165%* -0.085
(0.060) (0.059) (0.038) (0.073) (0.051) (0.038) (0.078) (0.392) 0.077) (0.076)

Forward lead -0.105 -0.038 0.053 -0.030 -0.038 0.264 0.630 0.122 -0.336%** 0.736
(0.081) (0.074) (0.095) (0.090) (0.050) (0.238) (0.497) (0.492) (0.076) (0.404)

OECD visits

OECD Levell -0.118 0.029 0.030 -0.066 -0.047 0.022 -0.011 0.163 -0.096 -0.200%*
(0.076) (0.069) (0.070) (0.085) (0.062) (0.067) (0.061) (0.362) (0.137) (0.086)

Forward lead -0.486%** -0.235 -0.582%** -0.486** -0.251 -0.539%** -0.332 1.183 -0.439%** -0.383
(0.155) (0.131) (0.162) (0.223) (0.141) (0.136) (0.224) (1.170) (0.142) (0.207)

OECD Level2 0.118 0.102 -0.185%* -0.099 0.063 -0.277** 0.387* 2.376 -0.066 -0.104
(0.119) (0.080) (0.074) (0.112) (0.080) (0.112) (0.222) (2.436) (0.144) (0.116)

Forward lead -0.017 0.059 0.398 0.335 -0.008 0.795%** -0.164 -1.623 0.035 0.887%**
(0.246) (0.121) (0.224) (0.447) (0.170) (0.208) (0.431) (2.297) 0.317) (0.276)

Observations 7,256 7,983 7,536 7,229 7,285 8,158 7,031 7,172 5,805 5,014

R-squared 0.93 0.93 0.96 0.91 0.93 0.96 0.79 0.88 0.88 0.89

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to

heteroscedasticity.
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Table 7.10 Exogeneity test of diplomatic visits and China’s imports from OECD by Section

Section 16 6 15 5 18 17 7 11 10 2 21
Section Main Contents Machinery (Ij’lrls(rinuiccgl Base Metal Il,\;[ ::iir;ls ph(())tgfgi:;}i,hic \gilclszllits: }I){lif)ttl)?; Textiles \;];);;’P;?’ \I/,i(g)ztfcbtl: Art s;/co.rks,
essels thereof
Column (1) @ 3) @ ) ©) ) (8) o) (10) (11)
Chinese visits
China Levell -0.009 0.068%** 0.082%%%* 0.061 -0.007 0.158 -0.016 0.120%* 0.055 0.084 -0.469%**
(0.042) (0.026) (0.031) (0.076) (0.054) (0.139) (0.059) (0.059) (0.036) (0.096) (0.120)
Forward lead 0.030 0.061 0.004 0.204** 0.095 0.790%%** 0.116 -0.023 0.099%* 1.004*** -0.298***
(0.081) (0.073) (0.043) (0.091) (0.053) (0.282) (0.066) (0.172) (0.050) (0.250) (0.103)
China Level2 -0.034 -0.006 -0.027 -0.140 -0.029 -0.160%** -0.075%** 0.179%%** -0.101%*** -0.024 0.045
(0.036) (0.043) (0.030) (0.122) (0.027) (0.047) (0.024) (0.064) (0.036) (0.082) (0.109)
Forward lead 0.064 -0.029 0.060 -0.026 0.013 -0.056 0.050 0.274 -0.003 0.006 0.243
(0.047) (0.048) (0.044) (0.088) (0.032) (0.060) (0.044) (0.232) (0.028) (0.056) (0.279)
OECD visits
OECD Levell 0.042 0.071 0.051%* 0.257 -0.006 0.006 0.047 0.135 0.064 0.156 0.487%*
(0.062) (0.052) (0.030) (0.180) (0.043) (0.104) (0.056) (0.146) (0.048) (0.251) (0.254)
Forward lead 0.489%* 0.533%* 0.262 0.138 0.397 0.557 0.123 0.433 -0.031 -0.211 -0.469
(0.191) (0.210) (0.145) (0.345) (0.213) (0.790) (0.155) (0.337) (0.105) (0.287) (0.564)
OECD Level2 -0.066 0.044 0.105%* 0.168 -0.041 -0.119 0.037 0.490 0.078 -0.205 -0.355%**
(0.050) (0.049) (0.054) (0.168) (0.043) (0.108) (0.057) (0.452) (0.050) (0.209) (0.096)
Forward lead 0.014 -0.053 -0.010 -0.109 -0.035 0.175 -0.014 0.071 -0.026 0.766%** -0.280
(0.071) (0.093) (0.077) (0.186) (0.068) (0.266) (0.078) (0.501) (0.058) (0.163) (0.170)
Observations 8,349 8,279 8,294 7,479 8,298 8,152 8,307 8,269 8,218 7,646 7,028
R-squared 0.95 0.94 0.95 0.96 0.94 0.97 0.97 0.95 0.95 0.93 0.82
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Table 7.10 Exogeneity test of diplomatic visits and China’s import from OECD by Section (Continued)

Section 1 8 14 13 4 9 20 3 12 19
Live Animals, Raw Hides & Pea‘rl, Articles of Foodstuffs, Articles of . Animal or Footwear, Arm &
Section Main Contents Animal Skins, Precious Stone, Plaster Beverages, Wood, Cork, Mis. Vegetflble Headgear, Ammunition,
Products Leath?r, Stones & & Cement Tobaceo Straw cfc. Manufactures Fats, Oil and Umbrellas, Parts an-d
Furskins Metals, etc. Waxes etc. Accessories
Column (12) (13) (14) (15) (16) 17) (18) (19) (20) (21)
Chinese visits
China Levell 0.106** 0.200%** -0.127 0.161%* 0.158%** 0.132%** 0.058 0.141%* 0.318%** 0.089
(0.046) (0.061) (0.081) (0.063) (0.048) (0.049) (0.052) (0.082) (0.096) (0.121)
Forward lead -0.040 0.174 -0.175%** 0.039 0.149 0.336 0.429 0.337 0.484 -0.293**
(0.122) (0.228) (0.066) (0.110) (0.155) (0.180) (0.235) (0.274) (0.281) (0.127)
China Level2 0.015 0.100 0.001 0.049 0.012 -0.005 -0.011 -0.166** 0.230%* -0.103
(0.063) (0.072) (0.095) (0.045) (0.042) (0.050) (0.053) (0.074) (0.104) (0.153)
Forward lead 0.064 0.057 0.015 0.156 0.116 0.078 0.053 -0.154** 0.539 -1.185%**
(0.106) (0.151) (0.153) (0.091) (0.110) (0.041) (0.079) (0.063) 0.671) (0.237)
OECD visits
OECD Levell 0.272%%* 0.112 0.001 0.096 0.082 0.115 0.005 0.183 0.093 -0.187
(0.093) (0.103) (0.098) (0.079) (0.073) (0.094) (0.050) (0.218) (0.074) (0.135)
Forward lead -0.379** 0.155 0.485 0.565%*%* 0.269 0.481 0.932%%** 0.488 -0.222 1.958%**
(0.168) (0.432) (0.308) (0.209) 0.471) (0.279) (0.287) (0.547) (0.336) (0.424)
OECD Level2 -0.118 0.317 0.099 0.308 -0.128* 0.139%* -0.019 -0.130 0.345% -0.193
(0.091) (0.273) (0.156) (0.207) (0.066) (0.080) (0.080) (0.212) (0.205) (0.139)
Forward lead 0.428%** 0.016 -0.279 -0.109 0.521%** 0.093 0.054 -0.274 0.647%** -0.507***
(0.166) (0.261) (0.269) (0.223) (0.139) (0.109) (0.098) (0.311) (0.247) (0.167)
Observations 7,563 8,012 7,357 8,145 8,131 7,769 8,190 6,186 7,723 5,356
R-squared 0.89 0.94 0.76 0.94 0.93 0.95 0.98 0.87 0.99 0.80

Notes: Standard errors are in parentheses, superscripts with *** ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels.

heteroscedasticity.
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Table 7.11 Combined specification of number of Chinese visits on China’s exports of

machinery to OECD
Specifications Lag DV* Pair FE Combined Auxiliary
Column (1) 2) 3) 4)
Dependent Variable lexport_mi lexport_mi Trns_export mi Trns_export mi_1
Export Lag 1 0.840%**
(0.015)
China Level 1 (permanent) -0.009 0.021
(0.019) (0.026)
China Level 2 (permanent) -0.009 -0.001
(0.008) (0.020)
Trans Export Lag 1 0.459%%**
(0.025)
Trans China Level 1 (permanent) 0.022* -0.002
(0.013) (0.032)
Trans China Level 2 (permanent) -0.002 -0.001
(0.011) (0.024)
Observations 10,206 10,223 10,206 10,206
R-squared 0.97 0.43 0.57 0.49

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.12 Combined specification of number of Chinese visits on China’s imports of

machinery from OECD
Specifications Lag DV* Pair FE Combined Auxiliary
Column (1) 2) 3) 4)
Dependent Variable limport_mi limport_mi Trns_import mi Trns_import mi_1
Export Lag 1 0.859%%**
(0.013)
China Level 1 (permanent) -0.010 -0.041
(0.011) (0.026)
China Level 2 (permanent) 0.018%* 0.020
(0.008) (0.018)
Trans Export Lag 1 0.430%**
(0.030)
Trans China Level 1 (permanent) -0.028 -0.033*
(0.020) (0.020)
Trans China Level 2 (permanent) 0.013 0.018
(0.014) (0.016)
Observations 10,221 10,226 10,221 10,221
R-squared 0.97 0.51 0.60 0.51

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.13 Combined specification of number of OECD visits on China’s exports of

machinery to OECD
Specifications Lag DV* Pair FE Combined Auxiliary
Column (1) 2) 3) 4)
Dependent Variable lexport_mi lexport_mi Trns_export mi Trns_export mi_1
Export Lag 1 0.840%**
(0.015)
OECD Level 1 (permanent) 0.013 0.051%*
(0.014) (0.029)
OECD Level 2 (permanent) -0.003 0.031
(0.009) (0.036)
Trans Export Lag 1 0.459%%**
(0.025)
Trans OECD Level 1 (permanent) 0.031* 0.051*
(0.018) (0.028)
Trans OECD Level 2 (permanent) 0.018 0.030
(0.021) (0.038)
Observations 10,206 10,223 10,206 10,206
R-squared 0.97 0.43 0.57 0.49

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.14 Combined specification of number of OECD visits on China’s imports of

machinery from OECD
Specifications Lag DV* Pair FE Combined Auxiliary
Column (1) 2) 3) 4)
Dependent Variable limport_mi limport_mi Trns_import mi Trns_import mi_1
Export Lag 1 0.859%%**
(0.013)
OECD Level 1 (permanent) 0.040%* 0.056
(0.019) (0.041)
OECD Level 2 (permanent) -0.014 -0.017
(0.011) (0.027)
Trans Export Lag 1 0.431%**
(0.030)
Trans OECD Level 1 (permanent) 0.033 0.055%*
(0.030) (0.033)
Trans OECD Level 2 (permanent) -0.023 0.012
(0.017) (0.033)
Observations 10,221 10,226 10,221 10,221
R-squared 0.97 0.51 0.60 0.51

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.15 Combined estimates of diplomatic visits on China’s exports to OECD by section

Section 16 11 15 20 6 17 12 7 18 8 13
Vehicles Footwear, Plastics Raw Hides & Articles of
Section Main Contents Machinery Textiles Base Metal Mis. Chemical Aircraft, Headgear, Rubber Optical, . Skins, stone,
Manufactures Products Umbrellas, photographic Leather, Plaster &
Vessels thereof .
etc. Furskins Cement
Number of Chinese visits
China Levell 0.023* -0.001 0.010 0.002 -0.004 -0.040 0.006 -0.005 0.019 -0.013 -0.020
China Level2 -0.002 0.022 0.004 0.002 0.008 -0.062* 0.008 -0.005 0.032 -0.012 -0.019
Number of OECD visits
OECD Level 1 0.012* -0.019 0.0003 -0.007 -0.015 -0.020 -0.017 -0.013 0.013* -0.017 -0.019
OECD Level 2 0.007 -0.016 -0.008 0.006 -0.014 0.034* 0.006 -0.001 0.009 0.001 0.004
Section 5 4 9 1 2 10 14 21 3 19 -
. Live Pearl, Animal or Arm &
Section Main Content Mineral ]I;oodstuffs, “}A m((i:l(zjs Olf( Animals, Vegetable Wood Pulp, Precious Art works. Vegetable Ammunition,
cction Main Lontents Products ceverages, ood, Lork, Animal Products Paper, etc. Stones & etc. Fats, Oil and Parts and )
Tobacco Straw etc. .
Products Metals, etc. Waxes Accessories
Number of Chinese visits
China Levell 0.035 -0.016* 0.020 0.014 -0.004 -0.026 -0.002 0.044 -0.021 0.184**
China Level2 -0.014 0.007 0.013 0.023 0.018 -0.016 -0.007 0.087*** -0.004 -0.001
Number of OECD visits
OECD Level 1 0.024 -0.063 0.008 -0.019 -0.023 0.002 0.022 0.013 0.047 0.063
OECD Level 2 0.049** 0.012 0.008 0.014 -0.004 -0.036* 0.012 0.038** 0.027 0.087

Notes: Superscripts with ***_ ** and * respectively denoting significance of combined specification estimates at the 1%, 5% and 10% levels. Standard errors are
robust to heteroscedasticity.
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Table 7.16 Combined estimates of diplomatic visits on China’s imports from OECD by section

Section 16 6 15 5 18 17 7 11 10 2 21
. . . Vehicles, Plastics,
Section Main Contents Machinery Chemical Base Metal Mineral Optical, . Aircraft, Rubber Textiles Wood Pulp, Vegetable Art works,
Products Products photographic Paper, etc. Products etc.
Vessels thereof
China Levell -0.014 0.008* 0.017 0.061** 0.005 0.023 0.049%* 0.008 -0.019 -0.059%* 0.106
China Level2 0.005 -0.007 0.044 0.033 0.008 -0.010 0.026 0.020 -0.063%* 0.018 0.050
OECD Level 1 0.009 -0.043 -0.079 -0.029 -0.018 -0.055 -0.008 0.014 -0.084%* -0.025 -0.161
OECD Level 2 -0.028 0.003 0.001 0.002 0.019 0.046** 0.017 -0.015 0.033 -0.022* 0.011
Section 1 8 14 13 4 9 20 3 12 19 -
L_1ve Raw Hldes & Pequ, Articles of Foodstuffs, Articles of . Animal or Footwear, Arm &
. . Animals, Skins, Precious Mis. Vegetable Headgear, Ammunition,
Section Main Contents . Stone, Plaster Beverages, Wood, Cork, ) -
Animal Leather, Stones & & C t Tob St ‘ Manufactures  Fats, Oil and Umbrellas, Parts and
Products Furskins Metals, etc. emen obacco Taw ete. Waxes etc. Accessories
China Levell 0.075 0.084*** -0.060 0.038* 0.030* 0.005 0.077* 0.009 0.095%* 0.177
China Level2 -0.007 0.005%* -0.064 0.020 -0.029 -0.011 0.016 0.039 -0.027 0.196
OECD Level 1 0.009 -0.043 0.155 0.030 0.016 -0.023 0.101 0.050 0.030 -0.733*
OECD Level 2 -0.039 0.014 -0.126 0.019 0.005 0.017 0.024 -0.063 0.031 0.208

