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Abstract

The signing of RCEP is a milestone for regional economic integration in East
Asia. This paper aims to seize the opportunities brought by RCEP to China’s
manufacturing industry and promote the high-quality development of Chi-
na’s manufacturing industry. Therefore, the paper sets up three simulation
scenarios, uses GTAP10 to simulate the impact of RCEP on China’s subdi-
vided manufacturing industry, and further explores the impact of RCEP on
China’s manufacturing industry with different technical levels. The results
show that: 1) The reduction of intra-regional trade costs under tariff conces-
sions will promote the increase of output, import and export trade in most
of the manufacturing sectors in China; 2) When the tariff is zero, it will ob-
viously promote the import and export of low-tech and medium-high-tech
industries in the region. In order to better grasp the benefits of RCEP, we
need national policy support and the improvement of the core competitiveness
of enterprises.
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1. Introduction

The world is currently experiencing the greatest change ever seen in a century.
Counter-globalization, China-US economic and trade conflict, and the new
crown epidemic bring more uncertainty. With the intensification of globaliza-
tion, more and more countries are beginning to accelerate the process of region-
al economic integration. According to WTO, more than 350 FTAs have been

reached internationally, and China has signed 19 FTAs with 26 countries or re-
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gions so far. As a core power in East Asia, China has been trying to strengthen
ties with its neighbors to promote regional economic integration.

After eight years of hard negotiations, RCEP was jointly signed by China, ten
ASEAN countries, Japan, South Korea, Australia and New Zealand on Novem-
ber 15, 2020. It means that the world’s largest free trade area has successfully set
sail. RCEP will have great significance to the deepening of regional economic
integration, the recovery and stability of the global economy in the post epidem-
ic era. In addition, it will provide a key institutional cooperation platform to
achieve a higher level of opening to the outside world and build a new develop-
ment pattern of “double circulation” for China.

The economic structure of RCEP is highly complementary. Therefore, each
member can give full play to its own resource endowment advantages and pro-
mote the further deepening of the industrial division of labor and cooperation
system. RCEP makes a high-level commitment to the liberalization of the man-
ufacturing industry. Japan, Australia and New Zealand are basically fully open
in the manufacturing industry except for a few sensitive areas. Therefore, RCEP
provides important development opportunities for the development of China’s
manufacturing industry. It is conducive to the optimization and upgrading of
China’s manufacturing industrial structure and the formation of new develop-
ment advantages at a higher level. How to seize the opportunities and better
meet the challenges brought by RCEP has become particularly important for
the high-quality development of China’s manufacturing industry. Based on this,
the paper analyzes the possible impact of tariff concessions, cumulative rules of
origin and investment rules on China’s manufacturing industry in RCEP. Then
the paper uses GTAP model to simulate the impact of tariff reduction on Chi-
na’s manufacturing industry output and import and export trade after the real
implementation of RCEP. Furthermore, this paper analyzes the impact of RCEP
on low-tech, medium and high-tech manufacturing. It has certain practical sig-
nificance to provide corresponding countermeasures and suggestions for Chi-
na’s manufacturing industry to seize the historical opportunities brought by
RCEP.

2. Literature Review

RCEP officially entered into force on January 1, 2022. So far, 12 countries have
entered into force, including Brunei, Cambodia, Laos, Singapore, Thailand, Viet-
nam, China, Japan, New Zealand, Australia, South Korea and Malaysia. RCEP’s
formal implementation of the East Asian production network will not only pro-
vide new impetus and support to the world economy impacted by COVID-19
and trade protectionism, but also reduce the tariff and non-tariff barriers be-
tween member countries, so that the unified market can be established and the
production network can be optimized (Ping, 2020; Xu, 2020).

The research of domestic and foreign scholars on RCEP has laid a solid foun-
dation for the research of this paper. Hertel (1997) used GTAP to study the spe-
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cific impact of regional integration at first. lanchovichina et al. (2000) showed
that the economic crisis had a negative impact on regional investment in East
Asia through dynamic GTAP research. Corong et al. (2017) comprehensively
elaborated its application scope on the basis of comprehensively improving
GTAP. Itakura & Lee (2019) introduced the global value chain into the general
equilibrium model to compare the economic effects of RCEP and CPTPP on
Asian countries. Qian & Wang (2019) thought that RCEP can realize the trade
interests of members through the complementary advantages among industries,
while China, Japan and South Korea can realize the transformation of industrial
structure through the multi axle effect of RCEP.

In terms of research methods, since the RCEP has only come into force re-
cently, most of the existing literature predicted and evaluated its economic ef-
fects by establishing a computable general equilibrium model (CGE model). In
the past, scholars often used the global trade analysis model (GTAP model), and
this paper also used the GTAP model. Rahman & Ara (2015) and Li et al. (2018)
used the general equilibrium model to study the potential impact of RCEP on
the economies of South Asian countries and China. The study shows that RCEP
has significant trade and welfare effects on China. Chen & Ni (2014) and Qian
(2021) used GTAP to analyze the macroeconomic, trade and industrial effects of
the establishment of RCEP on major countries inside region, finding that it will
promote the increase of import and export trade and economic output of RCEP.
Du & Liu (2020) focused their research on the world manufacturing industry,
and found that RCEP will significantly affect the division of labor and layout of
the world manufacturing industry and increase China’s manufacturing exports.
Qiu et al. (2022) took China’s service trade as the research object and estimated
the impact of RCEP signing on China’s service trade based on the structural
model. The research results show that RCEP will strengthen the service trade
links among RCEP members.

