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(T XES)

The Trade Creation Effect of China Inland Pilot Free Trade Zone:.

Expanding Imports or Increasing Exports
KANG Jijun ZHENG Weiwei

Abstract: Compared with the eastern coastal areas, under the background of
relatively low degree of opening to the outside world, can China inland pilot free trade
zone effectively stimulate its trade creation effect? And are there any differences in the
double effects of expanding imports and increasing exports? By setting the approval of the
third batch of inland free trade zones in March 2017 as a quasi-natural experiment, this
paper adopted the synthetic control method to study the trade creation effects of five inland
free trade zones in Sichuan, Chongqing, Hubei, Henan, and Shanxi. The results show
that there are significant trade creation effects of each inland free trade zone while there
are obvious policy heterogeneity effects. It is easier for inland free trade zones to create
trade by stimulating exports than by expanding imports. Under the negative adjustment
effect of FDI and exchange rate, the inland free trade zones’ trade creation effect is
mainly through increasing the degree of openness and improving the structure of foreign
trade. This indicates in the subsequent approval and promotion of free trade zones, on one
hand, il’s necessary to focus on the characteristics of each region and play their institution-
al advantages; on the other hand, it is necessary to establish long-term friendly trade rela-
tionship with other countries and expand export with the free trade zone policy support, so
as to consolidate China’s favorable trade balance position in foreign trade.

Keywords: Inland Pilot Free Trade Zone; Trade Creation Effect; Expanding
Imports; Increasing Exports; Synthetic Control Method
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