Notes: Superscripts with ***_ ** and * respectively denoting significance of combined specification estimates at the 1%, 5% and 10% levels. Standard errors are

robust to heteroscedasticity.
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Table 7.17 Chinese visits and China’s trade with OECD by Rauch Classification

Trade Exports Imports
Criteria Conservative Liberal Conservative Liberal
Type (1) Homo. (2) Ref. (3) Diff. (4) Homo. (5) Ref. (6) Diff. (7) Homo. (8) Ref. (9) Diff. (10) Homo. (11) Ref. (12) Diff.
1-year window
China Levell 0.203 0.016 -0.112 0.078 0.007 -0.115 0.104 0.086 0.146 0.033 0.186%** 0.166
(0.128) (0.108) (0.100) (0.133) (0.105) (0.099) (0.123) (0.060) (0.117) (0.092) (0.053) (0.142)
China Level2 -0.222 -0.132 -0.144 -0.331 -0.144 -0.142 0.245 -0.029 0.013 0.136 0.045 -0.021
(0.195) (0.186) (0.124) (0.256) (0.147) (0.123) (0.176) (0.096) (0.108) (0.121) (0.103) (0.123)
2-year window
China Levell 0.036 -0.160 -0.241 -0.106 -0.187 -0.241 0.242 0.102 0.129 0.092 0.182%** 0.125
(0.191) (0.160) (0.141) (0.201) (0.143) (0.139) (0.194) (0.075) (0.104) (0.133) (0.068) (0.126)
China Level2 -0.468 -0.358 -0.246 -0.640** -0.351 -0.238 0.076 -0.049 0.005 0.057 0.026 -0.036
(0.259) (0.245) (0.181) (0.322) (0.199) (0.180) (0.184) (0.132) (0.149) (0.120) (0.141) (0.166)
4-year window
China Levell -0.183 -0.399 -0.266 -0.463 -0.372 -0.260 0.473%* 0.204 0.271 0.248 0.201 0.252
(0.239) (0.212) (0.189) (0.249) (0.215) (0.184) (0.229) (0.118) (0.141) (0.195) (0.106) (0.164)
China Level2 -0.615 -0.479 -0.426 -0.873** -0.461 -0.417 -0.057 -0.086 0.093 -0.035 0.042 0.032
(0.327) (0.378) (0.273) (0.414) (0.315) (0.271) (0.187) (0.183) (0.176) (0.122) (0.200) (0.184)
Permanent window
China Levell 0.028 -0.351 0.177 -0.662 -0.127 0.188 1.104%** 0.365 0.059 0.710 0.480%** -0.013
(0.306) (0.387) (0.152) (0.487) (0.332) (0.149) (0.379) (0.289) (0.204) (0.571) (0.157) (0.224)
China Level2 -0.687 -0.642 -0.550 -1.038** -0.602 -0.539 0.349 -0.208 0.214 0.142 -0.068 0.179
(0.410) (0.475) (0.360) (0.511) (0.422) (0.356) (0.403) (0.254) (0.126) (0.191) (0.261) (0.128)
Observations 9,975 10,159 10,213 10,075 10,168 10,213 10,115 10,206 10,213 10,158 10,210 10,213
R-squared 0.94 0.93 0.96 0.94 0.94 0.96 0.96 0.93 0.96 0.96 0.94 0.97

Notes: Homo. = Homogenous Goods; Ref. = Referenced Priced goods; Diff. = Differenced goods. Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively
denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.18 OECD visits and China’s trade with OECD by Rauch Classification

Trade Exports Imports
Criteria Conservative Liberal Conservative Liberal
Type (1) Homo. (2) Ref. (3) Diff. (4) Homo. (5) Ref. (6) Diff. (7) Homo. (8) Ref. (9) Diff. (10) Homo. (11) Ref. (12) Diff.
1-year window10
OECD Levell -0.222 -0.242%** 0.002 -0.247 -0.167 0.006 0.051 -0.008 0.198*** 0.079 -0.061 0.191***
(0.139) (0.094) (0.063) (0.134) (0.087) (0.062) (0.131) (0.049) (0.052) (0.092) (0.074) (0.060)
OECD Level2 -0.188 -0.206 -0.161 -0.315 -0.258 -0.152 0.392%* 0.206** 0.084 0.212 0.203** 0.016
(0.225) (0.181) (0.119) (0.250) (0.151) (0.117) (0.185) (0.082) (0.110) (0.133) (0.081) (0.114)
2-year window
OECD Levell -0.353%%* -0.341%** 0.035 -0.350%** -0.245 0.041 -0.023 -0.001 0.217** 0.073 -0.060 0.225%*
(0.170) (0.120) (0.096) (0.145) (0.132) (0.096) (0.137) (0.059) (0.096) (0.095) (0.089) (0.110)
OECD Level2 -0.176 -0.194 -0.139 -0.258 -0.266 -0.128 0.861*** 0.234%** 0.216 0.491%%* 0.203 0.159
(0.264) (0.180) (0.119) (0.244) (0.168) (0.116) (0.198) (0.104) (0.138) (0.148) (0.121) (0.148)
4-year window
OECD Levell 0.0641 -0.078 -0.051 0.087 -0.104 -0.053 1.053%** 0.287** 0.387*%* 0.768%** 0.283*** 0.366%*
(0.218) (0.172) (0.153) (0.194) (0.176) (0.149) (0.270) (0.138) (0.149) (0.240) (0.108) (0.167)
OECD Level2 -0.146 0.153 -0.072 0.012 -0.047 -0.059 0.708*** 0.303 0.313 0.488** 0.276 0.267
(0.279) (0.220) (0.102) (0.257) (0.201) (0.098) (0.265) (0.231) (0.185) (0.192) (0.191) (0.199)
Permanent window
OECD Levell -0.149 -0.049 0.161 -0.317 0.082 0.162 0.599 0.798*** 0.604 0.758%** 0.712%%* 0.553
(0.435) (0.371) (0.273) (0.494) (0.330) (0.269) (0.354) (0.194) (0.367) (0.242) (0.207) (0.369)
OECD Level2 0.652%* 1.018*** 0.145 0.757** 0.602%** 0.142 1.311%%* 1.039%** 0.362 1.216%*** 0.759%** 0.309
(0.319) (0.388) (0.138) (0.349) (0.236) (0.137) (0.298) (0.199) (0.424) (0.207) (0.162) (0.444)
Observations 9,975 10,159 10,213 10,075 10,168 10,213 10,115 10,206 10,213 10,158 10,210 10,213
R-squared 0.94 0.93 0.96 0.94 0.94 0.96 0.96 0.93 0.97 0.96 0.94 0.97

Notes: Homo. = Homogenous Goods; Ref. = Referenced Priced goods; Diff. = Differenced goods. Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively
denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.19 Number of Chinese visits and China’s trade with OECD by Rauch Classification

Trade Exports Imports
Criteria Conservative Liberal Conservative Liberal
Type (1) Homo. (2) Ref. (3) Diff. (4) Homo. (5) Ref. (6) Diff. (7) Homo. (8) Ref. (9) Diff. (10) Homo. (11) Ref. (12) Diff.
1-year window

China Levell 0.040 0.002 -0.027 0.014 -0.001 -0.027 0.019 0.017 0.028 0.005 0.038*** 0.031
(0.027) (0.023) (0.021) (0.029) (0.022) (0.021) (0.023) (0.012) (0.024) (0.017) (0.011) (0.029)

China Level2 -0.018 -0.008 -0.033 -0.044 -0.014 -0.033 0.055 0.0003 0.009 0.029 0.020 0.003
(0.050) (0.042) (0.022) (0.061) (0.031) (0.022) (0.037) (0.019) (0.021) (0.024) (0.022) (0.023)

2-year window

China Levell 0.014 -0.026 -0.055 -0.017 -0.033 -0.056** 0.049 0.018 0.026 0.018 0.038%** 0.026
(0.047) (0.035) (0.029) (0.048) (0.030) (0.028) (0.034) (0.014) (0.024) (0.024) (0.014) (0.029)

China Level2 -0.055 -0.045 -0.052 -0.096 -0.048 -0.051 0.030 -0.005 0.009 0.014 0.019 0.002
(0.065) (0.053) (0.030) (0.074) (0.039) (0.029) (0.039) (0.025) (0.029) (0.025) (0.029) (0.032)

4-year windo

China Levell -0.013 -0.061 -0.056 -0.069 -0.057 -0.056 0.089** 0.033 0.060 0.044 0.042 0.057
(0.063) (0.048) (0.034) (0.060) (0.044) (0.034) (0.039) (0.021) (0.036) (0.033) (0.021) (0.042)

China Level2 -0.075 -0.066 -0.090%* -0.132 -0.071 -0.089%* 0.016 -0.013 0.010 -0.0001 0.026 -0.002
(0.087) (0.076) (0.040) (0.090) (0.057) (0.039) (0.043) (0.034) (0.039) (0.026) (0.044) (0.042)

Permanent window

China Levell 0.058 -0.061 -0.007 -0.105 -0.026 -0.005 0.231%%* 0.079 0.076 0.131 0.120%*** 0.061
(0.121) (0.085) (0.035) (0.114) (0.071) (0.035) (0.059) (0.055) (0.087) (0.093) (0.042) (0.098)

China Level2 -0.115 -0.102 -0.128%** -0.165 -0.113 -0.126%** 0.038 -0.045 0.012 -0.004 -0.009 -0.001
(0.085) (0.085) (0.049) (0.090) (0.066) (0.048) (0.076) (0.046) (0.047) (0.033) (0.052) (0.052)

Observations 9,975 10,159 10,213 10,075 10,168 10,213 10,115 10,206 10,213 10,158 10,210 10,213

R-squared 0.94 0.93 0.96 0.94 0.94 0.96 0.96 0.93 0.96 0.96 0.94 0.97

Notes: Homo. = Homogenous Goods; Ref. = Referenced Priced goods; Diff. = Differenced goods. Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively

denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.20 Number of OECD visits and China’s trade with OECD by Rauch Classification

Trade Exports Imports
Criteria Conservative Liberal Conservative Liberal
Type (1) Homo. (2) Ref. (3) Diff. (4) Homo. (5) Ref. (6) Diff. (7) Homo. (8) Ref. (9) Diff. (10) Homo. (11) Ref. (12) Diff.
1-year window
OECD Levell -0.050 -0.054%** 0.003 -0.055 -0.036 0.004 0.008 -0.002 0.046%** 0.015 -0.015 0.045%**
(0.034) (0.022) (0.013) (0.032) (0.020) (0.013) (0.028) (0.011) (0.012) (0.020) (0.017) (0.014)
OECD Level2 -0.025 -0.027 -0.038 -0.049 -0.041 -0.036 0.078** 0.033** 0.010 0.039 0.040%* -0.001
(0.058) (0.043) (0.024) (0.061) (0.034) (0.024) (0.037) (0.017) (0.022) (0.026) (0.017) (0.023)
2-year window
OECD Levell -0.076** -0.076%** 0.010 -0.078%* -0.053 0.012 -0.005 0.002 0.056** 0.015 -0.011 0.058%**
(0.037) (0.025) (0.020) (0.032) (0.028) (0.020) (0.026) (0.012) (0.022) (0.019) (0.020) (0.026)
OECD Level2 -0.027 -0.030 -0.038 -0.046 -0.045 -0.037 0.148*** 0.036 0.030 0.078*** 0.042 0.019
(0.064) (0.043) (0.025) (0.061) (0.036) (0.025) (0.041) (0.020) (0.025) (0.029) (0.022) (0.026)
4-year window
OECD Levell -0.053 -0.080%* 0.007 -0.059 -0.060 0.007 0.135%* 0.043 0.126** 0.127%*** 0.027 0.122%*
(0.055) (0.037) (0.037) (0.049) (0.038) (0.036) (0.062) (0.027) (0.052) (0.048) (0.031) (0.062)
OECD Level2 -0.022 0.007 -0.045 -0.030 -0.023 -0.044 0.175%* 0.043 0.028 0.086** 0.062 0.019
(0.097) (0.061) (0.026) (0.086) (0.045) (0.025) (0.072) (0.036) (0.030) (0.039) (0.037) (0.031)
Permanent window
OECD Levell -0.237 -0.208%* 0.021 -0.259%* -0.135 0.024 0.273 0.115 0.430%** 0.292%* 0.069 0.413%*
(0.141) (0.104) (0.103) (0.128) (0.102) (0.102) (0.221) (0.065) (0.172) (0.142) (0.087) (0.202)
OECD Level2 0.047 0.041 -0.070%* 0.012 -0.009 -0.070%* 0.273**%* 0.048 -0.031 0.139%** 0.075 -0.040
(0.152) (0.091) (0.032) (0.132) (0.061) (0.032) (0.101) (0.048) (0.047) (0.061) (0.054) (0.051)
Observations 9,975 10,159 10,213 10,075 10,168 10,213 10,115 10,206 10,213 10,158 10,210 10,213
R-squared 0.94 0.93 0.96 0.94 0.94 0.96 0.96 0.93 0.97 0.96 0.94 0.97

Notes: Homo. = Homogenous Goods; Ref. = Referenced Priced goods; Diff. = Differenced goods. Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively
denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.21 Exogeneity test of number of visits and China’s trade with OECD by Rauch Classification PPML Lag DV specification permanent window

