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InOFDI 1451 7.870 07 2.520374 0 16. 197 87
InTC 1152 5.111301 0.487399 1.102397  6.669 759
InNONTARIFF_TC 1092  4.948529 0.483 069 1.322608  6.369 407
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InDISTCAP 1560 8.993 108 0.508 457 6.862393  9.867 729
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InGDP_h 1546 24.03293 2.265824 19.28798  30.279 77
InGDP_CN 1560 28.70951 0.298 04 28.218 81 29.1351
InNINVESTMENTFREEDOM 1 441 3.868 659 0.451273 1.609 438  4.553 877
VOL_EXRATE 1 531 0.021 692 0.203 317 -7.0255 0.885 044
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10% AR(2) P 10%
2
InOFDI
o 2
5%
o Duval and
Utoktham °
é“ ”» FDI
OFDI
OFDI
2627 28
OFDI
@
5%
OFDI

2 o
2 AR(1) P
Hansen test P 10%
2
GMM
VARIABLES
InOFDI InOFDI InOFDI
InOFDI 0.726* 0.808 0.739 ™%
(10.875)  (16.243)  (12.147)
InTC -1.037  -0.656™  -0.549*
(-2.081) ( -2.196) ( -2.367)
COMLANG_ETHNO 0.568 0.290 0.555
(0.982) (0.615) (0.900)
CONTIG -0.115 0.093 0.287
( -0.548) (0.474) (1.003)
InDISTCAP -0.053 0.043 -0.078
( -0.427) (0.450)  ( -0.580)
INTERNET_USER -0.015™  -0.013™  -0.015*
(-2.011) ( -2.484) ( -2.018)
FIN_DEV -0.004" -0.001 -0.002
(-1.797) ( -0.791)  ( —0.990)
InENERGY -0.009 0.003 -0.033
( -0.157) (0.070)  ( -0.667)
InGDP_ f 0.177 0.146" 0.285*
(1.502) (1.776) (2.496)
InGDP_CN 1.084 0.639™ 0.914*
(2.783) (2.068) (2.693)
InINVESTMENTFREEDOM 0.067 0.025 0.103
(0.383) (0.173) (0.870)
VOL_EXRATE 0.061 0.152 -0.042
(0.181) (0.288) ( -0.115)
Constant -26.852*  -16.934"  -26.627™
(=2.200) ( -1.769) ( -2.365)
AR( 1) 0.000 0. 000 0. 000
AR(2 0.770 0.832 0.575
Hansen test 0.442 0. 888 0.428
Observations 676 667 752
Number of code 111 111 110
F-statistics 163.2 306.3 178.0

