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1. Introduction 

  Since the beginning of the 21st century, multilateral trade negotiations have 

reached a temporary impasse under the WTO, regional trade agreements 

(RTAs) have become increasingly prevalent. 

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

agreements. 

 Up to December 1st, 2016，423 RTAs have been in force，more than 200 

RTAs are under negotiation。 

 

 

 

 

 
 Source：WTO RTAs database 
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 To adapt to the rapidly changing global economic environment; 

 To facilitate the domestic economic structural transformation, 

China has been accelerating and promoting the negotiations of 

RTAs as well.  

 Until December 31st, 2016, 14 RTAs have been signed by 

China with other 22 countries/regions, and 9 free trade 

agreements (FTAs) are being negotiated. 
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1. Introduction-continued 

  US(NAFTA): sugar, citrus 

 China(China-ASEAN FTA): rice, oil, sugar, tobacco, cotton, 

etc. 

 Iceland(China-Iceland FTA): milk and cream, potatoes, blood 

and liver sausages, etc. 

 Excluded or not? 

  Why? 
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2. The Stylized facts in China’s FTAs 

 
 

 

 

 

 

 

 

 

 Figure 1: The average tariff reduction of agri-products in China’s FTAs 
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2. The Stylized facts in China’s FTAs-
continued 

 

 

 

 

 

 

 
 

 Figure 2: The HS section distribution of sensitive agri-products in China’s 

FTAs 
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2. The Stylized facts in China’s FTAs-
continued 
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2. The Stylized facts in China’s FTAs-
continued 

 

 

 

 

 

 

 
 Figure 3: The shares of sensitive agri-products in each FTA- continued 
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3. Theoretical framework and hypotheses 

 
 3.1 Traded goods 

 Grossman & Helpman (1995): “protection for sale” 

framework; the condition of forming FTAs. 
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3. Hypotheses-continued 

 Import-competing industry: the relative smaller 

community; concentrated production; the same 

political goals 

 Average voters: a relatively larger community 

 “collective action” problem 

 China: invisible contributions, political connections                       

policy making. 

 Hypothesis 1：trade creation products are more 

likely to be excluded in China’s FTAs. 
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3. Hypotheses-continued 

 3.2 Non-traded goods 

 Unorganized industries also receive positive 

protection (Ederington & Minier, 2008). Why? 

 Food security; politically sensitive products  

 Hypothesis 2：politically sensitive products are more 

likely to be excluded in China’s FTAs 

2017/7/6 12 



4. Econometric specification and data 

 
 4.1 Econometric specification  

 

 
 Tariff_exclusion: equals to 1 if the length of tariff reduction transition 

period are more than 10 years(incl.) or entirely excluded (MFN tariffs), 

otherwise equals to 0. 

 Trade_creation: following the method of Baldwin & Murray (1977), 

 

 Politically_sensitive: equals to 1 if the product is national strategic product, 

otherwise equals to 0. 

 Control variables: negotiation power, RCA, intra-industry trade, Import 

ratio, FTA signing time, country fixed effect, HS section fixed effect, etc.. 
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4.2 Data 
 Dataset: 10 FTAs, including China-ASEAN FTA, China-New 

Zealand FTA, China-Iceland FTA, China-Australia FTA, China-

Costa Rica FTA, China-Pakistan FTA, China-Chile FTA, China-

Peru FTA, China-Switzerland FTA, and China-South Korea FTA 

 Sample size: HS 6-digit level, 8210 agri-products 

 Data sources: legal text of each FTA; UN Comtrade database; 

WTO database 
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5. Results  
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6. Conclusions 

 
 products which experience trade creation or which are 

politically sensitive are more likely to be excluded in FTAs. 

 Overall, the Chinese government would seek more economic 

benefits from trading partner.  

 Moreover, for big-trading partners, the Chinese government 

would use its negotiation power to seek both political and 

economic objectives.  

 For small-trading partners, however, with objectives of 

diplomacy or showing the “big country morality”, the Chinese 

government would use the negotiation power to seek more 

political objectives than economic objectives. 
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