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The Survey on the Endogeneity of Trade Openness and Economic Growth

Chen Jiyong and Liang Zhu

( School of Economics and Management Wuhan University)

Abstract: The relationship between trade openness and economic growth has been debated in the economics profession in particular
the comments of Rodriguez and Rodrik ( 2000) . In the past decade due to a wealth of data and data quality improvement new
instrumental variables constructed and the application of new econometric methods the field of international economicsis is becoming a
hot spot. This paper first describes the demonstration of the endogeneity of trade openness then introduces the advances in controlling
the endogeneity of trade openness in the following four fields of instrumental variable method difference — in — difference method
matching method and other methods in recent years and pays a special attention to the construction of a new instrumental variable. The
researches using these methods to control endogeneity show that trade has a significant positive effect on income per capita and the
results are robust. Among the impacts of globalization on income it is about half from pure trade in goods and half from other aspects of
globalization. Finding a time — varying instrument for trade is a direction in this field in the future.
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