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Do state visits affect
research and development after crisis in selected countries?

Abstract. State visits, as a diplomatic tool, are significant to facilitate economic relations via creation of favourable political and legislative
conditions. The purpose of this paper is to investigate how state visits of Ukrainian Presidents affect export flows. We have analysed 74
Ukrainian trading partners in the period of 1995-2014. To control for economic, geographical, cultural and political variables, we applied a
multiple regression analysis based on the gravity model of trade. Our result shows that any kind of official visits is positively associated
with export flows. The output of the conducted regression analysis varies depending on methods which are used.
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KyHuuka M.

KaHOMOaT eKOHOMIYHMX HayK, chakynbTeT MidKHapoAHWX BigHOCUH, EkoHOMiIYHWMI yHiBepcuTeT y BpaTtucnasi, CnosayymHa
PaneTa J1.

KaHAaupaTt eKOHOMIYHUX HayK, (haKynbTeT MiXKHapoAHWX BiAHOCUH, EKOHOMIYHMI yHiBepcuTeT y bpaTtucnasi, Cnosay4mHa
BnnuB aep)xaBHUX Bi3UTIB Ha €KCMNOPTHI NOTOKKU: BUNaAoK YKpaiHCcbKux MpesnaeHTiB

AHoTauif. [lep>xaBHi Bi3UTW € BaXKNIMBAM AUNSIOMATUYHUM iHCTPYMEHTOM AJS1A PO3BUTKY €KOHOMIYHMX BiOHOCUH Yepe3 CTBOPEHHA
CMPVATIMBUX NOMITUYHUX | 3aKOHOA4aBYMX yMOB. MeTol paHoi poboTn € AOCHIIKEHHA BNMBY AEPKABHUX BIi3WTIB NPe3VAeHTIB
YKpaiHn Ha 36inblieHHA obcAriB ekcrnopTy. My npoaHanisysanm 74 yKpaiHCbKUX TOprosux napTHepis 3a nepion 1995-2014 pp. AnA
OOCNiAKEHHA €KOHOMIYHMX, reorpadoiyHmx, KyNbTYPHUX i MOMITUYHMX 3MiIHHMX MW 3aCTOCYBa/i MHOXXMHHUWA Perpecinini aHania Ha
6a3i rpasiTauinHoi Moaeni. OTpMMaHuiA pesynbTaT Nokasye, Lo 6yab-Aka ¢hopMa 3apybiXkKHOMo Bi3UTy Mae MO3MTUMBHWUIA BNSIUB Ha
€KCMOPTHI MOTOKMW. Pe3ynbTat perpecinHoro aHaniay BapitoeTbCA 3a/1€XKHO Bif METOAIB, AKi BUKOPUCTOBYIOTLCA.

Knto4oBi cnoBa: aep)kaBHi Bi3UTW; EKCMNOPT; PErpecinHmin aHanis; YkpaiHa.

KyHuuka M.

KaHAMAaT 9KOHOMUYECKMX HayK, hakynbTeT MeXayHapoaHbIX OTHOLLEHWI, QKOHOMMYEeCKUI yHuBepeuTteT B Bpatucnase, CnosakuA
PaHera J1.

KaHAaMAaT 9KOHOMUYECKMX HayK, hakynbTeT MeXAyHapOoaHbIX OTHOLLEHWIN, DKOHOMMYECKUI yHuBepeuteT B Bpatucnase, CnosakuA
BnuAHue rocyaapcTBeHHbIX BU3UTOB Ha 9KCMOPTHbIE MOTOKM: criy4ai ykpaunHckux Mpe3anaeHTos