Trade Exports Imports
Criteria Conservative Liberal Conservative Liberal
Type (1) Homo. (2) Ref. (3) Diff. (4) Homo. (5) Ref. (6) Diff. (7) Homo. (8) Ref. (9) Diff. (10) Homo. (11) Ref. (12) Diff.
Number of Chinese visits
China Levell -0.054 -0.064 0.047 -0.122 -0.035 0.050% 0.048 0.055 0.028 0.018 0.077* 0.013
(0.061) (0.055) (0.030) (0.064) (0.050) (0.030) (0.054) (0.045) (0.035) (0.058) (0.040) (0.039)
Forward lead 0.262 -0.010 -0.038 0.011 0.019 -0.041 0.233%%* 0.029 0.058 0.126 0.059 0.060
(0.219) (0.067) (0.047) (0.105) (0.057) (0.048) (0.062) (0.044) (0.081) (0.093) (0.042) (0.090)
China Level2 -0.105** -0.075 -0.098** -0.109** -0.105%** -0.097** -0.028 -0.050 -0.022 -0.029 -0.048 -0.035
(0.051) (0.045) (0.044) (0.043) (0.051) (0.043) (0.068) (0.036) (0.035) (0.031) (0.039) (0.040)
Forward lead -0.078 -0.073 -0.063** -0.120 -0.039 -0.062** 0.057 0.006 0.051 0.025 0.039 0.052
(0.068) (0.062) (0.029) (0.069) (0.041) (0.029) (0.047) (0.026) (0.032) (0.029) (0.041) (0.032)
Number of OECD visits
OECD Levell -0.057 0.005 0.044 -0.063 0.050 0.041 0.163 0.091** 0.047 0.133 0.090** 0.042
(0.074) (0.069) (0.053) (0.082) (0.066) (0.052) (0.187) (0.044) (0.050) (0.083) (0.044) (0.053)
Forward lead -0.241 -0.208%** -0.046 -0.293** -0.260** -0.040 0.259 0.057 0.547%%* 0.253 -0.011 0.544%*
(0.147) (0.104) (0.099) (0.117) (0.113) (0.098) (0.216) (0.089) (0.172) (0.164) (0.120) (0.217)
OECD Level2 0.027 0.063 -0.032 0.037 0.023 -0.030 0.133 0.068 -0.047 0.156* 0.045 -0.060
(0.086) (0.068) (0.042) (0.078) (0.058) (0.042) (0.117) (0.050) (0.046) (0.083) (0.049) (0.049)
Forward lead 0.007 -0.042 -0.031 -0.057 -0.09 -0.033 0.141 -0.017 0.026 -0.013 0.026 0.029
(0.172) (0.111) (0.059) (0.166) (0.086) (0.058) (0.121) (0.055) (0.059) (0.099) (0.056) (0.066)
Observations 8,148 8,301 8,353 8,234 8,310 8,353 8,258 8,346 8,353 8,299 8,350 8,353
R-squared 0.93 0.93 0.97 0.94 0.94 0.97 0.96 0.93 0.97 0.95 0.95 0.97

Notes: Homo. = Homogenous Goods; Ref. = Reference Priced goods; Diff. = Differenced goods. Standard errors are in parentheses, superscripts with ***,** ‘and * respectively
denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.22 Combined specification of number of Chinese visits on China’s exports of
conservative classified homogeneous goods to OECD

Specifications Lag DV* Pair FE Combined Auxiliary
Column (1) 2) 3) 4)
Dependent Variable lexport_mi lexport_mi Trns_export mi Trns_export mi_1
Export Lag 1 0.851%%**
(0.011)
China Level 1 (permanent) -0.033* -0.051
(0.019) (0.069)
China Level 2 (permanent) 0.018 0.044
(0.014) (0.050)
Trans Export Lag 1 0.507%%*
(0.020)
Trans China Level 1 (permanent) -0.023 -0.055
(0.043) (0.068)
Trans China Level 2 (permanent) 0.015 0.056
(0.031) (0.053)
Observations 10,064 10,125 10,064 10,064
R-squared 0.94 0.31 0.50 0.35

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.23 Combined specification of number of Chinese visits on China’s imports of
conservative classified homogeneous goods from OECD

Specifications Lag DV* Pair FE Combined Auxiliary
Column (1) 2) 3) 4)
Dependent Variable limport_mi limport_mi Trns_import mi Trns_import mi_1
Export Lag 1 0.815%**
(0.013)
China Level 1 (permanent) -0.010 0.044
(0.024) (0.043)
China Level 2 (permanent) 0.050%* 0.025
(0.021) (0.042)
Trans Export Lag 1 0.420%%**
(0.024)
Trans China Level 1 (permanent) 0.038 -0.014
(0.030) (0.053)
Trans China Level 2 (permanent) 0.010 0.045
(0.024) (0.058)
Observations 10,177 10,202 10,177 10,177
R-squared 0.94 0.35 0.47 0.37

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.24 Combined specification of number of OECD visits on China’s exports of
conservative classified homogeneous goods to OECD

Specifications Lag DV* Pair FE Combined Auxiliary
Column (1) 2) 3) 4)
Dependent Variable lexport_mi lexport_mi Trns_export mi Trns_export mi_1
Export Lag 1 0.851%%**
(0.011)
OECD Level 1 (permanent) 0.021 0.042
(0.034) (0.085)
OECD Level 2 (permanent) -0.003 -0.111%*
(0.026) (0.056)
Trans Export Lag 1 0.507%%*
(0.020)
Trans OECD Level 1 (permanent) 0.024 0.034
(0.057) (0.069)
Trans OECD Level 2 (permanent) -0.046 -0.125
(0.034) (0.079)
Observations 10,064 10,125 10,064 10,064
R-squared 0.94 0.31 0.50 0.35

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.25 Combined specification of number of OECD visits on China’s imports of
conservative classified homogeneous goods from OECD

Specifications Lag DV* Pair FE Combined Auxiliary
Column (1) 2) 3) 4)
Dependent Variable limport_mi limport_mi Trns_import mi Trns_import mi_1
Export Lag 1 0.815%**
(0.013)
OECD Level 1 (permanent) 0.055 -0.165%***
(0.035) (0.046)
OECD Level 2 (permanent) 0.024 0.039
(0.028) (0.050)
Trans Export Lag 1 0.419%**
(0.024)
Trans OECD Level 1 (permanent) -0.074* -0.2171%%*
(0.038) (0.055)
Trans OECD Level 2 (permanent) -0.005 0.060
(0.049) (0.062)
Observations 10,177 10,202 10,177 10,177
R-squared 0.94 0.35 0.47 0.38

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.26 Combined specification of number of visits and China’s trade with OECD by Rauch Classification

Trade Exports Imports
Criteria Conservative Liberal Conservative Liberal
Type Homo. Ref. Diff. Homo. Ref. Diff. Homo. Ref. Diff. Homo. Ref. Diff.

Number of Chinese visits

China Levell -0.004 -0.006 0.009 -0.013 0.009 0.010 0.044 0.001 0.006 0.025 0.0003 0.001

China Level2 -0.004 -0.003 -0.003 -0.001 -0.008 -0.004 -0.008 0.021 0.017 -0.024 0.028 0.014
Number of OECD visits

OECD Levell 0.012 -0.050 0.005 -0.024 -0.002 0.001 0.010* -0.035 -0.001 0.008 -0.026 -0.007

OECD Level2 -0.003 0.002 0.003 -0.041* 0.007 0.004 -0.029 -0.016 -0.001 0.036 -0.024 -0.001

Notes: Homo. = Homogenous Goods; Ref. = Reference Priced goods; Diff. = Differenced goods. Standard errors are in parentheses, superscripts with ***_ ** and * respectively
denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.27 Chinese visits and China’s trade with OECD by Technology Classification

Trade flow Exports Imports
Technology (1) Low (2) Medium-low (3) Medium-high (4) High (5) Low (6) Medium-low (7) Medium-high (8) High
1-year window
China Levell 0.071 0.060 -0.034 -0.238 0.050 0.173** 0.248 0.091
(0.085) (0.068) (0.067) (0.159) (0.093) (0.086) (0.138) (0.058)
China Level2 -0.083 0.021 0.007 -0.449%** 0.190 -0.007 -0.152 0.165
(0.104) (0.131) (0.108) (0.153) (0.189) (0.076) (0.108) (0.089)
2-year window
China Levell -0.047 0.001 -0.096 -0.496*** 0.204** 0.132 0.153 0.198**
(0.101) (0.108) (0.105) (0.182) (0.099) (0.087) (0.117) (0.084)
China Level2 -0.277%* -0.069 -0.018 -0.552%** 0.230 0.055 -0.304** 0.261**
(0.140) (0.171) (0.168) (0.184) (0.243) (0.144) (0.119) (0.130)
4-year window
China Levell -0.092 -0.062 -0.147 -0.508** 0.376%** 0.157 0.172 0.442%%*
(0.148) (0.169) (0.169) (0.205) (0.115) (0.120) (0.170) (0.128)
China Level2 -0.327 -0.139 -0.194 -0.758*** 0.289 0.058 -0.260%* 0.446**
(0.191) (0.292) (0.277) (0.248) (0.267) (0.188) (0.119) (0.178)
Permanent window
China Levell -0.109 0.040 0.258 0.219 0.457%** 0.344%%* -0.080 0.361%*
(0.200) (0.321) (0.172) (0.328) (0.169) (0.130) (0.219) (0.164)
China Level2 -0.390 -0.262 -0.378 -0.868** 0.183 0.374 -0.172%%* 0.525%%%*
(0.235) (0.354) (0.354) (0.356) (0.341) (0.204) (0.083) (0.189)
Observations 10,203 10,172 10,192 10,186 10,213 10,204 10,210 10,209
R-squared 0.95 0.94 0.96 0.91 0.95 0.96 0.96 0.93

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to

heteroscedasticity.
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Table 7.28 OECD visits and China’s trade with OECD by Technology Classification

Trade flow Exports Imports
Technology (1) Low (2) Medium-low (3) Medium-high (4) High (5) Low (6) Medium-low (7) Medium-high (8) High
1-year window
OECD Levell -0.011 -0.040 -0.050 0.083 0.063 -0.019 0.134 0.207%**
(0.054) (0.057) (0.060) (0.101) (0.075) (0.066) (0.074) (0.070)
OECD Level2 -0.063 0.079 -0.031 -0.511%** 0.530%** 0.132 -0.066 0.300%*
(0.103) (0.134) (0.115) (0.153) (0.122) (0.098) (0.091) (0.120)
2-year window
OECD Levell 0.024 -0.036 -0.026 0.090 0.089 0.138 0.044 0.278%%**
(0.083) (0.078) (0.064) (0.156) (0.110) (0.081) (0.127) (0.079)
OECD Level2 -0.049 0.129 -0.044 -0.441%** 0.552%%** 0.369%** 0.055 0.399%%**
(0.106) (0.151) (0.129) (0.151) (0.155) (0.100) (0.149) (0.139)
4-year window
OECD Levell 0.239 0.281 0.050 -0.419** 0.683*** 0.334%%* 0.272 0.430%**
(0.148) (0.148) (0.121) (0.176) (0.232) (0.143) (0.152) (0.154)
OECD Level2 0.013 0.227 -0.023 -0.300** 0.438%* 0.501%%** 0.169 0.353*
(0.125) (0.197) (0.136) (0.139) (0.196) (0.149) (0.214) (0.188)
Permanent window
OECD Levell 0.027 0.322 0.215 0.035 1.087%** 0.645%%* 0.420 0.594%%*
(0.199) (0.283) (0.240) (0.380) (0.349) (0.151) (0.355) (0.255)
OECD Level2 0.424 1.046** 0.349 -0.385 0.885%* 0.754%%** 0.365 0.458
(0.217) (0.438) (0.213) (0.288) (0.362) (0.234) (0.444) (0.350)
Observations 10,203 10,172 10,192 10,186 10,213 10,204 10,210 10,209
R-squared 0.95 0.94 0.96 0.91 0.95 0.96 0.96 0.93

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity.
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Table 7.29 Number of Chinese visits and China’s trade with OECD by Technology Classification

Trade flow Exports Imports
Technology (1) Low (2) Medium-low (3) Medium-high (4) High (5) Low (6) Medium-low (7) Medium-high (8) High
1-year window
China Levell 0.015 0.011 -0.010 -0.053 0.009 0.035%* 0.048 0.019
(0.018) (0.014) (0.014) (0.033) (0.019) (0.018) (0.028) (0.012)
China Level2 -0.006 0.011 0.004 -0.105%** 0.039 -0.0001 -0.009 0.027
(0.020) (0.026) (0.019) (0.026) (0.036) (0.014) (0.019) (0.020)
2-year window
China Levell -0.007 0.002 -0.023 -0.109%*** 0.036 0.028 0.038 0.035
(0.023) 0.021) (0.019) (0.037) (0.021) (0.018) (0.026) (0.019)
China Level2 -0.040 -0.002 0.003 -0.126%** 0.046 0.013 -0.035 0.042
(0.026) (0.032) (0.028) (0.026) (0.046) (0.025) (0.023) (0.027)
4-year window
China Levell -0.007 -0.005 -0.030 -0.103%*%** 0.057%** 0.032 0.067 0.071%*
(0.033) (0.031) (0.028) (0.037) (0.024) (0.027) (0.042) (0.029)
China Level2 -0.063 -0.010 -0.022 -0.169%*** 0.071 0.016 -0.048 0.063
(0.034) (0.051) (0.044) (0.028) (0.058) (0.036) (0.028) (0.040)
Permanent window
China Levell 0.010 0.014 0.019 -0.042 0.100%** 0.078 0.103 0.089
(0.051) (0.062) (0.031) (0.066) (0.047) (0.047) (0.104) (0.054)
China Level2 -0.094** -0.033 -0.059 -0.206*** 0.064 0.041 -0.067 0.084
(0.037) (0.064) (0.057) (0.035) (0.085) (0.042) (0.037) (0.046)
Observations 10,203 10,172 10,192 10,186 10,213 10,204 10,210 10,209
R-squared 0.95 0.94 0.96 0.92 0.95 0.96 0.96 0.93

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to

heteroscedasticity.
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Table 7.30 Number of OECD visits and China’s trade with OECD by Technology Classification

Trade flow Exports Imports
Technology (1) Low (2) Medium-low (3) Medium-high (4) High (5) Low (6) Medium-low (7) Medium-high (8) High
1-year window
OECD Levell -0.001 -0.009 -0.011 0.026 0.013 -0.004 0.035 0.045%%**
(0.012) (0.013) (0.013) (0.022) (0.017) (0.016) (0.018) (0.015)
OECD Level2 -0.011 0.020 -0.003 -0.117%%* 0.098%%** 0.025 -0.015 0.045
(0.020) (0.028) (0.021) (0.031) (0.025) (0.020) (0.020) (0.026)
2-year window
OECD Levell 0.007 -0.009 -0.008 0.033 0.018 0.030 0.025 0.064%%**
(0.018) (0.017) (0.015) (0.032) (0.023) (0.018) (0.032) (0.016)
OECD Level2 -0.010 0.027 -0.004 -0.117%%* 0.110%** 0.055%** -0.0001 0.063**
(0.021) (0.032) (0.025) (0.031) (0.031) (0.021) (0.024) (0.032)
4-year window
OECD Levell 0.033 0.021 -0.014 -0.014 0.102%* 0.067 0.089 0.141%%**
(0.033) (0.028) (0.028) (0.054) (0.047) (0.040) (0.060) (0.045)
OECD Level2 -0.012 0.043 0.002 -0.132%%* 0.120%* 0.082%** -0.004 0.060
(0.025) (0.040) (0.029) (0.030) (0.049) (0.028) (0.027) (0.044)
Permanent window
OECD Levell -0.015 -0.006 -0.044 0.034 0.302%* 0.256** 0.232 0.569%%**
(0.079) (0.080) (0.079) (0.159) (0.144) (0.129) (0.199) (0.153)
OECD Level2 -0.015 0.084 0.020 -0.204*** 0.134 0.096** -0.060 0.027
(0.048) (0.057) (0.033) (0.038) (0.075) (0.042) (0.064) (0.046)
Observations 10,203 10,172 10,192 10,186 10,213 10,204 10,210 10,209
R-squared 0.95 0.94 0.96 0.92 0.95 0.96 0.96 0.93

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity.