;oo p <0.01 s p <0.05 * p<O0.1.
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VARIABLES
InOFDI InOFDI InOFDI
InOFDI 0.6777* 0. 802" 0.697 **
(8.965) (16.100) (10.393)
InNONTARIFF_TC -1.350™"  -0.712*  -0.585™
-2.697) (-2.271) ( -2.575)
COMLANG_ETHNO 0.801 0.324 0.705
(1.136) (0.654) (0.3888)
CONTIG -0.093 0.142 0.522
InTC InNONTAR- -0.365) (0.809) (1.347)
. AR(1) \AR(2) InDISTCAP 0.011 0.077 -0.012
(0.086) (0.769)  ( -0.083)
INTERNET_USER -0.017*  -0.012"  -0.016"
° -2.084) (-2.412) ( -1.767)
1% FIN_DEV -0.003 -0.001 -0.003
-1.173)  ( -0.754) ( -1.526)
InENERGY 0.019 0.009 -0.051
3 (0.307) (0.189)  ( -0.869)
InNONTARIFF_TC InGDP_ f 0.141 0.135 0.335*
(1.153) (1.658) (2.371)
InGDP_CN 1,363 0.707 * 1.110™*
(3.213) (2.344) (2.787)
InINVESTMENTFREEDOM 0. 075 0.026 0.121
(0.474) (0.196) (1.197)
VOL_EXRATE 0.070 0.058 -0.097
(0.217) (0.108)  ( -0.280)
Constant -33.158™ -18.803™ -33.507*
° (-2.612) (-2.072) ( -2.416)
AR( 1) 0.000 0.000 0.000
AR(2 0.701 0.776 0.608
Hansen test 0.437 0.921 0.445
° Observations 670 661 714
Number of code 110 110 107
( ) F-statistics 154.4 272.5 164.8
T
; %k p <0.01 Hkp<0.05 * p<0.1.
( )
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. . ( ) (17)
GMM 4, 4
InTC.InNONTARIFF_TC
0 N InTC.InNONTARIFF_TC
GMM
4 2
GMM GMM
VARIABLES
InOFDI InOFDI InOFDI InOFDI InOFDI InOFDI
InOFDI 0.628 0.764 7% 0.738 7 0.609 ™ 0.744 % 0.700**
(8.880) (14.597) (13.090) (8.696) (14.575) (11.394)
InTC —1.7827  —1.154%%  -0.536™
(-3.775) ( -3.763) ( -2.439)
InNONTARIFF_TC -1.820™"  -1.063** -0.596™
(-3.882) ( -3.822) ( —2.423)
COMLANG_ETHNO 0.523 0.477 0.231 0.685 0.488 0.303
(0.322) (0.559) (0.505) (0.403) (0.603) (0.702)
CONTIG -0.023 0.046 0.097 0.034 0.125 0.324
( —0.094) (0.211) (0.382) (0.130) (0.584) (0.966)
InDISTCAP 0.092 0.138 -0.108 0.123 0.158 -0.039
(0.683) (1.223)  ( -0.926) (0.971) (1.460) ( —0.290)
INTERNET_USER -0.018™ -0.015™*  -0.016™ -0.018™ -0.016™ -0.015"
(-2.098) (-2.833) (-2.157) ( -2.215) ( -3.401) (-1.913)
FIN_DEV -0.003 0.000 -0.002 -0.003 0.000 -0.002
( -1.070) (0.004) ( -0.657) ( -0.876) (0.081) ( —0.783)
InENERGY 0.045 0.031 0.002 0.048 0.030 -0.006
(0.775) (0.715) (0.044) (0.838) (0.688) ( -0.116)
InGDP_ f 0.110 0.092 0.245™ 0.103 0.112 0.266™
(0.942) (1.090) (2.308) (0.947) (1.540) (2.135)
InGDP_CN 1.414™ 0.739™ 0.924 ™ 1.589 ™ 0.907 1.089 ™
(3.418) (2.080) (3.122) (4.039) (3.009) (3.173)
InINVESTMENTFREEDOM 0.066 0.001 0.111 0.087 0.008 0.122
(0.421) (0.010) (0.935) (0.611) (0.063) (1.145)
VOL_EXRATE 0.055 -0.049 -0.023 0.059 -0.103 -0.063
(0.158) ( -0.098) ( -0.066) (0.174)  ( -0.221) ( —0.183)
Constant -32.003** -16.670 —26.076 % —-37.245™% _22.655™ -31.395*
(-2.648) ( -1.592) ( -2.644) ( -3.396) ( -2.553) ( —2.608)
AR( 1) 0.000 0.000 0.000 0.000 0.000 0.000
AR(2 0.756 0.804 0.574 0.695 0.765 0. 605
Hansen test 0.353 0.911 0.476 0.449 0.941 0.471
Observations 662 653 739 657 648 701
Number of code 108 108 107 107 107 104
F-statistics 171.5 231.1 218.2 180.7 154.2 158.8
T ; dAkp <0.01 %k p <0.05
* p<0.1o
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Does Bilateral Trade Cost Promote or Inhibit China’s outward

Foreign Direct Investment?

Evidences from China
LIU Hongduo' CAO Xiang® LI Wenyu’

(1. Institute of Industrial Economics Jinan University Guangzhou 510632 China;
2. School of Economics Jinan University Guangzhou 510632 China;
3. School of Economics Southwest University of Finance and Economics Chengdu 611130 China)

Abstract: Traditional theories of FDI such as proximity-concentration trade-off theory asserts that trade costs is positively
correlated with foreign direct investment but so far there is little literature on the empirical propositions under the circum—
stances of China. Based on the framework of heterogeneous firm this paper constructs a theoretical model which characterizes
the mechanism between bilateral trade cost and the home country’s enterprises” decision for overseas market entering. And
then using the panel data involving more than 100 host countries between 2003—2012 we empirically test the influence of bi—
lateral trade cost on China’s OFDI the results show that the rising of bilateral trade costs significantly hinders China’s OFDI
in host countries on average 1% increase in bilateral trade cost between China and the host country costs will lead to
1.037% decline in OFDI an increase in trade cost between China’s and host countries” forestry fishery and animal husband-
ry sector as well as in the manufacturing sector also have significantly inhibitory effect on OFDI from China. The findings a—
bove reveal that: (1) From the type of FDI China’s OFDI is export-induced type rather than horizontal type which explains
why proximity-eoncentration trade-off theory doesnt hold in China; (2) From the policy perspective in order to promoted the
development of China’s OFDI accelerating the procedure of trade facilitation through reducing bilateral trade cost between
China and host countries is a feasible way.

Key words: outward foreign direct investment; bilateral trade cost; investment and trade facilitation; theory of proximi—

ty-concentration trade-off; sys-GMM
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