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1. Introduction

A Sincethe beginningof the 21st century multilateraltradenegotiationshave
reacheda temporaryimpasseunderthe WTO, regionaltrade agreements
(RTAs) havebecomeancreasinglyprevalent

A Almost all countries are involved in at least one of the preferential
agreements

A Up to Decemberst, 2016 423 RTAs havebeenin force  morethan200
RTAs areundernegotiatiom
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To adaptto therapidly changingglobaleconomicenvironmertt

To facilitate the domesticeconomicstructuraltransformation,
Chinahasbeenacceleratingand promotingthe negotiationof
RTAsaswell.

A Until December31st 2016 14 RTAs have been signed by
China with other 22 countries/regions,and 9 free trade
agreement&-TAS) arebeingnegotiated

A
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1. Introduction -conne

US(NAFTA): sugar, citrus

China(ChinaASEAN FTA): rice, oll, sugartobaccocotton,
etc

A Iceland(Chindceland FTA: milk and creampotatoes blood
and liversausages, etc. :

Excludedor not?
Why?
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2. The Stylized facts INC h 1 nFAAss

continued
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Figure2: The HS section distribution of
FTAs
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China-ASEAN FTA
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2.The Styli zed fa<ct

continued
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3. Theoretical framework and hypotheses

A 3.1 Tradedyoods

A Grossmar& Helpman(1 995) : fApr ot ec
framework; the condition dbrming F

AS.
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3. HypotheseSuminue

A Import-competingindustry:the relative smaller
community;concentrated production; the same
political goals

A Average voters: gelatively larger community
Afflcol | ectproblem acti ono

A China invisible contributions, political connections
—> policy making

A Hypothesis 1 trade creation products are more
| kely to be EMRAT | uded |
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3 - HypOth eseSontinued

A 3.2 Nontraded goods

A Unorganized industries also receive positive
protection(Ederington& Minier, 2008. Why?

A Food security; politicallysensitiveproducts

A Hypothesis? politically sensitiveproductsaremore
likely to beexcludedn C h i nFaAS s
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4. Econometric specification and data

A 4.1 Econometric specification

tarift exclusion,. = ¢ + a [rade creation,. + B Politically sensitive,

+ VX + 5}. + 5J. + £,

A Tariff_exclusion equalsto 1 if the length of tariff reduction transition
period are more than 10 years(incl) or entirely excluded(MFN tariffs),
otherwiseequalso O.

A Trade_creatiorfollowing themethodof Baldwin & Murray (1977),
In(Trade_creation,z)=In(M , x &, x(At/(1+1,)))

A Politically _sensitiveequalsto 1 if the productis nationalstrategicproduct
otherwiseequalgo O.

A Control variables negotiationpower, RCA, intra-industry trade Import
ratio, FTA signingtime, countryfixed effect,HS sectionfixed effect,etc.
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A 4.2 Data

A Dataset: 10 FTAs, including Chi®sSSEAN FTA, ChinaNew
Zealand FTAChinalcelandFTA, ChinaAustralia FTA, China
Costa Rica FTA, Chin®akistan FTA, Chin&hile FTA, China
Peru FTA, ChineéSwitzerland FTA, and Chir8outh Kored=TA

Sample size: HS-figit level, 8210agr+products

Datasourceslegal text of eaclkrTA; UN Comtradedatabase;
WTO database

A
A
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Table 1: The descriptive statistics for variables in the regression