332



Table 7.31 Exogeneity test of Number of visits and China’s trade with OECD by Technology of PPML Lag DV specification permanent window

Trade flow Exports Imports
Technology (1) Low (2) Medium-low (3) Medium-high (4) High (5) Low (6) Medium-low (7) Medium-high (8) High
Chinese visits
China Levell -0.034 -0.019 0.007 0.108%%* 0.094*%** 0.044 -0.001 0.076**
(0.035) (0.051) (0.027) (0.049) (0.033) (0.032) (0.040) (0.032)
Forward lead 0.064 0.038 0.029 -0.146 0.0004 0.050 0.121 0.003
(0.048) (0.044) (0.038) (0.086) (0.070) (0.046) (0.099) (0.054)
China Level2 -0.105%** -0.050 -0.076 -0.126%*** 0.040 -0.002 -0.096*** 0.048
(0.029) (0.039) (0.046) (0.041) (0.056) (0.038) (0.031) (0.029)
Forward lead -0.021 -0.008 0.006 -0.119%** 0.041 0.054 0.039 0.049
(0.031) (0.049) (0.033) (0.031) (0.061) (0.037) (0.027) (0.043)
OECD visits
OECD Levell 0.021 0.044 0.040 0.020 0.134%%* 0.066 0.037 0.032
(0.045) (0.050) (0.041) (0.074) (0.068) (0.036) (0.046) (0.055)
Forward lead -0.078 -0.078 -0.155 0.050 0.273 0.322 0.334 0.681%**
(0.097) (0.087) (0.090) (0.205) (0.205) (0.186) (0.280) (0.153)
OECD Level2 -0.053 0.010 -0.028 -0.042 0.047 0.127%* -0.066 -0.036
(0.039) (0.054) (0.050) (0.069) (0.062) (0.062) (0.055) (0.050)
Forward lead 0.036 0.078 0.071 -0.194** 0.097 -0.044 -0.003 0.087
(0.065) (0.083) (0.066) (0.082) (0.078) (0.070) (0.092) (0.066)
Observations 8,343 8,314 8,332 8,326 8,353 8,346 8,350 8,349
R-squared 0.95 0.95 0.96 0.93 0.95 0.96 0.97 0.93

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity.
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Table 7.32 Combined specification of number of Chinese visits on China’s exports of
high technology manufacturing to OECD

Specifications Lag DV* Pair FE Combined Auxiliary
Column (1) 2) 3) 4)
Dependent Variable lexport_mi lexport_mi Trns_export mi Trns_export mi_1
Export Lag 1 0.796%**
(0.019)
China Level 1 (permanent) -0.013 0.050%*
(0.029) (0.028)
China Level 2 (permanent) -0.013 -0.015
(0.016) (0.029)
Trans Export Lag 1 0.426%**
(0.035)
Trans China Level 1 (permanent) 0.040%*** 0.024
(0.015) (0.035)
Trans China Level 2 (permanent) -0.005 -0.023
(0.016) (0.038)
Observations 10,211 10,220 10,211 10,211
R-squared 0.96 0.33 0.47 0.37

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.33 Combined specification of number of Chinese visits on China’s imports of
high technology manufacturing from OECD

Specifications Lag DV* Pair FE Combined Auxiliary
Column (1) 2) 3) 4)
Dependent Variable limport_mi limport_mi Trns_import mi Trns_import mi_1
Export Lag 1 0.843%**
(0.012)
China Level 1 (permanent) 0.009 -0.056
(0.016) (0.038)
China Level 2 (permanent) 0.037*** 0.005
(0.012) (0.025)
Trans Export Lag 1 0.486%**
(0.027)
Trans China Level 1 (permanent) -0.022 -0.071*
(0.023) (0.037)
Trans China Level 2 (permanent) 0.012 -0.015
(0.015) (0.032)
Observations 10,221 10,226 10,221 10,221
R-squared 0.97 0.45 0.59 0.49

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.34 Combined specification of number of OECD visits on China’s exports of
high technology manufacturing to OECD

Specifications Lag DV* Pair FE Combined Auxiliary
Column (1) 2) 3) 4)
Dependent Variable lexport_mi lexport_mi Trns_export mi Trns_export mi_1
Export Lag 1 0.796%**
(0.019)
OECD Level 1 (permanent) 0.017 0.051
(0.023) (0.038)
OECD Level 2 (permanent) -0.013 0.052
(0.014) (0.045)
Trans Export Lag 1 0.426%**
(0.035)
Trans OECD Level 1 (permanent) 0.026 0.064
(0.022) (0.041)
Trans OECD Level 2 (permanent) 0.029 0.054
(0.024) (0.054)
Observations 10,211 10,220 10,211 10,211
R-squared 0.96 0.33 0.47 0.38

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.35 Combined specification of number of OECD visits on China’s imports of
high technology manufacturing from OECD

Specifications Lag DV* Pair FE Combined Auxiliary
Column (1) 2) 3) 4)
Dependent Variable limport_mi limport_mi Trns_import mi Trns_import mi_1
Export Lag 1 0.844%%**
(0.012)
OECD Level 1 (permanent) 0.031 -0.032
(0.020) (0.046)
OECD Level 2 (permanent) -0.006 -0.031
(0.012) (0.042)
Trans Export Lag 1 0.487%**
(0.027)
Trans OECD Level 1 (permanent) -0.033 0.002
(0.030) (0.045)
Trans OECD Level 2 (permanent) -0.037 0.011
(0.024) (0.048)
Observations 10,221 10,226 10,221 10,221
R-squared 0.97 0.45 0.59 0.49

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 7.36 Combined specification of number of diplomatic visits and China’s trade with OECD by technology classification

Trade flow Exports Imports
Technology Low Medium-low  Medium-high High Low Medium-low  Medium-high High
Chinese visits
China Levell 0.001 -0.021 -0.002 0.031%** 0.018** -0.018 -0.012 0.003
China Level2 0.012 -0.017 -0.009 0.004 0.003 0.017 0.0003 0.017
OECD visits
OECD Levell -0.019 0.011 0.007 0.002 0.011 -0.022 0.003 -0.034
OECD Level2 -0.002 0.008 -0.004 0.009 0.008** -0.024 -0.001* -0.041

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust

to heteroscedasticity.
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Table 8.1 Chinese Outward visits and OECD FDI Outward Stock to China

Log-linearized PPML
Specification (1) Gravity @ CF"];‘““y (3)LagDV (4 PairFE  (5)Gravity O CF‘Em"y (7) Lag DV

Dependent Variable

Ifdi outward  1fdi outward Ifdi outwar Ifdi outwar

fdi_outward st

fdi_outward

fdi_outward

_stock _stock d stock d stock ock stock stock
1-year window
China Levell -0.014 -0.029 -0.008 -0.038 0.087 0.035 0.092
(0.055) (0.075) (0.068) (0.072) (0.102) (0.152) (0.137)
China Level2 0.082 0.016 -0.090 -0.019 0.129 -0.058 0.178
(0.103) (0.132) (0.056) (0.132) (0.267) (0.209) (0.166)
2-year window
China Levell 2 year -0.180* -0.158* -0.029 -0.180%* 0.115 0.026 0.145
(0.101) (0.086) (0.061) (0.085) (0.159) (0.199) (0.123)
China Level2_2 year 0.110 0.065 -0.117 0.008 0.176 0.044 0.192
(0.153) (0.192) (0.086) (0.192) (0.311) (0.254) (0.233)
4-year window
China Levell 4 year -0.493* -0.453%* -0.061 -0.480%* 0.277 0.223 0.386%*
(0.261) (0.210) (0.085) (0.214) (0.233) (0.227) (0.169)
China Level2_4 year 0.158 0.007 -0.170 -0.087 0.049 0.046 0.018
(0.242) (0.259) (0.137) (0.250) (0.337) (0.252) (0.216)
Permanent window
China Levell_permanent -0.513%* -0.756%** -0.016 -0.818%*** 0.183 0.433 0.503
(0.234) (0.291) (0.081) (0.293) (0.376) (0.328) (0.346)
China Level2_permanent 0.253 -0.117 -0.194 -0.231 0.124 0.167 0.296*
(0.288) (0.317) (0.165) (0.305) (0.295) (0.243) (0.162)
Observations 7,576 7,576 5,732 7,576 8,312 8,312 6,335
R-squared 0.71 0.81 0.96 0.44 0.75 0.87 0.92

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 8.2 Number of Chinese Outward visits and OECD FDI Outward Stock to China

Log-linearized PPML
Specification (1) Gravity @ CFOE“n“y (3)LagDV (4 PairFE  (5)Gravity O CFOE“n“y (7) Lag DV
Dependent Variable Ifdi outward  1fdi outward Ifdi outward Ifdi outward  fdi outward fdi_outward fdi_outward
_stock _stock _stock _stock _stock _stock _stock
1-year window
China Levell -0.003 -0.006 -0.002 -0.008 0.017 0.004 0.017
(0.012) (0.016) (0.014) (0.015) (0.020) (0.028) (0.027)
China Level2 0.016 0.003 -0.015 -0.004 0.015 -0.031 0.029
(0.019) (0.024) (0.010) (0.024) (0.049) (0.043) (0.031)
2-year window
China Levell 2 year -0.038* -0.035* -0.005 -0.040%* 0.021 -0.002 0.026
(0.021) (0.018) (0.013) (0.018) (0.031) (0.040) (0.028)
China Level2_2 year 0.018 0.007 -0.019 -0.005 0.018 -0.023 0.029
(0.027) (0.033) (0.015) (0.033) (0.050) (0.047) (0.041)
4-year window
China Levell 4 year -0.100* -0.096%* -0.010 -0.105%* 0.050 0.027 0.079*
(0.054) (0.045) (0.016) (0.046) (0.048) (0.052) (0.044)
China Level2_4 year 0.029 -0.008 -0.025 -0.031 -0.002 -0.038 -0.009
(0.040) (0.045) (0.022) (0.044) (0.053) (0.058) (0.050)
Permanent window
China Levell_permanent -0.096* -0.177%* 0.002 -0.204%** 0.033 0.041 0.130
(0.050) (0.071) (0.014) (0.072) (0.075) (0.089) (0.091)
China Level2_permanent 0.054 -0.057 -0.026 -0.097* 0.012 -0.024 0.015
(0.047) (0.059) (0.027) (0.059) (0.055) (0.069) (0.053)
Observations 7,576 7,576 5,732 7,576 8,312 8,312 6,335
R-squared 0.71 0.81 0.96 0.44 0.75 0.87 0.92

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 8.3 OECD Inward visits and OECD FDI Outward Stock to China

Log-linearized PPML
Specification (1) Gravity @ CF"Eumry (3)LagDV  (4)PairFE  (5)Gravity O CF"Eumry (7) Lag DV
Dependent Variable Ifdi outward  1fdi outward 1fdi outward 1fdi outward  fdi outward  fdi outward fdi_outward
_stock _stock _stock _stock _stock _stock _stock
1-year window
OECD Levell -0.151 -0.154 -0.054 -0.167 0.242 0.377*%* 0.119*
(0.105) (0.116) (0.067) (0.117) (0.149) (0.164) (0.066)
OECD Level2 0.054 0.090 -0.020 0.087 0.216 0.084 0.318%*
(0.079) (0.077) (0.045) (0.075) (0.276) (0.229) (0.150)
2-year window
OECD Levell 2 year -0.278* -0.254 -0.012 -0.280* 0.267** 0.501%** 0.139
(0.143) (0.166) (0.067) (0.167) (0.133) (0.161) (0.104)
OECD Level2 2 year 0.174* 0.205%* -0.025 0.202* 0.212 0.131 0.443%%%*
(0.102) (0.114) (0.092) (0.112) (0.305) (0.231) (0.154)
4-year window
OECD Levell 4 year -0.394%** -0.466 0.166 -0.507* -0.015 0.030 0.231
(0.189) (0.307) (0.110) (0.305) (0.273) (0.234) (0.183)
OECD Level2 4 year -0.016 0.063 -0.129 0.034 0.345 0.271 0.448%*
(0.127) (0.108) (0.112) (0.110) (0.305) (0.243) (0.177)
Permanent window
OECD Levell permanent 0.060 -0.373 0.365%* -0.385 0.133 0.091 0.277
(0.653) (0.739) (0.184) (0.725) (0.505) (0.236) (0.247)
OECD Level2_permanent -0.427 -0.424 0.049 -0.487 0.105 0.022 0.125
(0.331) (0.295) (0.082) (0.312) (0.392) (0.295) (0.285)
Observations 7,576 7,576 5,732 7,576 8,312 8,312 6,335
R-squared 0.71 0.81 0.96 0.44 0.75 0.87 0.92

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 8.4 Number of OECD Inward visits and OECD FDI Outward Stock to China