AHHOTauMA. [ocyaapCTBEHHbIE BU3UTbI ABMAIOTCA BaKHBIM AVMIIOMATUYECKMM WHCTPYMEHTOM, COAEWCTBYIOWMM PasBUTUIO
3KOHOMMHYECKMX OTHOLLEHUN MyTem Co3faHVA 6naronpuATHBIX YCNOBUM B MOMUTUHECKOW U 3akoHoaaTensHon cdepax. Llenbto
paboTbl ABNAETCA UCCMEAOBaHNEe BMNAHUA rocyaapCTBEHHbIX BU3UTOB [Mpe3anaeHToB YKpanHbl Ha SKCnopT. Mbl npoaHanuanposanm
74 yKpavHCKVX TOProsbix napTHepa B nepuod 1995-2014 rr. [inA uccnenosaHmA 93KOHOMUYECKUX, reorpaunyeckmx, KynbTypHbIX U
MONUTUYECKMX NEePEMEHHBIX Mbl IPUMEHNIIN MHOXECTBEHHbI PErpecCUOHHbI aHann3 Ha 6ase rpaBUTaLMOHHON Moaenu. Mony4eHHbIn
pesynbTar NokasbiBaeT, HTo Nobomn B 3apybeXKHOro BU3nTa UMEET NONOXUTENbHOE BINAHNE Ha 9KCMOPTHbIE NOTOKKW. PesynbTar

PEerpeccroHHOro aHanm3a BapbypyeTcA B 3aBUCUMOCTU OT METOA0B, KOTOPLIE UCTIONb3YHOTCA.
KntouyeBble cnoBa: rocynapCTBeHHbIe BUSWUTLI; IKCTIOPT; PErPEeCCUOHHbI aHanua; YKpavHa.

1. Introduction. National leaders, like Heads of State and
Government, perform a lot of foreign trips in order to represent
their countries, establish friendly relations and develop good poli-
tical and economic ties. Foreign visits of Ukrainian high represen-
tatives are not an exception. For example, Ukrainian heads of state
have made about 270 visits during the last twenty years. Second
Ukrainian President L. Kuchma, for instance, paid approximately
128 visits during his 2 presidential terms. In 2015, Ukrainian Presi-
dent P. Poroshenko made 32 foreign visits, including 24 working
visits, 6 official visits and 2 state visits (one to Poland and one 7
days trip to Singapore and Australia). According to actual data, in
2016 Poroshenko has made 12 foreign visits, including two wor-
king visits to Belgium, one working and one official visit to Turkey,
official visits to Azerbaijan, Bulgaria, Romania, Japan, etc. [1].

In 2015, the value of Ukrainian export flows exceeded 38.1
billion USD (195% increase of the volume of export in 1995).
Import of goods and services was about 375 billion USD in the
same period. The most significant export partners in 2015 were
the Russian Federation (12.7% of total exports), Turkey (7.3%),
China (6.3%), Egypt (5.5%) and Italy (5.2%). In comparison, the
main export partners have not changed significantly since 1995.
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The most valuable import partners were the Russian Federation
(20% of total imports), Germany (10.6%), China (10.1%), Belarus
(6.5%), and Poland (6.2%). In recent years, the structure of ex-
ports commodities of Ukraine has remained almost unchanged.
The main export commodities were ferrous metals, crops, fats
and oils, electrical machinery, mechanical machinery etc [2].
According to empirical literature, state visits of the country’s
leaders present quite a significant diplomatic tool to maintain and
develop bilateral and international relations between particular
countries. If talking about purpose of state visits, we can men-
tion various reasons why Heads of State and Government travel
abroad. A particular visit may be concentrated on political, cultu-
ral, humanitarian issues as well as economic relations. Presi-
dents of both countries, for example, may meet to sign a bilateral
trade or investment agreement in order to boost mutual trade and
support national economic growth. Economic purposes of state
visits may vary, including negotiations on important infrastructure
projects and trade disputes [3]. In this context, it is necessary to
mention a phenomenon of presidential diplomacy which can be
defined as an active personal engagement of the president which
exceeds his ex officio obligations [4]. It is clear that the purpose

© Institute of Society Transformation, 2016


https://doi.org/10.21003/ea.V160-04
mailto:mykhaylo.kunychka%40gmail.com?subject=
mailto:raneta%40euba.sk?subject=

of a state visit is not just establishment of friendship between the
two countries. It is also a political act to deepen mutual trust and
strategic cooperation in various fields like politics or economics.