Variable Obs. Mean Std. Min Max

tariff exclusion 8210 0.3437 0.4750 0 1
Intrade creation Baldwin 2 1881 1.2154 3.5204 -11.2451 13.1049
trade creation 2101 0.4517 (0.4978 0 1
national strategic product 8210 0.0926 0.2898 0 1
political sensitive 8210 0.3663 0.4818 0 1
gdp ratio 8210 38.2494 46.6508 3.2732 135.4444
rca_c 7650 0.7779 1.6430 0 16.4806
rca_p 7057 3.4488 25.2397 0 1097.6410
gl index 24012 0.0771 0.1948 0 0.9975
import_ratio 7112 3.2197 13.9118 0 100
trade balance c 7650 0.1128 0.8202 -1 1
intermediate product 8210 0.5920 0.4915 0 1
labor_intensive product 8210 0.9220 0.2681 0 1
time sign 8210 5.1000 2.3855 1 8
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— Table 2: Regression results for product exclusions
(1) (2) (3) (4)
Intrade creation Baldwin 2 0.1177° 0.118%°
(0.023) (0.023)
national strategic_product 3.6087 1.648°
| (0.858) (0.938)
tradc_creaticn_dummyvl =1 if the import growth 0.202°
= . ratio of the 3-year average
=1 if the tariff (2012-2014) to another 3- (0.105)
!; o more n:z:: ® political _sensitive ?{selaa rrgae\:et;laagnel(2001-2003) 0.613%
value  before (0.131)
B adp_ratio 0.078" 0.056™ 0.079° 0.072°
(0.019) (0.009) (0.019) (0.017)
Constant -5.8657" -4,9897 -6.1897" -0.643
(0.699) (0.979) (0.738) (0.771)
Other control variables yes yes yes yes
Country fixed effect yes yes yes yes
HS section fixed effect yes yes yes yes
N 1429 2410 1429 1612
pseudo R? 0.639 0.535 0.642 0.592
Notes: Dependent variable is tariff exclusions (products excluded =1, otherwise=0); robust standard errors are in
parentheses; for independent variables the data are all from one year before the negotiation of each FTA:
following Hong (2013)’s research, we also used other import demand elasticity (3. 8, 20), and the results are
s almost the same; * p < 0.10, ** p < 0.05, *** p <0.01.
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m Table 3: The robustness checks for product exclusions A
(1) @ 3) ) (5) 6)
Without zero | Without zero =~ Small trading Big trading Small trading | Big trading
tariff tariff partners partners partners partners
trade creation dummy 0.222% 0.539° 0.2253°
(0.107) (0.302) (0.117)
political sensitive 0.5717° 1.584° 0.4427°
(0.132) (0.402) (0.138)
Intrade creation Baldwin 2 0.118% 0.051 0.149%%
(0.023) (0.063) (0.025)
national strategic product 1.648° 0.935 1.652°
(0.938) (1.031) (0.943)
gdp_ratio 0.075% 0.079% -0.0917 0.283%% -0.0277° 0.2347
(0.018) (0.019) (0.006) (0.033) (0.007) (0.029)
Constant -0.653 -6.1897" 67.787° -10.2987 -1.160 0.973
(0.797) (0.738) (11.724) (1.008) (0.802) (0.858)
Other control variables yes yes yes yes yes yes
Country fixed effect yes yes yes yes yes yes
HS section fixed effect yes yes yes yes yes yes
N 1579 1429 104 1310 163 1432
pseudo R? 0.604 0.642 0.392 0.694 0.433 0.633
Notes: Dependent variable is tariff exclusions (products excluded=1, others=0); robust standard errors in parentheses; all independent
m Vvariables are one year lag of each FTA’s negotiation; * p < 0.10, ¥* p < 0.05, ¥** p < 0.01.
. Tl@] /K K'g Guangzhou University |QmQ 17

RENMIN UNIVERSITY OF CHINA

in Transition Economies



Table 4: The robustness checks for product exclusions B

(1) (2) (3) (4)
traded products traded products non-traded products | non-traded products
Intrade creation Baldwin 2 0.118%
(0.023)
national strategic product 1.648° 2.999
(0.938) (0.486)
trade creation dummy 0.202°
(0.105)
political sensitive 0.613% 0.695™
(0.131) (0.060)
gdp_ratio 0.079° 0.072° 0.033° 0.037°
(0.019) (0.017) (0.005) (0.005)
Constant -6.1897 -0.643 -2.7847 -2.903™
(0.738) (0.771) (0.627) (0.582)
Other control variables yes yes yes yes
Country fixed effect Ves yes ves yes
HS section fixed effect yes yes yes yes
N 1429 1612 4340 4340
pseudo R? 0.642 0.592 0.366 0.370

Notes: Dependent wvariable is tariff exclusions (products excluded =1,

independent variables are one year lag of each FTA’s negotiation; * p < 0.10, ** p < 0.03, *** p <0.01.
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6. Conclusions

A products which experience trade creation or which are
politically sensitivearemorelikely to beexcludedn FTAs.

A Overall, the Chinesegovernmentwould seekmore economic
benefitsfrom tradingpartner

A Moreover for big-trading partners,the Chinesegovernment
would use its negotiationpower to seekboth political and
economicobjectives

A For smalktrading partners, however, with objectives of
diplomacyor showingthein b cogntrymo r a lthe Chynese
governmentwould use the negotiationpower to seekmore
political objectiveshaneconomiobjectives
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Thank you for your attention!
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