Log-linearized

PPML

Specification (1) Gravity CF"];‘““y (3)LagDV (4 PairFE  (5)Gravity (O CF"];‘““y (7) Lag DV
Dependent Variable Ifdi outward Ifdi outward Ifdi outward Ifdi outward fdi outward  fdi outward  fdi outward
_stock _stock _stock _stock _stock _stock _stock
1-year window
OECD Levell -0.033 -0.034 -0.036 -0.011 0.058* 0.087** 0.030*
(0.022) (0.025) (0.025) (0.014) (0.034) (0.035) (0.016)
OECD Level2 0.010 0.018 0.016 -0.003 0.029 -0.006 0.051%*
(0.015) (0.016) (0.015) (0.009) (0.050) (0.043) (0.029)
2-year window
OECD Levell 2 year -0.060%** -0.055 -0.002 -0.061* 0.070%** 0.120%** 0.043*
(0.030) (0.035) (0.014) (0.035) (0.034) (0.034) (0.026)
OECD Level2 2 year 0.032* 0.039* -0.005 0.037* 0.0214 -0.004 0.067**
(0.019) (0.023) (0.017) (0.022) (0.050) (0.043) (0.030)
4-year window
OECD Levell 4 year -0.081%** -0.097 0.035 -0.109* 0.076 0.226 0.139
(0.039) (0.063) (0.021) (0.062) (0.086) (0.161) (0.091)
OECD Level2 4 year -0.005 0.004 -0.026 -0.004 0.003 -0.027 0.063
(0.022) (0.019) (0.021) (0.020) (0.057) (0.060) (0.040)
Permanent window
OECD Levell_permanent 0.024 -0.086 0.064 -0.106 0.124 0.802%* 0.593%*
(0.121) (0.140) (0.039) (0.135) (0.133) (0.365) (0.265)
OECD Level2_permanent -0.047 -0.074 -0.004 -0.105 -0.050 -0.105 0.030
(0.065) (0.061) (0.014) (0.070) (0.086) (0.078) (0.059)
Observations 7,576 7,576 5,732 7,576 8,312 8,312 6,335
R-squared 0.71 0.81 0.96 0.44 0.75 0.87 0.92

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 8.5 Chinese Outward visits and OECD FDI outflow to China

Log-linearized PPML
Specification (1) Gravity @ CF"E““Y (3)LagDV (4 PairFE  (5)Gravity CF"E““Y (7) Lag DV
Dependent Variable Ifdi_outflow Ifdi outflow  Ifdi outflow  Ifdi outflow fdi_outflow fdi_outflow fdi_outflow
1-year window
China Levell 0.164 0.123 -0.150 -0.039 0.489%* 0.579%* 0.419*
(0.147) (0.139) (0.157) (0.130) (0.251) (0.242) (0.250)
China Level2 0.172 -0.071 -0.101 -0.234%* 0.699** 0.345%* 0.381
(0.140) (0.135) (0.158) (0.118) (0.296) (0.210) (0.245)
2-year window
China Levell 2 year 0.098 -0.026 -0.113 -0.208 0.662%* 0.508 0.248
(0.175) (0.172) (0.161) (0.171) (0.281) (0.335) (0.336)
China Level2_2 year 0.346%* 0.056 -0.086 -0.209 0.828** 0.617* 0.591
(0.160) (0.176) (0.224) (0.163) (0.417) (0.319) (0.486)
4-year window
China Levell 4 year 0.168 0.111 0.010 -0.078 1.067%** 1.072%* 0.648
(0.200) (0.166) (0.150) (0.168) (0.328) (0.418) (0.408)
China Level2_4 year 0.398%* 0.222 0.004 -0.051 0.571 0.465 0.588
(0.218) (0.216) (0.271) (0.211) (0.474) (0.314) (0.580)
Permanent window
China Levell permanent 0.477* 0.561%* 0.079 0.298 1.289%** 1.641%%* 1.269%**
(0.246) (0.234) (0.226) (0.240) (0.414) (0.453) (0.629)
China Level2 permanent 0.382% 0.431* -0.038 0.168 0.407 0.826%* 1.200*
(0.215) (0.246) (0.282) (0.256) (0.426) (0.376) (0.643)
Observations 5,792 5,792 2,490 5,792 6,618 6,616 3,134
R-squared 0.64 0.74 0.82 0.28 0.46 0.64 0.76

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 8.6 Number of Chinese Outward visits and OECD FDI outflow to China

Log-linearized PPML
Specification (1) Gravity @ CFOE“n“y (3)LagDV (4 PairFE  (5)Gravity O CFOE“n“y (7) Lag DV
Dependent Variable Ifdi_outflow Ifdi outflow  Ifdi outflow  1fdi outflow fdi_outflow fdi_outflow fdi_outflow
1-year window
China Levell 0.036 0.026 -0.035 -0.010 0.093* 0.112%* 0.084*
(0.032) (0.030) (0.033) (0.028) (0.050) (0.049) (0.051)
China Level2 0.039 -0.008 -0.011 -0.045* 0.135%* 0.075%* 0.096%**
(0.028) (0.027) (0.031) (0.025) (0.055) (0.043) (0.046)
2-year window
China Levell 2 year 0.024 -0.004 -0.025 -0.048 0.126%* 0.094 0.040
(0.037) (0.037) (0.032) (0.038) (0.055) (0.068) (0.065)
China Level2_2 year 0.066%** 0.005 -0.005 -0.055* 0.139%* 0.117* 0.149
(0.030) (0.034) (0.042) (0.032) (0.069) (0.062) (0.091)
4-year window
China Levell 4 year 0.039 0.024 -0.0003 -0.028 0.186%** 0.181%* 0.086
(0.042) (0.035) (0.031) (0.036) (0.068) (0.085) (0.095)
China Level2_4 year 0.085%* 0.052 0.037 -0.022 0.105 0.111 0.212
(0.039) (0.042) (0.047) (0.043) (0.078) (0.077) (0.149)
Permanent window
China Levell_permanent 0.091* 0.113%* 0.014 0.022 0.22]%*%* 0.257%%%* 0.199
(0.053) (0.053) (0.042) (0.057) (0.078) (0.091) (0.137)
China Level2_permanent 0.090%* 0.099%* 0.035 0.011 0.067 0.113 0.235%
(0.042) (0.048) (0.043) (0.059) (0.075) (0.091) (0.122)
Observations 5,792 5,792 2,490 5,792 6,618 6,616 3,134
R-squared 0.64 0.74 0.82 0.28 0.46 0.64 0.76

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 8.7 OECD Inward visits and OECD FDI outflow to China

Log-linearized PPML
Specification () Gravity @ CFogmry (3)LagDV  (4)PairFE  (5)Gravity ) CFogmry (7) Lag DV
Dependent Variable Ifdi_outflow Ifdi outflow  Ifdi outflow  Ifdi outflow fdi_outflow fdi_outflow fdi_outflow
1-year window
OECD Levell 0.027 0.108 -0.056 -0.053 0.245%* 0.235 -0.093
(0.130) (0.132) (0.187) (0.124) (0.129) (0.168) (0.155)
OECD Level2 0.065 0.034 -0.098 -0.076 0.976%** 0.794%*%* 0.693%**
(0.169) (0.179) (0.176) (0.193) (0.299) (0.282) (0.338)
2-year window
OECD Levell 2 year 0.049 0.161 -0.061 -0.069 0.202 0.191 -0.402
(0.169) (0.195) (0.220) (0.193) (0.237) (0.246) (0.254)
OECD Level2 2 year 0.150 0.126 0.275 0.041 1.136%** 0.844%** 1.219%%%*
(0.170) (0.163) (0.191) (0.176) (0.362) (0.217) (0.402)
4-year window
OECD Levell 4 year 0.126 0.302 0.210 0.081 0.656** 0.754 -0.321
(0.278) (0.313) (0.284) (0.340) (0.334) (0.557) (0.268)
OECD Level2 4 year -0.008 0.264 0.046 0.241 0.792%* 0.414 0.339
(0.228) (0.189) (0.212) (0.205) (0.454) (0.343) (0.317)
Permanent window
OECD Levell_permanent 0.309 0.556 -0.138 0.351 1.252% 0.684 0.282
0.411) (0.541) (0.477) (0.614) (0.679) (0.590) (0.611)
OECD Level2_permanent 0.214 0.302 0.390 0.563 0.161 -0.073 -0.400
(0.361) (0.344) (0.372) (0.468) (0.400) (0.366) (0.497)
Observations 5,792 5,792 2,490 5,792 6,618 6,616 3,134
R-squared 0.64 0.74 0.82 0.28 0.46 0.64 0.76

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 8.8 Number of OECD Inward visits and OECD FDI outflow to China

Log-linearized PPML
Specification (1) Gravity CF"];‘““y (3)LagDV (4 PairFE  (5)Gravity O CF"];‘““y (7) Lag DV
Dependent Variable Ifdi outflow  Ifdi outflow  Ifdi outflow Ifdi outflow  fdi outflow fdi_outflow fdi_outflow
1-year window
OECD Levell 0.004 0.022 -0.012 -0.013 0.055* 0.057 -0.016
(0.027) (0.028) (0.039) (0.026) (0.029) (0.037) (0.032)
OECD Level2 0.019 0.010 -0.010 -0.015 0.175%** 0.131%** 0.127**
(0.033) (0.036) (0.034) (0.040) (0.053) (0.050) (0.057)
2-year window
OECD Levell 2 year 0.008 0.035 -0.009 -0.016 0.056 0.060 -0.051
(0.035) (0.040) (0.044) (0.040) (0.045) (0.049) (0.051)
OECD Level2 2 year 0.038 0.031 0.048 0.008 0.184%** 0.139%** 0.194%%*%*
(0.033) (0.034) (0.033) (0.038) (0.058) (0.045) (0.066)
4-year window
OECD Levell 4 year 0.025 0.070 0.041 0.015 0.148 0.204* -0.021
(0.055) (0.062) (0.056) (0.068) (0.095) (0.122) (0.087)
OECD Level2 4 year 0.018 0.062 0.013 0.043 0.133 0.117 0.179%**
(0.042) (0.038) (0.035) (0.043) (0.081) (0.078) (0.078)
Permanent window
OECD Levell permanent 0.082 0.166 0.008 0.082 0.150 0.882%*%* 0.402
(0.080) (0.114) (0.091) (0.134) (0.184) (0.314) (0.298)
OECD Level2 permanent 0.079 0.090 0.075 0.077 0.120 0.107 0.282%*
(0.060) (0.066) (0.052) (0.104) (0.133) (0.116) (0.142)
Observations 5,792 5,792 2,490 5,792 6,618 6,616 3,134
R-squared 0.64 0.74 0.82 0.28 0.46 0.64 0.76
Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting

significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.

347



Table 8.9 Exogeneity Test for Number of Visits and FDI Outward Stock

Loglinear PPML
Specification Gravity Country FE Lag DV Pair FE Gravity Country FE Lag DV
China Outward Visits
China_First level -0.172%** -0.200%** -0.014 -0.224%** -0.027 0.061 0.029
(0.063) (0.063) (0.023) (0.064) (0.051) (0.044) (0.037)
forward Lead 0.001 0.105* 0.021 0.077 0.068 0.014 0.126
(3-year lead) (0.056) (0.057) (0.027) (0.054) (0.105) (0.119) (0.130)
China_Second level -0.049 -0.098* -0.040 -0.127%* 0.019 0.012 -0.017
(0.047) (0.056) (0.027) (0.061) (0.062) (0.063) (0.052)
forward Lead 0.280 0.280* 0.017 0.218 -0.014 -0.026 0.047
(3-year lead) (0.173) (0.170) (0.025) (0.171) (0.072) (0.069) (0.048)
OECD Inward Visits
OECD First level 0.055 -0.002 0.040 -0.025 -0.100 -0.094 -0.067
(0.121) (0.101) (0.037) (0.094) (0.062) (0.060) (0.067)
forward Lead -0.183 -0.381%%* 0.045 -0.434%* 0.211 0.985%** 0.676%*
(3-year lead) (0.124) (0.179) (0.085) (0.175) (0.167) (0.343) (0.297)
OECD_Second level -0.102 -0.128%%* 0.021 -0.156%* 0.056 0.011 -0.019
(0.070) (0.065) (0.017) (0.071) (0.085) (0.067) (0.064)
forward Lead 0.145 0.089 -0.042 0.052 -0.098 -0.083 0.119
(3-year lead) (0.106) (0.079) (0.032) (0.059) (0.137) (0.102) (0.107)
Observations 5,367 5,367 3,750 5,367 5,931 5,931 4,193
R-squared 0.73 0.82 0.97 0.40 0.77 0.88 0.92

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 8.10 Exogeneity Test for Number of Visits and FDI Outflow

Loglinear PPML
Specification Gravity Country FE Lag DV Pair FE Gravity Country FE Lag DV
China Outward Visits
China_First level 0.001 -0.006 -0.001 -0.051 -0.019 0.022 0.004
(0.065) (0.061) (0.058) (0.068) (0.054) (0.073) (0.099)
forward Lead 0.040 0.249%** 0.070 0.199%** 0.3227%** 0.367** 0.413
(3-year lead) (0.105) (0.070) (0.090) (0.072) (0.124) (0.151) (0.284)
China_Second level 0.057 0.030 0.015 0.002 0.122 0.093 0.095
(0.054) (0.052) (0.046) (0.059) (0.078) (0.109) (0.124)
forward Lead 0.057 0.282 -0.045 0.199 -0.160* -0.043 -0.020
(3-year lead) (0.129) (0.174) (0.096) (0.212) (0.093) (0.117) (0.114)
OECD Inward Visits
OECD _First level 0.088 0.160 0.087 0.059 -0.151 -0.166 -0.322%
(0.126) (0.111) (0.127) (0.130) (0.111) (0.144) (0.182)
forward Lead -0.098 -0.011 -0.292 -0.238* 0.187 1.217%** 1.116%%*
(3-year lead) (0.132) (0.147) (0.280) (0.143) (0.226) (0.419) (0.420)
OECD_Second level 0.156 0.143 0.018 0.133 0.052 0.034 0.042
(0.099) (0.101) (0.057) (0.116) (0.094) (0.105) (0.203)
forward Lead -0.132 -0.065 0.144 -0.365%** 0.107 0.183 0.435
(3-year lead) (0.134) (0.167) (0.098) (0.071) (0.184) (0.188) (0.275)
Observations 4,283 4,283 1,855 4,283 4,947 4,945 2,334
R-squared 0.66 0.74 0.82 0.27 0.45 0.61 0.73

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 8.11 Combined Specification China outward visits on FDI Outward Stock