2. Brief Literature Review. The link between diplomatic re-
lations and international trade is not a new issue nowadays. A lot
of experts and researchers, especially from the west, have made
several studies on this problem. Considering diplomatic represen-
tation and its influence on international trade, we can distinguish
two main vectors which have consolidated within scientific litera-
ture already. The first cohort of researchers is concentrated on the
issue of diplomatic and non-diplomatic representations abroad,
such as foreign diplomatic offices, general consulates, honorary
consulates. Particular attention is given to non-diplomatic repre-
sentations, for instance, trade and investment promotion agen-
cies, foreign offices of chambers of commerce, regional trade
representations, etc. For example, Lederman et al. (2006) had
made a study on relationship between export promotion agen-
cies and trade flows [5]. The researcher made a conclusion that
targeted export promotion units have a positive impact on trade
flows. Rose (2007) presented a prominent work on the issue of
diplomatic representation and international trade [6]. He made
an analysis based on 22 exporting countries and 200 importing
countries during a two-year period. Rose had confirmed a posi-
tive 6-10% impact of embassies and consulates on trade flows by
means of the application of the extended gravity model [6].

Also, there is a certain amount of scientific studies focused
on the so-called high-level diplomacy. Here we need to mention
high-level diplomatic issues like presidential diplomacy and state
visits, which can stimulate not only political and cultural relations
but also facilitate international trade. Taking into consideration the
results obtained by Rose, Nitsch (2007) made a conclusion that
not only diplomatic representation has an impact on international
trade [3; 6]. According to Nitsch, presidential visits may serve as
a very important diplomatic tool to stimulate trade because they
create favourable political and legislative conditions for further de-
velopment of economic relations [3]. Nitsch’s gravity model based
the research shows that each official (state, official or working)
visit of a US, German and French high representative fosters ex-
port by 8-10% depending on econometric tool that is used [3].
Another politically oriented study regarding state visits and presi-
dential diplomacy was conducted by Ekmekci and Yildirim (2013)
[7]. Using a linear regression model Ekmekci and Yildirim had in-
vestigated the political vector of Turkish foreign relations within an
analysis of Turkish Prime Minister’s official visits abroad [7]. Yeo
and Lee (2009) conducted a single-country research on the rela-

tionship between state visits and exports [8]. They had investiga-
ted the annual trade flows of 54 countries and South Korean pre-
sidential visits during the 27-year period. Conclusion shows that
foreign visits of South Korean leaders have a positive impact on
Korean trade. The last but not least relevant research is dedicated
to the effect of globalisation trends and diplomatic action on the
Brazil’s trade. Using particular econometric tools, Vieira (2014)
shows how diplomatic actions, including official trips of the Head
of State, can influence the direction of Brazilian trade flows [9].

The abovementioned studies on presidential diplomacy and
international trade have a common result that denotes the posi-
tive impact of foreign trips of country leaders on international
trade, especially exports. The core characteristic here is also the
implementation of the extended gravity model, which enables to
control for different economic, geographical, cultural and diplo-
matic factors including dummy variables for state visits.

3.The purpose of the paper is to verify the impact of presi-
dential diplomacy defined by state visits of heads of state on
exports. This paper is focused on state visits of Ukrainian presi-
dents. We analyse 74 Ukrainian export destinations where at
least one visit of Ukrainian leader took place. To control for 13
variables, we apply the gravity model of trade which is famous
for its strong theoretical background and good empirical fit (An-
derson & van Wincoop, 2003) [10].

4. Data and Methodology. As it has been mentioned above,
the purpose of this paper is to test the hypothesis that state visits
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of Ukrainian leaders facilitate Ukrainian export flows. To verify the
stated hypothesis, we have collected the data on export flows of
Ukraine and statistics on other control variables. Export statistics
were obtained from the statistical database of the United Nations
Conference on Trade and Development (UNCTAD) [11]. Export
flows to individual countries are in thousands of dollars. The ob-
ject of the research is 74 export destinations within a twenty-year
period (1995-2014). Considering the collected data, we have re-
ceived cross-sectional and times series data, thus it is further ar-
ranged as panel data. State visits were defined as a binary dum-
my variable. We consider 1, if there was at least one official visit
to Ukrainian export partner and 0 if otherwise. All high-level vi-
sits, including state, official and working visits, were obtained from
broad spectrum of official web-pages of Ukrainian executive bo-
dies such as The Ministry of Foreign Affairs and the official web-
site of Ukrainian President [12; 1]. Data on GDP and population
were collected from UNCTAD statistics database [11]. Information
on the area of the countries, geographical distances and other
dummy variables (common colony, common language, border, is-
land and landlocked character of the export destination) were ob-
tained from the CEPII database [13]. Binary data on participation
of the Ukrainian trade partner in common regional trade agree-
ment with Ukraine were obtained from the official webpage of the
World Trade Organisation (WTO) [14].

