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PRC provinces, export distance is negatively correlated with import distance (see Figure 1). 
In addition, Table 3 shows that adjusting for transshipments through Hong Kong, China 
significantly increases import and export distance. In 2005, for example, the weighted 
average distance of Guangdong province’s processing exports and imports increased by 
1,723 and 2,174 miles, respectively, after Hong Kong, China transshipments were taken into 
account. 

Table 3: Weighted Average Export and Import Distance by Province, 2005 

 Weighted Average Export Distance Weighted Average Import Distance 
 Unadjusted Adjusted Difference Unadjusted Adjusted Difference 
Jiangxi 4,021 5,207 1,186 3,320 4,296    976 
Guangdong 3,282 5,005 1,723     283 2,457 2,174 
Ningxia 4,731 4,869     138 2,439 2,439         0 
Fujian 4,186 4,666     480 1,375 2,290     915 
Anhui 4,278 4,567     289 4,128 4,167      39 
Hubei 4,145 4,567     422 3,140 3,431     291 
Xinjiang 4,543 4,556       13 3,908 3,913         5 
Sichuan 3,499 4,422    923 3,507 3,805       298 
Shanghai 4,047 4,403    356 2,162 2,337     175 
Tianjin 4,162 4,356    194 1,679 1,807     128 
Shaanxi 3,860 4,345    485 4,344 4,514     170 
Zhejiang 4,133 4,304    171 2,453 2,620     167 
Jiangsu 3,772 4,276    504 1,406 1,549     143 
Beijing 3,624 3,928    304 1,893 2,049    156 
Hunan 3,164 3,893     729 2,856 3,158    302 
Inner 
Mongolia 2,665 3,802 1,137 2,236 2,705    469 
Hebei 3,650 3,740       90 3,210 3,265      55 
Guangxi 2,734 3,727     993 2,941 4,428 1,487 
Shandong 3,435 3,598     163 2,119 2,174       55 
Guizhou 2,869 3,456     587 3,474 3,766     292 
Jilin 3,376 3,450      74 2,651 2,724      73 
Hainan 2,206 3,405 1,259 1,964 2,436    472 
Shanxi 2,895 3,137     242 4,693 4,830    137 
Henan 2,533 3,046     513 5,148 5,180     32 
Liaoning 2,696 2,902    206 2,770 2,830     60 
Heilongjiang 2,496 2,724     228 2,588 2,616     28 
Yunnan 1,667 2,505     838 3,214 3,762   548 
Gansu 2,261 2,475     214 4,956 4,959       3 
Qinghai 1,905 2,362     457 4,700 4,700       0 
Average 3,339 3,854     514 2,950 3,283  333 

Source: Authors’ calculations using People’s Republic of China Customs Statistics. 

4. METHODS OF ANALYSIS 
To test our two main hypotheses, we estimated a standard gravity model using the 
processing trade data described in the previous section. The dependent variable in the 
model is the natural log of processing exports from a PRC province i to a destination 