SPECIFICATIONS Lag DV* Pair FE COMBINED AUXILIARY
DEPENDENT VARIABLES FDI (S);JJ&ARD FDI S;JOT(\:;}/(ARD TRNS F;)TI géJKTWARD TRNSSTFODCI ISILJ,IXARD
FDI OUTWARD STOCK LAG 1 0.8747%
(0.0111)
CHINA LEVEL 1 (PERMANENT) -0.00125 -0.204%5
(0.0179) (0.0722)
CHINA LEVEL 2 (PERMANENT) 0.00428 -0.0965*
(0.0132) (0.0585)
TRNS FDI OUTWiARD STOCK LAG 0,504+
(0.0281)
ALy
(0.0548) (0.0582)
N
(0.0340) (0.0655)
CONSTANT -34.09% -111.4 7.576 2.504
(17.73) (7.199¢+07) (7.894) (2.696)
OBSERVATIONS 7,066 7,576 6,543 6,871
R-SQUARED 0.438 0.569

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting

significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 8.12 Combined Specification OECD Inward Visits on FDI Outward Stock

SPECIFICATIONS Lag DV* Pair FE COMBINED AUXILIARY

FDI OUTWARD FDI OUTWARD TRNS FDI OUTWARD TRNS FDI OUTWARD

DEPENDENT VARIABLES STOCK STOCK STOCK STOCK LAG1
FDI OUTWARD STOCK LAG 1 0.874%%*
(0.0111)
OECD LEVEL | (PERMANENT) 0.0789%* -0.106
(0.0343) (0.135)
OECD LEVEL 2 (PERMANENT) 0.00142 -0.105
(0.0162) (0.0697)
TRNS FDI OUTWARD STOCK 0.504%%%
LAG 1 :
(0.0286)
TRNS OECD LEVEL 1
(PERMANENT) 0.00807 -0.222
(0.122) (0.138)
TRNS OECD LEVEL 2 "
(PERMANENT) -0.0557 -0.113
0.0391) (0.0642)
CONSTANT -33.74% -110.3 7.528 2.474
(17.73) (7.264¢+07) (7.898) (2.697)
OBSERVATIONS 7,066 7,576 6,543 6,871
R-SQUARED 0.437 0.568

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 8.13 Combined Specification China outward visits on FDI Outflow

SPECIFICATIONS Lag DV* Pair FE COMBINED AUXILIARY
DEPENDENT VARIABLES FDI OUTFLOW FDI OUTFLOW SII}IT\II?LFO% TRNS F?;%?TFLOW
FDI OUTFLOW LAG 1 0.458%
(0.0212)
CHINA LEVEL | (PERMANENT) 0.104%* 0.0220
(0.0484) (0.0564)
CHINA LEVEL 2 (PERMANENT) 0.0467 0.0108
(0.0327) (0.0586)
TRNS FDI OUTFLOW LAG 1 0.0274
(0.0206)
TRNS CHINA LEVEL | (PERMANENT) -0.0396 (1.310)
(0.0731) -0.00132
TRNS CHINA LEVEL 2 (PERMANENT) 0.00184 (0.0761)
(0.0661) 0.0675
CONSTANT 7,053 45.71% 15.53
(4,970) (26.21) (21.29)
OBSERVATIONS 4173 5,792 4173 5,753
R-SQUARED 0.276 0.304

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.

352



Table 8.14 Combined Specification OECD Inward Visits on FDI Outflow

SPECIFICATIONS Lag DV* Pair FE COMBINED AUXILIARY
DEPENDENT VARIABLES FDI OUTFLOW FDI OUTFLOW SII}IT\IFSL%%I\, TRNS F?;%?TFLOW
FDI OUTFLOW LAG 1 0.458% %
(0.0211)
OECD LEVEL 1 (PERMANENT) 0.165%** 0.0818
(0.0610) (0.134)
OECD LEVEL 2 (PERMANENT) 0.0417 0.0773
(0.0492) (0.104)
TRNS FDI OUTFLOW LAG 1 0.0275
(0.0206)
TRNS OECD LEVEL 1 (PERMANENT) -0.0197 -0.197
(0.120) (0.122)
TRNS OECD LEVEL 2 (PERMANENT) -0.0374 0.101
(0.0945) (0.123)
CONSTANT 7,056 45.66* 15.53
(4,970) (26.21) (21.29)
OBSERVATIONS 4,173 5,792 4,173 5,753
R-SQUARED 0.276 0.304

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 8.15 Year of 2004 OECD Inward Visits and OECD FDI Outward Stock to China

Log-linearized

PPML

(5) Country

Specification (1) Gravity @ CF(Emtry (3) Lag DV (4) Gravity FE (6) Lag DV
Dependent Variable Ifdi_outflow Ifdi_outflow Ifdi_outflow fdi_outflow fdi_outflow fdi_outflow
2004
OECD Levell 0.850%* 1.274%* 0.181 0.922%** 0.490 0.526
(0.470) (0.653) (0.143) (0.342) (0.409) (0.365)
OECD Level2 0.523 0.558 -0.017 2.247%* 0.630%* 0.699**
(0.554) (0.706) (0.117) (0.959) (0.362) (0.329)
Observations 668 668 496 747 747 560
R-squared 0.71 0.83 0.98 0.69 0.90 0.96
2004-2005
OECD Levell 2 year 0.563 1.135% 0.122 0.269 0.524 0.437
(0.528) (0.639) (0.095) (0.338) (0.406) (0.342)
OECD Level2 2 year 0.354 0.574 0.055 1.178* 0.640%* 0.681**
(0.512) (0.681) (0.101) (0.621) (0.354) (0.296)
Observations 1,322 1,322 1,022 1,466 1,466 1,149
R-squared 0.74 0.82 0.97 0.77 0.90 0.94
2004-2007
OECD Levell 4 year 0.980%** 1.184%* 0.101 0.584* 0.486 0.376
(0.417) (0.461) (0.113) (0.325) (0.356) (0.314)
OECD Level2 4 year 0.594 0.497 -0.129 1.321%* 0.666** 0.673%*%*
(0.425) (0.494) (0.111) (0.777) (0.280) (0.251)
Observations 2,674 2,674 2,122 2,948 2,948 2,392
R-squared 0.73 0.81 0.96 0.70 0.90 0.92
2004-2012
OECD Levell_permanent 0.598 1.036%** 0.100 0.334 0.564* 0.407*
(0.473) (0.368) (0.080) (0.334) (0.303) (0.231)
OECD Level2_permanent 0.327 0.245 -0.011 -0.044 0.553%%* 0.601%**
(0.415) (0.387) (0.074) (0.441) (0.254) (0.197)
Observations 6,352 6,352 5,278 6,926 6,926 5,843
R-squared 0.70 0.81 0.96 0.62 0.87 0.92

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting

significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 8.16 Year of 2004 Number of OECD Inward Visits and OECD FDI Outward

Stock to China

Log-linearized PPML
Specification (1) Gravity @ Cchmtry (3) Lag DV (4) Gravity ©) (i?ol; ntry (6) Lag DV
Dependent Variable Ifdi outward st Ifdi outward s  Ifdi outward st fdi outward  fdi outward st  fdi outward st
ock tock ock stock ock ock
2004
OECD Levell 0.189* 0.280* 0.039 0.308%** 0.075 0.146
(0.105) (0.146) (0.030) (0.107) (0.118) (0.095)
OECD Level2 0.084 0.098 -0.002 0.343%* 0.032 0.125%*
(0.105) (0.137) (0.022) (0.143) (0.079) (0.060)
Observations 668 668 496 747 747 560
R-squared 0.71 0.83 0.98 0.69 0.90 0.96
2004-2005
OECD Levell 2 year 0.126 0.250* 0.027 0.103 0.097 0.125
(0.116) (0.143) (0.021) (0.092) (0.109) (0.088)
OECD Level2 2 year 0.052 0.101 0.011 0.168 0.051 0.120%**
(0.096) (0.133) (0.019) (0.103) (0.073) (0.053)
Observations 1,322 1,322 1,022 1,466 1,466 1,149
R-squared 0.74 0.82 0.97 0.77 0.90 0.94
2004-2007
OECD Levell 4 year 0.219%* 0.260%** 0.021 0.182* 0.092 0.112
(0.091) (0.103) (0.025) (0.100) (0.096) (0.079)
OECD Level2_4 year 0.108 0.088 -0.023 0.201 0.056 0.121%*
(0.079) (0.096) (0.021) (0.123) (0.065) (0.047)
Observations 2,674 2,674 2,122 2,948 2,948 2,392
R-squared 0.73 0.81 0.96 0.70 0.90 0.92
2004-2012
OECD Levell_permanent 0.133 0.227%%%* 0.021 0.066 0.101 0.100%*
(0.103) (0.081) (0.018) (0.082) (0.081) (0.059)
OECD Level2_permanent 0.059 0.050 -0.003 -0.021 0.036 0.087**
(0.078) (0.072) (0.014) (0.073) (0.060) (0.038)
Observations 6,352 6,352 5,278 6,926 6,926 5,843
R-squared 0.70 0.81 0.96 0.63 0.87 0.92

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 8.17 Year of 2004 OECD Inward Visits and OECD FDI Outflow to China

Log-linearized

PPML

Specification (1) Gravity @ (i:o;ntry (3) Lag DV (4) Gravity (5) Country FE (6) Lag DV
Dependent Variable Ifdi_outflow Ifdi_outflow Ifdi_outflow fdi_outflow fdi_outflow fdi_outflow
2004
OECD Levell 0.937 1.427%%* 0.232 0.551 0.096 -0.732
(0.752) (0.675) (0.440) (0.566) (0.431) (0.556)
OECD Level2 1.169* 1.233* 0.057 2.93]%** 1.127%* 1.795*
(0.656) (0.668) (0.361) (1.056) (0.514) (0.981)
Observations 549 549 219 660 660 283
R-squared 0.63 0.79 0.89 0.56 0.83 0.93
2004-2005
OECD Levell 2 year 0.525 1.070%* 0.273 0.540 0.348 0.177
(0.588) (0.474) (0.316) (0.464) (0.418) (0.465)
OECD Level2 2 year 0.702 0.866* 0.557 1.246%* 1.249%** 1.287%%*
(0.486) (0.473) (0.370) (0.626) (0.430) (0.524)
Observations 1,097 1,097 452 1,286 1,286 570
R-squared 0.68 0.76 0.85 0.33 0.73 0.91
2004-2007
OECD Levell 4 year 0.844%* 1.102%%%* 0.366 0.463 0.137 0.106
(0.483) (0.395) (0.262) (0.420) (0.393) (0.346)
OECD Level2 4 year 1.223%%%* 1.279%%% 0.501* 1.302% 1.313%** 1.192%*%*
(0.404) (0.411) (0.282) (0.732) (0.380) (0.426)
Observations 2,234 2,234 970 2,584 2,584 1,265
R-squared 0.65 0.75 0.82 0.36 0.65 0.80
2004-2012
OECD Levell_permanent 0.878%* 1.137%%% 0.350* 0.502 0.185 0.087
(0.458) (0.362) (0.205) (0.377) (0.357) (0.315)
OECD Level2_permanent 0.859%* 0.831%* 0.241 0.560 0.961%* 0.851%%*
(0.378) (0.366) (0.224) (0.428) (0.420) (0.361)
Observations 4,816 4,816 2,088 5,453 5,453 2,720
R-squared 0.63 0.73 0.81 0.33 0.63 0.76

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting

significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 8.18 Year of 2004 Number of OECD Inward Visits and OECD FDI Outflow to

China
Log-linearized PPML
Specification (1) Gravity @ CF‘LImtry (3) Lag DV (4) Gravity ©) CFogntry (6) Lag DV
Dependent Variable Ifdi outward st Ifdi outward s 1fdi outward s fdi outward st fdi outward st  fdi outward st
ock tock tock ock ock ock
2004
OECD Levell 0.215 0.323%* 0.0521 0.271%* -0.0265 -0.0782
(0.163) (0.149) (0.100) (0.142) (0.128) (0.113)
OECD Level2 0.233* 0.248* 0.014 0.409%*%* 0.0677 0.219*
(0.121) (0.127) (0.064) (0.144) (0.104) (0.120)
Observations 549 549 219 660 660 283
R-squared 0.631 0.789 0.891 0.553 0.832 0.930
2004-2005
OECD Levell 2 year 0.119 0.239%* 0.073 0.162 0.083 0.075
(0.129) (0.105) (0.072) (0.116) (0.117) (0.106)
OECD Level2 2 year 0.133 0.168* 0.076 0.198* 0.162%* 0.148
(0.093) (0.092) (0.073) (0.101) (0.091) (0.098)
Observations 1,097 1,097 452 1,286 1,286 570
R-squared 0.68 0.76 0.85 0.328 0.732 0.911
2004-2007
OECD Levell 4 year 0.193* 0.249%*%* 0.088 0.146 0.037 0.083
(0.105) (0.088) (0.060) (0.117) (0.108) (0.080)
OECD Level2_4 year 0.238%** 0.248%*%* 0.091%* 0.209* 0.164* 0.220%**
(0.077) (0.080) (0.054) (0.118) (0.087) (0.071)
Observations 2,234 2,234 970 2,584 2,584 1,265
R-squared 0.65 0.75 0.82 0.36 0.64 0.80
2004-2012
OECD Levell _permanent 0.197** 0.254%%%* 0.081%* 0.125 0.053 0.055
(0.100) (0.080) (0.046) (0.092) (0.095) (0.072)
OECD Level2_permanent 0.167** 0.168%** 0.058 0.102 0.151%* 0.187%*%*
(0.071) (0.069) (0.044) (0.076) (0.076) (0.065)
Observations 4,816 4,816 2,088 5,453 5,453 2,720
R-squared 0.63 0.73 0.81 0.33 0.63 0.76

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting
significance at the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table 8.19 Robustness checks of diplomatic visits and OECD outward FDI stock in China using PPML Lag DV specification