To verify the stated hypothesis, we have used a linear multi-
ple regression analysis based on the gravity model of trade. The
regression analysis was performed via Gretl 1.9. All computing
was carried out according to instructions available online (Adkins,
2013) [15]. The gravity model was used numerous times in scien-
tific literature and it is a robust empirical tool to meet the objec-
tives of this paper. The basic gravity equation is as follows:

(1

where Tis trade, Yis GDP of home and partner country, Dis
the geographical distance between the home country and the
partner country. i represents the home country and jis the trade
partner. 3, 5, and f3; represent coefficients of interest. In some
literature, it is possible to find a gravity model that includes the
population factor (van Bergeijk, 1994) but in our case the above-
mentioned gravity equation is sufficient as it is used in majority
of renowned literature on international economics [16-17].

5. Results. To carry out the regression analysis, we have
used an extended gravity model of trade. Our econometric
specification is illustrated by the following equation:

)

where E denotes Ukrainian exports, D is the geographical
distance, GDP is economic output, N represents the size of
population in persons, Area*Area is common geographic area
of Ukraine and its trading partner. X represents a set of dummy
variables, including common language, common colony, island
or landlocked character of home and foreign country, common
border and participation in regional trade agreements as well.
VisitUA denotes state, official and working visits of Ukrainian
leaders to each of the 74 trading partners. u stands for Ukraine
and j is Ukrainian trading partner. & denotes a set of fixed ef-
fects and e is an error term. Coefficients  and v are the pa-
rameters of interest.

The output of the multiple regression analysis is reported in
Table 1. Each column of the table illustrates two different regres-
sion methods, including ordinary least squares method and fixed
effects model. If the first method is general, the fixed effects mo-
del is using between groups methodology which is more suita-
ble for panel (longitudinal) kind of data [18]. To choose the model
which is better fitted, we have performed a panel model diagnos-
tics. According to Lukacikova and Lukacik (2008), an appropriate
way to test for model choosing is the Hausman test [19]. The out-
put of panel data diagnostics and Housman test is reported in
Table 2. Particular tests show that P-value is less than 0.05. A low
P-value counts against the null hypothesis that the pooled OLS
model is adequate. We reject the null hypothesis and accept an
alternative hypothesis that fixed effects model is suitable.
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Tab. 1: Regression analysis output

Note: Dependent variable Log Export. *, ** and *** denotes statistical
significance on 10%, 5% and 1% confidence level respectively.

All models are robust, significance F < 0.05.

Source: Output of Gretl 1.9 statistical software

Tab. 2: Panel data diagnostics

Source: Output of Gretl 1.9 statistical software

In the first column of Table 1, the regression output re-
ports standard OLS regression method for an extended gra-
vity specification. The second column reports a regression
analysis output based on the fixed effects (between mo-
del) method. Both models are robust due to low significance
F (Significance F < 0.05). In case of the pooled OLS estimates,
the coefficients of basic gravity model correspond to theoreti-
cal assumptions. Export tends to rise (f coefficient = 0.161)
with higher GDP of the trading partner and diminish (/5 coeffi-
cient = -0.971) with a bigger geographical distance. The popu-
lation, the common colony, the common language, the com-
mon border and the landlocked character of the country facili-
tate exports. Factors like area, island and regional trade agree-
ments have a negative impact on Ukrainian exports to its tra-
ding partners. The common colony and the common language
are very significant factors for Ukraine due to its post-Soviet
history and close ties with the Commonwealth of Independent
States (CIS). Visits of state leaders are variable of interest. In
this paper we verify the hypothesis that official visits of Ukrai-
nian heads of state facilitate export. The regression analysis
has confirmed this hypothesis. The last parameter (f coeffi-
cient = 0.198) shows that state, official or working visits stimu-
late export flows from the home country to its trading partners.
The statistical error is low and the P-value indicates strong sta-
tistical significance at 5% level. On the whole, the model is ro-
bust and explains the 64% of variation in export activity.

References

The fixed effects model is also statistically ro-
bust, as significance F is lower than 0.05. Additio-
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