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WORLD ECONOMY AND INTERNATIONAL ECONOMIC RELATIONS

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 
bil lion USD (195% increase of the volume of export in 1995). 
Import of goods and services was about 37.5 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. 

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 
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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 

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 vi sit 
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:

where T is trade, Y is GDP of home and partner country, D is 
the geographical distance between the home country and the 
partner country. i represents the home country and j is the trade 
partner. 1, 2 and 3 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  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 approp riate 
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.

(1)

(2)



Kunychka, M., & Raneta, L. / Economic Annals-XXI (2016), 160(7-8), 24-26

26

WORLD ECONOMY AND INTERNATIONAL ECONOMIC RELATIONS

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 mo dels are robust due to low significance 
F (Significance F < 0.05). In case of the pooled OLS estimates, 
the coefficients of basic gra vi ty model correspond to theoreti-
cal assumptions. Export tends to rise (  coefficient = 0.161) 
with higher GDP of the trading partner and diminish (  coeffi-
cient = -0.971) with a bigger geographical distance. The po pu-
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 Indepen dent 
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 (  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.

The fixed effects model is also statistically ro-
bust, as significance F is lower than 0.05. Additio-
nally, the model explains relatively large 78% of the 
variation in exports. The general assumption of the 
gravity model of trade for the fixed effects model has 
not been confirmed. Export diminishes with the dis-
tance and higher economic mass of trading partners 
(  coefficient = -0.015). Similarly to OLS estimation, 
the population, the common colony, the language 
and the landlocked character of the trading partner 
have a positive effect on export flows. Island, bor-
der and RTA have an unfavourable impact on exports 
due to the negative coefficients. Parameter of interest 

 is positive and statistically significant at 1% con-
fidence level. Within the fixed effect model state vi-
sits have a positive impact on Ukrainian export flows. 
Any kind of presi dential official visits is associated 
with larger vo lumes of export flows to Ukraine by 29% 
(exp[3.393]-1=28.7). OLS and the fixed effects esti-
mator have quite a large gap between the parame-
ters of interest. However, we use the fixed effects 
model estimation due to its better fitting.

6. Conclusions. Although the high-level visits of heads of 
state or government do not stimulate trade directly, indeed, the 
core of official visits is to create a favourable political and eco-
nomic background for further economic development (trade 
and investment). Signing treaties of friendship, regional trade 
agreements, treaties on particular state projects, investment 
treaties, and regional cooperation treaties on bilateral or multi-
lateral level is the first step in a long process of development of 
political and economical relations.

This paper is investigates if foreign trips of Ukrainian 
presidents boost bilateral trade relations. In our research, we 
have analysed Ukrainian export flows to 74 countries during 
the period from 1995 to 2014. We have carried out the multi-
ple regression analysis on the basis of the extended gravity 
model of trade which enables to control for economic, geo-
graphical, cultural and diplomatic variables (sum of state, of-
ficial and working visits was the variable of interest). Ha ving 
applied two different regression methods, we investigated 
that presidential visits of Ukrainian Heads of State are posi-
tively associated with export flows. The result of the regres-
sion analysis is robust but depends on the method that was 
chosen.

There is still enough space for further research in the field 
of the impact of presidential visits on trade. Attention should 
be paid to the core problem of relationship between exports 
and foreign state visits. In this context it should be noted that 
not only presidential trips can influence the volume of exports 
but also export may be the reason why state visits to a par-
ticular country are performed. National leaders and govern-
ment bodies frequently make a decision to visit one of the tra-
ding partners on the basis of already established strong politi-
cal and economic relations. Regarding Ukraine, attention could 
be paid to post-Soviet countries where regularly state visits are 
the case. Consequently, the problem of reverse causality could 
be an issue. 