Chinese visits to the OECD OECD visits to China
Baseline “Greater China” China’s inward Economic- Baseline 2004 OECD “Greater China” China’s inward Economic-
(1) 2) FDI Stock (3) related Visits (4) 5) visits (6) (7) FDI Stock (8) related Visits (9)
DV FDI outstock FDI outstock FDI instock FDI outstock FDI outstock FDI outstock FDI outstock FDI instock FDI outstock
1-year window
First level 0.092 0.195%* 0.256%* 0.196* 0.119* 0.526 0.062 0.114 0.150%*
(0.137) (0.087) (0.125) (0.104) (0.066) (0.365) (0.054) (0.086) (0.062)
Second level 0.178 0.248%* 0.396%#* -0.309%* 0.318%* 0.699%** 0.493 %% 0.936%** 0.011
(0.166) (0.111) (0.118) (0.146) (0.150) (0.329) (0.145) (0.221) (0.117)
2-year window
First level 0.145 0.316%** 0.494%** 0.229%* 0.139 0.437 0.072 0.171 0.200*
(0.123) (0.114) (0.192) (0.109) (0.104) (0.342) (0.073) (0.120) (0.104)
Second level 0.192 0.265%* 0.424 %% -0.310%** 0.443 %% 0.681%* 0.422%%* 1.082%#* 0.005
(0.233) (0.161) (0.157) (0.136) (0.154) (0.296) (0.119) (0.259) (0.099)
4-year window
First level 0.386** 0.437%%%* 1.020%%** 0.437%%* 0.231 0.376 0.348%* 0.838%* 0.179
(0.169) (0.159) (0.340) (0.169) (0.183) (0.314) (0.154) (0.405) (0.202)
Second level 0.018 0.231 0.324%* -0.243 0.448%* 0.673%#%* 0.182 0.846%** 0.082
(0.216) (0.208) (0.167) (0.152) (0.177) (0.251) (0.138) (0.269) (0.139)
Permanent window
First level 0.503 0.280 2.442%%* 0.586 0.277 0.407* 0.419* 1.444%%%* 0.218
(0.346) (0.258) (0.311) (0.384) (0.247) (0.231) (0.233) (0.259) (0.256)
Second level 0.296* 0.251 0.589%#* -0.150 0.125 0.601%** -0.237 2.600%** 0.106
(0.162) (0.194) (0.219) (0.305) (0.285) (0.197) (0.270) (0.819) (0.199)
Observations 6,335 6,820 6,506 6,335 6,335 (persrf;r?ent) 6,320 6,506 6,335
R-squared 0.92 0.92 091 0.92 0.92 0.92 0.92 091 0.92

Note: Standard errors are in parentheses, superscripts with ***, ** and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity. The combined specification is only available for the permanent window. 2004 OECD inward visits to China only permanent window observations and R-

squared is presented.
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Table 8.20 Robustness checks of diplomatic visits and OECD FDI outflows to China using PPML Lag DV specification

Chinese visits to the OECD

OECD visits to China

Baseline “Greater China” China’s FDI Econo.m-ic- Baseline (5) V?s()i(t)jtoo??giza “Greater China” (?hina’s FDI Econo_m-ic-
(1) 2) inflows (3) related Visits (4) ) (7) inflows (8) related Visits (9)
DV FDI outflows FDI outflows FDI inflows FDI outflows FDI outflows FDI outflows FDI outflows FDI outflows FDI outflows
1-year window
First level 0.419* 0.403* 0.348* 0.542%* -0.093 -0.732 0.021 0.225 0.032
(0.250) (0.218) (0.184) (0.243) (0.155) (0.556) (0.144) (0.141) (0.171)
Second level 0.381 0.204 0.158 -0.394* 0.693** 1.795%* 0.653%** 0.841%** 0.227
(0.245) (0.155) (0.167) (0.210) (0.338) (0.981) (0.210) (0.269) (0.301)
2-year window
First level 0.248 0.538* 0.182 0.371 -0.402 0.177 0.085 0.232 -0.003
(0.336) (0.295) (0.255) (0.343) (0.254) (0.465) (0.170) (0.177) (0.255)
Second level 0.591 0.544%* 0.329 -0.178 1.219%** 1.287%%* 0.953%** 0.949%** 0.309
(0.486) (0.221) (0.248) (0.176) (0.402) (0.524) (0.272) (0.313) (0.270)
4-year window
First level 0.648 0.874%* 0.817** 0.721 -0.321 0.106 0.434 -0.018 -0.434*
(0.408) (0.389) (0.366) (0.439) (0.268) (0.346) (0.401) (0.352) (0.246)
Second level 0.588 0.982%** 0.506* 0.179 0.339 1.192%*%* 1.036%** 1.209%** 0.558%*
(0.580) (0.231) (0.273) (0.208) (0.317) (0.426) (0.357) (0.335) (0.290)
Permanent window
First level 1.269%* 1.326%*%* 2.268%** 0.965 0.282 0.087 2.612%** 1.424%%%* 0.057
(0.629) (0.377) (0.314) (0.613) (0.611) (0.315) (0.371) (0.381) (0.657)
Second level 1.200%* 1.296%** 0.703%*%* 0.620 -0.400 0.851%* 1.096%** 2.240%* 0.402
(0.643) (0.323) (0.265) (0.440) (0.497) (0.361) (0.358) (1.063) (0.299)
Observations 3,134 3,141 3,093 3,134 3,134 (perzr,r?jr?ent) 3,141 3,093 3,134
R-squared 0.76 0.76 0.70 0.76 0.76 0.76 0.76 0.70 0.76

Note: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity. The combined specification is only available for the permanent window. 2004 OECD inward visits to China only permanent window observations and R-

squared is presented.
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Table 8.21 Robustness checks of number of diplomatic visits and OECD outward FDI stock in China using PPML Lag DV specification

Chinese visits to the OECD OECD visits to China
Baseline “Greater China” China’s inward Economic- Baseline 2004 OECD “Greater China” China’s inward Economic-
(1) 2) FDI Stock (3) related Visits (4) 5) visits (6) (7) FDI Stock (8) related Visits (9)
DV FDI outstock FDI outstock FDI instock FDI outstock FDI outstock FDI outstock FDI outstock FDI instock FDI outstock
1-year window
First level 0.017 0.038%** 0.054%* 0.043%* 0.030* 0.146 0.015 0.028 0.037%%%*
(0.027) (0.018) (0.025) (0.021) (0.016) (0.095) (0.012) (0.020) (0.014)
Second level 0.029 0.046** 0.074 %% -0.066** 0.051* 0.125%* 0.082%#* 0.149%#* 0.005
(0.031) (0.022) (0.025) (0.031) (0.029) (0.060) (0.027) (0.039) (0.023)
2-year window
First level 0.026 0.060** 0.096** 0.051%* 0.043* 0.125 0.020 0.049%* 0.052%*
(0.028) (0.024) (0.038) (0.024) (0.026) (0.088) (0.017) (0.024) (0.025)
Second level 0.029 0.047 0.079%#* -0.065%* 0.067** 0.120%* 0.079%** 0.177%%%* 0.001
(0.041) (0.029) (0.030) (0.028) (0.030) (0.053) (0.026) (0.046) (0.019)
4-year window
First level 0.079* 0.097%#* 0.190%** 0.096** 0.139 0.112 0.074* 0.191%* 0.148
(0.044) (0.033) (0.066) (0.040) (0.091) (0.079) (0.042) (0.091) (0.090)
Second level -0.009 0.031 0.068* -0.054* 0.063 0.121%* 0.052 0.190%** 0.006
(0.050) (0.035) (0.036) (0.029) (0.040) (0.047) (0.036) (0.063) (0.024)
Permanent window
First level 0.130 0.143%* 0.417%%%* 0.173* 0.593%* 0.100* 0.093 0.590%* 0.636%*
(0.091) (0.064) (0.090) (0.101) (0.265) (0.059) (0.110) (0.233) (0.248)
Second level 0.015 0.023 0.060 -0.053 0.030 0.087%* 0.002 0.254 %% 0.020
(0.053) (0.036) (0.043) (0.054) (0.059) (0.038) (0.061) (0.099) (0.032)
Observations 6,335 6,820 6,506 6,335 6,335 (persrf:r?ent) 6,320 6,506 6,335
R-squared 0.92 0.92 091 0.92 0.92 0.92 0.92 091 0.92

Note: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity. The combined specification is only available for the permanent window. 2004 OECD inward visits to China only permanent window observations and R-

squared is presented.
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Table 8.22 Robustness checks of number of diplomatic visits and OECD FDI outflow to China using PPML Lag DV specification

Chinese visits to the OECD

OECD visits to China

2004 OECD

Baseline “Greater China” China’s FDI Econo.m-ic- Baseline (5) visits to China “Greater China” (?hina’s FDI Econo_m-ic-
(1) 2) inflows (3) related Visits (4) ) (7) inflows (8) related Visits (9)
DV FDI outflows FDI outflows FDI inflows FDI outflows FDI outflows FDI outflows FDI outflows FDI outflows FDI outflows
1-year window
First level 0.084* 0.083* 0.070* 0.114%* -0.016 -0.0782 0.005 0.048 0.013
(0.051) (0.045) (0.039) (0.053) (0.032) (0.113) (0.030) (0.030) (0.035)
Second level 0.096** 0.042 0.012 -0.083* 0.127%* 0.219* 0.114%%* 0.108%** 0.053
(0.046) (0.026) (0.034) (0.045) (0.057) (0.120) (0.039) (0.049) (0.057)
2-year window
First level 0.040 0.111%* 0.030 0.074 -0.051 0.075 0.029 0.063* 0.015
(0.065) (0.060) (0.054) (0.071) (0.051) (0.106) (0.032) (0.037) (0.052)
Second level 0.149 0.099%** 0.047 -0.036 0.194%*%* 0.148 0.163%** 0.117%* 0.065
(0.091) (0.036) (0.045) (0.037) (0.066) (0.098) (0.051) (0.056) (0.048)
4-year window
First level 0.086 0.155%* 0.110 0.130 -0.021 0.083 0.099 0.101 0.006
(0.095) (0.080) (0.070) (0.095) (0.087) (0.080) (0.101) (0.112) (0.091)
Second level 0.212 0.182%*%* 0.076 0.048 0.179%** 0.220%** 0.188%** 0.153* 0.100*
(0.149) (0.043) (0.057) (0.040) (0.078) (0.071) (0.072) (0.081) (0.051)
Permanent window
First level 0.199 0.262* 0.237%*%* 0.216 0.402 0.055 0.479* 0.866%** 0.682%*
(0.137) (0.158) (0.090) (0.160) (0.298) (0.072) (0.245) (0.354) (0.302)
Second level 0.235%* 0.204%%*%* 0.087 0.120 0.282%* 0.187%*%* 0.189 0.172 0.090*
(0.122) (0.060) (0.063) (0.080) (0.142) (0.065) (0.117) (0.136) (0.051)
Observations 3,134 3,206 3,093 3,134 3,134 (perzr,r?jr?ent) 3,141 3,093 3,134
R-squared 0.76 0.76 0.70 0.76 0.76 0.76 0.76 0.70 0.76

Note: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at the 1%, 5% and 10% levels. Standard errors are robust to
heteroscedasticity. The combined specification is only available for the permanent window. 2004 OECD inward visits to China only permanent window observations and R-

squared is presented.
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Appendix

Table A1 HS 2002 Sections

General Rules for the interpretation of the Harmonized System

HS 2002 Sections

Section Notes (HS 2002 Chapters)

Section 1

Live animals; Animal products

01 Live animals.
02 Meat and edible meat offal.
03 Fish and crustaceans, molluscs and other aquatic
invertebrates.
04 Dairy produce; birds' eggs; natural honey; edible
products of animal origin, not elsewhere specified or
included.
05 Products of animal origin, not elsewhere specified or
included.

Section 2

Vegetable products

06 Live trees and other plants; bulbs, roots and the
like; cut flowers and ornamental foliage.
07 Edible vegetables and certain roots and tubers.
08 Edible fruit and nuts; peel of citrus fruit or melons.
09 Coffee, tea, mate and spices.
10 Cereals.
11 Products of the milling industry; malt; starches; inulin;
wheat gluten.
12 Oil seeds and oleaginous fruits; miscellaneous
grains, seeds and fruit; industrial or medicinal plants;
straw and fodder.
13 Lac; gums, resins and other vegetable saps and
extracts.
14 Vegetable plaiting materials; vegetable products not
elsewhere specified or included.

Section3

Animal or vegetable fats and
oil and their cleavage products;
prepared edible fats; animal or
vegetable waxes

15 Animal or vegetable fats and oils and their
cleavage products; prepared edible fats; animal or
vegetable waxes.

Section 4

Prepared foodstuffs;
beverages, spirits and vinegar;

16 Preparations of meat, of fish or of crustaceans,
molluscs or other aquatic invertebrates.
17 Sugars and sugar confectionery.
18 Cocoa and cocoa preparations.
19 Preparations of cereals, flour, starch or milk; pastry
cooks' products.
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tobacco and manufactured tobacco
substitutes

20 Preparations of vegetables, fruit, nuts or other parts
of plants.

21 Miscellaneous edible preparations.

22 Beverages, spirits and vinegar.

23 Residues and waste from the food industries;
prepared animal fodder.

24 Tobacco and manufactured tobacco substitutes.

Section 5

Mineral products

25 Salt; sulphur; earths and stone; plastering
materials, lime and cement.
26 Ores, slag and ash.
27 Mineral fuels, mineral oils and products of their
distillation; bituminous substances; mineral waxes.

Section 6

Products of the chemical or
allied industries

28 Inorganic chemicals; organic or inorganic
compounds of precious metals, of rare-earth metals, of
radioactive elements or of isotopes.

29 Organic chemicals.

30 Pharmaceutical products.

31 Fertilisers.

32 Tanning or dyeing extracts; tannins and their
derivatives; dyes, pigments and other colouring matter;
paints and varnishes; putty and other mastics; inks.

33 Essential oils and resinoids; perfumery, cosmetic or
toilet preparations.

34 Soap, organic surface-active agents, washing
preparations, lubricating preparations, artificial waxes,
prepared waxes, polishing or scouring preparations,
candles and similar articles, modelling pastes, "dental
waxes" and dental preparations with a basis of plaster.
35 Albuminoidal substances; modified starches; glues;
enzymes.

36 Explosives; pyrotechnic products; matches;
pyrophoric alloys; certain combustible preparations.
37 Photographic or cinematographic goods.

38 Miscellaneous chemical products.

Section 7

Plastics and articles thereof;
rubber and articles thereof.

39 Plastics and articles thereof
40 Rubber and articles thereof

Section 8

Raw hides and skins, leather,
furskins and articles thereof;
saddlery and harness; travel
goods, handbags and similar
containers; articles of animal gut
(other than silk-worm gut)

41 Raw hides and skins (other than furskins) and
leather.
42 Articles of leather; saddlery and harness; travel
goods, handbags and similar containers; articles of
animal gut (other than silk-worm gut).
43 Furskins and artificial fur; manufactures thereof.
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Section 9

Wood and articles of wood;
wood charcoal; cork and articles of
cork; manufactures of straw, of
esparto or of other plaiting
materials; basketware and
wickerwork

44 \Wood and articles of wood; wood charcoal,
45 Cork and articles of cork.
46 Manufactures of straw, of esparto or of other plaiting
materials; basketware and wickerwork.

