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Visa-Free Policy, Cultural Distance and Recovery of Inbound Tourism

Zhang Song'. Dai Junying®
(1. National Institute of International Strategy , Chinese Academy of Social Sciences, Beijing
100007, China; 2. Civil , Commercial and Economic Law School , China University of Political
Science and Law , Beijing 100088, China)

Abstract: Using a country-level panel data for the period of 2002—2017, this study investigates empirically
the impact of China’s visa-free transit policy on its inbound tourism. By employing propensity score matc-
hing (PSM) techniques and differences-in-differences (DID) analysis, this study finds that the 72 —hour
visa-free transit policy had no significant impact on the number of foreign tourists, whereas the 144 —hour
visa-free transit policy significantly facilitated inbound tourism. Heterogeneity analysis indicates that the
policy exerted stronger effects on tourists from developing countries, economically open nations, and coun-
tries with high shares of international tourism expenditure. In addition, this study also finds that cultural
distance between source countries and China negatively moderates the policy’s effect, suggesting that the
policy is more effective in attracting tourists from culturally similar countries. This study provides novel
theoretical insights and empirical evidence for China to refine or expand visa facilitation policies to boost in-
bound tourism development.

Keywords: visa-free transit policy; cultural distance; inbound tourism; service trade
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