References
1. President of Ukraine (2015). Foreign Visits. President of Ukraine Official Website. Retrieved from http://www.president.gov.ua/en/photos/foreign-visits
2. UKRSTAT (2016). International Economic Activity and Balance of Payments: Kyiv. Retrieved from http://ukrstat.gov.ua
3. Nitsch, V. (2013). State visits and international trade. The World Economy, 30(12), 1797-1816. doi: http://dx.doi.org/10.1111/j.1467-9701.2007.01062.x
4. Melounova, I. (2016). Presidential Diplomacy: Three Brazilian Presidents in a Comparative Perspective. Medzinarodne vztahy (Journal of International Relations), 14(1), 94-118. Retrieved from 
http://fmv.euba.sk/RePEc/brv/journl/MV2016-1.pdf
5. Lederman, D., et al. (2006). Export Promotion Agencies: What Works and What Doesn’t. World Bank Policy Research Working Paper. The World Bank. Retrieved from http://federation.ens.fr/ydepot/
semin/texte0809/OLA2008EXP.pdf
6. Rose, A. K. (2007). The Foreign Service and Foreign Trade: Embassies as Export Promotion. The World Economy, 30(1), 22-38. doi: http://dx.doi.org/10.3386/w11111
7. Ekmekci, F., & Yildirim, A. (2013). The Political Economy of Turkey’s Eastern Turn: An empirical Analysis of Erdogan’s State Visits (2003-2010). Romanian Journal of Political Science, 13(1), 52-75. 
Retrieved from http://www.sar.org.ro/polsci/?p=994
8. Yeo, T., & Lee, M. (2009). Presidential Diplomacy and International Trade: A Case of Korea. Journal of Korea trade, 13(4), 1-19. Retrieved from https://www.researchgate.net/publication/296773450_
Presidential_Diplomacy_and_International_Trade_A_Case_of_Korea
Vieira, V. R. (2014). Is Politics Behind Trade? The Impact of International Trends and Diplomatic Action on Brazil’s Exports during Globalization. Bulletin of Latin American Research, 33(2), 140-157. 
doi: http://dx.doi.org/10.1111/blar.12105
10. Anderson, J. E., & Wincoop van, E. (2000). Gravity with Gravitas: A Solution to the Border Puzzle. American Economic Review, 93(1), 170-92. Retrieved from http://econpapers.repec.org/paper/bocbocoec/485.htm
11. UNCTAD (2016). International Trade in Goods and Services. Geneva: UNCTAD. Retrieved from http://unctadstat.unctad.org/wds/ReportFolders/reportFolders.aspx?IF_ActivePath=P,15912
12. MFA Ukraine (2015). Embassies of Ukraine. Ministry of Foreign affairs: Kyiv. Retrieved from http://mfa.gov.ua/ua/about-mfa/abroad/embassies
13. CEPII (2015). Goodesic distances. Paris. CEPII. Retrieved from http://www.cepii.fr/CEPII/en/welcome.asp
14. WTO (2016). Regional Trade Agreements-Informational System. Geneva: WTO. Retrieved from http://rtais.wto.org/UI/PublicMaintainRTAHome.aspx
15. Adkins, L. C. (2014). Using gretl for Principles of Econometrics. (4th Ed.). Oklahoma: Oklahoma State University. Retrieved from http://www.learneconometrics.com/gretl/using_gretl_for_POE4.pdf
16. Bergeijk van, P. (1994). Economic diplomacy, trade and commercial policy: positive and negative sanctions in a new world order. Aldershot: Edward Elgar Publishing Limited.
17. Krugman, P. R., Obstfeld, M., & Melitz, M. J. (2012). International economics: theory and policy. (9th ed.). Boston: Addison-Wesley.
18. Greene, W. H. (2002). Econometric analysis. (5th ed.). New Jersey: Prentice Hall.
19. Lukacikova, A., & Lukacik, M. (2008). Ekonometricke modelovanie s aplikaciami. Bratislava: Ekonom (in Slovak).

Received 10.04.2016

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
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