Section 10

Pulp of wood or of other
fibrous cellulosic material;
recovered (waste and scrap) paper
or paperboard; paper and
paperboard and articles thereof

47 Pulp of wood or of other fibrous cellulosic
material; recovered (waste and scrap) paper or
paperboard.

48 Paper and paperboard; articles of paper pulp, of
paper or of paperboard.

49 Printed books, newspapers, pictures and other
products of the printing industry; manuscripts,
typescripts and plans.

Section 11

Textiles and textile articles

50 Silk.
51 Wool, fine or coarse animal hair; horsehair yarn and
woven fabric.
52 Cotton,
53 Other vegetable textile fibres; paper yarn and woven
fabrics of paper yarn.
54 Man-made filaments.
55 Man-made staple fibres.
56 Wadding, felt and nonwovens; special yarns; twine,
cordage, ropes and cables and articles thereof
57 Carpets and other textile floor coverings.
58 Special woven fabrics; tufted textile fabrics; lace;
tapestries; trimmings; embroidery.
59 Impregnated, coated, covered or laminated textile
fabrics; textile articles of a kind suitable for industrial
use.
60 Knitted or crocheted fabrics.
61 Articles of apparel and clothing accessories, knitted
or crocheted.
62 Articles of apparel and clothing accessories, not
knitted or crocheted.
63 Other made up textile articles; sets; worn clothing
and worn textile articles; rags.

Section 12

Footwear, headgear,
umbrellas, sun umbrellas, walking-
sticks, seat-sticks, whips, riding-
crops and parts thereof; prepared
feathers and articles made

64 Footwear, gaiters and the like; parts of such
articles,
65 Headgear and parts thereof
66 Umbrellas, sun umbrellas, walking-sticks, seat-sticks,
whips, riding-crops and parts thereof
67 Prepared feathers and down and articles made of
feathers or of down; artificial flowers; articles of human
hair.
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therewith; article flowers; articles of
human hair

Section 13

Articles of stone, plaster,
cement, asbestos, mica or similar
materials; ceramic products; glass
and glassware

68 Articles of stone, plaster, cement, asbestos, mica
or similar materials.
69 Ceramic products.
70 Glass and glassware.

Section 14

Natural or cultured pearls,
precious or semi-precious stone,
precious metals, metals clad with
precious metal and articles thereof;
imitation jewellery; coin

71 Natural or cultured pearls, precious or semi-
precious stones, precious metals, metals clad with
precious metal and articles thereof; imitation, jewellery;
coin.

Section 15

Base metals and articles of
base metal

72 Iron and steel.
73 Articles of iron or steel.
74 Copper and articles thereof
75 Nickel and articles thereof.
76 Aluminium and articles thereof
77 (Reserved for possible future use in the Harmonized
System)
78 Lead and articles thereof
79 Zinc and articles thereof.
80 Tin and articles thereof.
81 Other base metals; cermets; articles thereof.
82 Tools, implements, cutlery, spoons and forks, of base
metal; parts thereof of base metal.
83 Miscellaneous articles of base metal.

Section 16

Machinery and mechanical
appliances; electrical equipment;
parts thereof; sound recorders and
reproducers, television image and
sound recorders and reproducers,
and parts and accessories or such
articles

84 Nuclear reactors, boilers, machinery and
mechanical appliances; parts thereof
85 Electrical machinery and equipment and parts
thereof; sound recorders and reproducers, television
image and sound recorders and reproducers, and parts
and accessories of such articles,

Section 17

Vehicles, aircraft, vessels and
associated transport equipment

86 Railway or tramway locomotives, rolling-stock
and parts thereat railway or tramway track fixtures and
fittings and parts thereof; mechanical (including electro-
mechanical) traffic signalling equipment of all kinds.

87 Vehicles other than railway or tramway rolling-stock,
and parts and accessories thereof.
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88 Aircraft, spacecraft, and parts thereof.
89 Ships, boats and floating structures.

Section 18

Optical, photographic,
cinematographic, measuring,
checking, precision, medical or
surgical instruments and
apparatus; clocks and watches;
musical instruments; parts and
accessories thereof

90 Optical, photographic, cinematographic,
measuring, checking, precision, medical or surgical
instruments and apparatus; parts and accessories
thereof
91 Clocks and watches and parts thereof.

92 Musical instruments; parts and accessories of such
articles

Section 19

Arm and ammunition; parts
and accessories thereof

93 Arms and ammunition; parts and accessories
thereof.

Section 20

Miscellaneous manufactured
articles

94 Furniture; bedding, mattresses, mattress
supports, cushions and similar stuffed furnishings; lamps
and lighting fittings, not elsewhere specified or included;
illuminated signs, illuminated nameplates and the like;
prefabricated buildings.

95 Toys, games and sports requisites; parts and
accessories thereof
96 Miscellaneous manufactured articles.

Section 21

Works of art, collectors’ pieces
and antiques

97 Works of art, collectors' pieces and antiques.
98 (Reserved for special uses by Contracting Parties)

99 (Reserved for special uses by Contracting
Parties)

Source: United Nations International Trade Statistics Knowledgebase.
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Table A2 Gravity equation estimates of Chinese visits and China’s exports

Log-linear ‘ PPML (missing)
Specification Gr(alv)ity Cour(jr)y FE Lagl))v Pa(ij)FE Gr(asv)ity © CFOII:mtry Lagl))v
Dependent Variable lexport lexport lexport lexport export export export
Ln_Distance -1.416%** -1.834%%* -0.405%** -0.683%** (. 775%*%*  (.714%**
(0.019) 0.021) (0.010) (0.052) (0.033) (0.031)
Ln_GDP_Exporter 1.191%%* 0.468%** 0.102%** 0.473%%* 0.772%** 0.502%** 0.588%**
(0.010) (0.034) 0.021) (0.034) (0.028) (0.048) (0.043)
Ln_GDP_Importer 0.852%%** 0.872%** 0.220%** 0.864%** 0.789%** 0.529%** 0.532%**
(0.009) (0.084) (0.050) (0.084) (0.032) (0.104) (0.176)
Ln_Population_Exporter 0.064%%** 0.240%** 0.155%* 0.236%** 0.031 0.104 0.089
(0.011) (0.091) (0.062) (0.091) (0.042) (0.234) (0.230)
Ln_Population_Importer -0.003 -0.396 -0.023 -0.406 0.036 -0.405 1.486**
(0.011) (0.272) (0.160) (0.274) (0.043) (0.651) (0.750)
Chinese first level visits 0.073%* 0.027 -0.034 0.050* 0.326%** 0.029 -0.077
(0.029) (0.028) (0.023) (0.027) (0.109) (0.066) (0.047)
Chinese second level
visits 0.093%** -0.020 -0.028 -0.012 0.568%*** -0.020 -0.099*
(0.020) (0.022) (0.021) (0.022) (0.184) (0.093) (0.056)
Contiguity 1.110%%** 0.732%** 0.116%** 0.707%** 0.565%** 0.419%**
(0.099) (0.107) (0.026) (0.137) (0.066) (0.059)
Common Language 0.799%%** 0.635%** 0.134%** 0.463%** 0.095 0.075
(0.045) (0.044) (0.014) (0.141) (0.066) (0.059)
Common Colonizer 0.617%%* 0.598%** 0.153%** 0.896%** 0.277%* 0.278%*
(0.057) (0.055) (0.019) (0.243) (0.131) (0.122)
Colony relation 1.565%%* 1.459%** 0.323%** 0.315%* 0.221 0.227
(0.128) (0.136) (0.035) (0.143) (0.187) (0.176)
WTO_ Exporter 0.176%** 0.065 -0.018 0.067 -0.011 0.006 -0.016
(0.036) (0.047) (0.032) (0.047) (0.114) (0.043) (0.044)
WTO_ Importer 0.156%** 0.110 -0.050 -0.484* 0.364%** -1.966 4.537
(0.032) (0.738) (0.428) (0.253) (0.094) (1.695) (3.239)
RTA 0.211%%** 0.089*** 0.062%** -0.010 0.114 0.529%** 0.454%**
(0.026) (0.027) (0.012) (0.030) (0.139) (0.063) (0.060)
Common Legal System 0.182%%** 0.282%** 0.055%** -0.004 0.135%** 0.173%**
(0.034) (0.030) (0.009) (0.114) (0.047) (0.040)
Common Currency 0.150%%** 0.010 0.015 0.013 -0.114 -0.132* -0.106*
(0.042) (0.042) 0.021) (0.045) (0.090) (0.069) (0.063)
Constant -10.19%** -0.242 -0.545 -12.60%*** -8.263%** 1.081 -8.171%*
(0.225) (1.413) (0.827) (1.106) (0.727) (2.716) (3.440)
Year FE YES YES YES YES YES YES YES
Country FE YES YES YES YES YES
Country Pair FE YES
Observations 181,292 181,292 146,654 181,292 181,292 181,292 146,654
R-squared 0.66 0.75 0.91 0.66 0.72 0.91 0.94

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table A3 Reverse causality regression of lagged exports on diplomatic visits of China and

180 countries

(1) (2)

(3) (4)

Number of Number of Number of Number of
Dependent Variables China visits China visits foreign visits foreign visits

Levell Level2 Levell Level2
One-year lagged of log exports -0.107 -0.009 -0.001 0.054

(0.080) (0.118) (0.021) (0.066)
Binary control variables Yes Yes Yes Yes
Year effects Yes Yes Yes Yes
Country FEs No No No No
Observations 107,206 155,762 153,818 139,797
R-squared 0.35 0.56 0.36 0.56

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting significance at

the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.

Table A4 Reverse causality regression of lagged imports on diplomatic visits of China and

180 countries

(1) (2)

(3) (4)

Number of Number of Number of Number of

Dependent Variables China visits China visits foreign visits foreign visits

Levell Level2 Levell Level2
One-year lagged of log imports -0.085** -0.055** -0.001 0.051

(0.041) (0.027) (0.007) (0.033)
Binary control variables Yes Yes Yes Yes
Year effects Yes Yes Yes Yes
Country FEs No No No No
Observations 153,706 153,706 153,706 153,706
R-squared 0.26 0.41 0.30 0.43

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting significance at

the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table A5 Reverse causality regression of lagged exports on diplomatic visits of China and

African countries

(1) (2) (3) (4)

Number of Number of Number of Number of
Dependent Variables China visits China visits foreign visits foreign visits
Levell Level2 Levell Level2

One-year lagged of log exports -6.03e-08 0.0129 -0.0145 -0.0225

(3.13e-07) (0.126) (0.0161) (0.0255)
Binary control variables Yes Yes Yes Yes
Year effects Yes Yes Yes Yes
Country FEs No No No No
Observations 540 932 903 826
R-squared 0.899 0.842 0.989 0.976

Notes: Standard errors are in parentheses, superscripts with ***_ ** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.

Table A6 Reverse causality regression of lagged imports on diplomatic visits of China and

African countries

(1) (2) (3) (4)

Number of Number of Number of Number of
Dependent Variables China visits China visits foreign visits foreign visits
Levell Level2 Levell Level2
One-year lagged of log imports 0.255*** 0.0210 -0.0235 -2.17e-08
(0.0397) (0.0273) (0.0189) (2.15e-08)
Binary control variables Yes Yes Yes Yes
Year effects Yes Yes Yes Yes
Country FEs No No No No
Observations 626 816 774 726
R-squared 0.986 0.915 0.984 0.965

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table A7 Reverse causality regression of lagged exports on diplomatic visits of China and the

OECD
(1) (2) (3) (4)
Number of Number of Number of Number of
Dependent Variables China visits China visits foreign visits foreign visits
Levell Level2 Levell Level2
One-year lagged of log exports -0.0291 -0.162 -0.0287 0.102
(0.126) (0.242) (0.0480) (0.313)
Binary control variables Yes Yes Yes Yes
Year effects Yes Yes Yes Yes
Country FEs No No No No
Observations 10,225 10,225 10,225 10,225
R-squared 0.355 0.561 0.335 0.536

Notes: Standard errors are in parentheses, superscripts with *** **_ and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.

Table A8 Reverse causality regression of lagged imports on diplomatic visits of China and

the OECD
(1) (2) (3) (4)
Number of Number of Number of Number of
Dependent Variables China visits China visits foreign visits foreign visits
Levell Level2 Levell Level2
One-year lagged of log imports -0.0928 0.150 -0.185 -0.523
(0.0929) (0.336) (0.172) (0.361)
Binary control variables Yes Yes Yes Yes
Year effects Yes Yes Yes Yes
Country FEs No No No No
Observations 10,224 10,224 10,224 10,224
R-squared 0.356 0.576 0.360 0.603

Notes: Standard errors are in parentheses, superscripts with ***, ** "and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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Table A9 Reverse causality regression of lagged FDI stock on diplomatic visits of China and

the OECD
(1) (2) (3) (4)
Number of Number of Number of Number of
Dependent Variables China visits China visits foreign visits foreign visits
Levell Level2 Levell Level2
One-year lagged of log exports -0.0035 0.0349 -0.0067 -0.0319
(0.0205) (0.0306) (0.0251) (0.0705)
Binary control variables Yes Yes Yes Yes
Year effects Yes Yes Yes Yes
Country FEs No No No No
Observations 2,976 5,245 5,245 5,245
R-squared 0.915 0.601 0.357 0.653

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.

Table A10 Reverse causality regression of lagged FDI flow on diplomatic visits of China and

the OECD
(1) (2) (3) (4)
Number of Number of Number of Number of
Dependent Variables China visits China visits foreign visits foreign visits
Levell Level2 Levell Level2
One-year lagged of log imports -0.0207 -0.0249 -0.0017 -0.0475
(0.0369) (0.0442) (0.0211) (0.0671)
Binary control variables Yes Yes Yes Yes
Year effects Yes Yes Yes Yes
Country FEs No No No No
Observations 2,174 3,933 3,933 2,211
R-squared 0.914 0.616 0.370 0.793

Notes: Standard errors are in parentheses, superscripts with ***, ** ‘and * respectively denoting significance at
the 1%, 5% and 10% levels. Standard errors are robust to heteroscedasticity.
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