Meng et al. (2018), Lu et al. (2021) and Li & Hu (2021) further focused their
research on China’s manufacturing industry. Meng et al. (2018) discussed the
trade competitiveness and complementarity of electromechanical products be-
tween China and other RCEP members, and found that RCEP plays a positive role
in promoting the export of electromechanical products in China based on GTAP.
Li & Hu (2021) found that RCEP will drive the adjustment of China’s traditional
manufacturing advantageous industries, and then promote the transformation and
upgrading of China’s overall industrial structure. Lu et al. (2021) simulated and
found that the reduction of tariff barriers will intensify regional competition and
cause some negative impacts on some manufacturing enterprises in China.

Combing the existing literature, it is found that scholars have studied the im-
pact of RCEP on the global manufacturing division of labor, sectoral output, im-
port and export scale, and the evaluation of the impact on the economic effect of
China’s manufacturing industry. However, few scholars further subdivide China’s

manufacturing industry and explore the specific impact of RCEP on China’s man-
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ufacturing industry at different technological levels. Based on this, we expand
the previous research to further explore the impact of RCEP tariff reduction on
low-tech manufacturing, medium and high-tech manufacturing and high-tech
manufacturing. China is a large manufacturing country and plays an important
role in the regional economic integration of East Asia. The signing of RCEP is
both an opportunity and a challenge for the development of China’s manufactur-
ing industry. Therefore, studying the impact of the signing of RCEP on China’s
subdivided manufacturing industry has important guiding significance for China
to make full use of the dividends brought by RCEP.

3. Possible Impact of RCEP on China’s Manufacturing Industry

RCEP has 20 chapters, including trade in goods, rules of origin, customs proce-
dures and trade facilitation rules, which greatly covers all aspects of trade, in-
vestment and facilitation. This paper mainly discusses the possible impact of
RCEP on China’s manufacturing industry from three aspects: tariff concession

of goods trade, principle of accumulation of origin and investment rules.

3.1. Tariff Concession for Trade in Goods

China is the world’s largest exporter of goods. Tariff concession for trade in Goods
will have an impact on Chinese enterprises to a certain extent. After RCEP offi-
cially came into force, China promised that more than 90% of the trade in goods
in the region would eventually achieve zero tariff, including zero tariff imme-
diately and zero tax reduction within ten years, which is the most core and direct
benefit of RCEP. Tariffs have the most direct impact on the relevant industries of
importing and exporting countries. On the whole, RCEP’s tariff concession will
first effectively reduce the price of products and the cost of trade in the region.
The lower price of products will increase the demand for relevant products in
the region, thus import and export of relevant products will be promoted. The
increase of trade of relevant products in the region will also reduce the relevant
trade outside the region. In addition, the reduction of import tariffs on many
raw materials and parts will further improve the liquidity of production factors
and commodities in the region, reduce the production costs of enterprises, and
further drive the output of relevant product departments to increase with the in-

crease of export demand of relevant products.

3.2. Accumulation of Origin

The rules of origin of RCEP determine whether the goods have the origin quali-
fication of RCEP and whether they can enjoy the preferential tariff treatment of
RCEP. “Accumulation of origin” means that when determining the origin quali-
fication of products, it is allowed to treat the original materials of other RCEP
members used in product production as the original materials of the product
producing country, and calculate the regional value components of the original

materials. This will make it easier for the final product to meet the set conditions
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and obtain the origin qualification, so as to enjoy preferential tariffs.

According to the rules of origin of value-added, the labor-intensive assembly
and processing industry may benefit first, and intermediate product manufac-
turers such as semi-finished products and parts will further benefit. However, it
may also promote the transfer of labor-intensive industries to ASEAN countries
with lower costs, so as to speed up the reconstruction of regional industrial chain
and supply chain. In addition, the rule of origin accumulation is conducive to
countries in the region to more flexibly adjust the layout of industrial chain supply
chain based on resource endowment and market advantages, and promote the
formation of a more stable and competitive regional industrial chain division
and cooperation system. At the same time, it will further promote the overall
investment attraction of petroleum and chemical industry, especially the layout
of machinery and electronic equipment. The cumulative rules of origin of RCEP
can also effectively offset the negative impact of cptpp rules of origin constraints
on China’s export enterprises, which is conducive to China’s product export,
and is more conducive to China’s traditional manufacturing enterprises to make

up for their shortcomings and open up the global industrial chain.

3.3. Rules of Investment

Investment rules include investment protection, liberalization, promotion and
facilitation. Among them, investment liberalization clauses mainly include most
favoured nation treatment, negative list of investment, etc.; Investment protec-
tion clauses mainly include fair and just treatment, loss compensation, etc; In-
vestment facilitation clauses mainly include dispute prevention and coordination
and settlement mechanism of foreign complaints. Its focus is on investment
protection and investment promotion.

In the post epidemic era, RCEP’s investment rules will be helpful to alleviate
the impact of the epidemic on investment in countries in the region, making the
investment environment in the region more stable, open and transparent, which
is more conducive to attracting investment outside the region. RCEP invests in
the manufacturing sector in the form of a negative list, and Japan, Australia and
New Zealand are basically fully open in manufacturing except for a few areas.
The high-level commitment to opening up further reduces the threshold of market
access, helps to promote the integration of upstream and downstream industries
in the region, and provides important opportunities for RCEP Member States
to attract investment. For the negative list system of RCEP agreement, China’s
small and medium-sized private enterprises can seize the opportunity, combine
their own development advantages, increase the pace of “going global”, optimize
the investment layout of China’s enterprises, and further expand China’s foreign
investment market. For China’s manufacturing industry, it can rely on its own
resource advantages to attract foreign investment and promote its own devel-
opment, but it is more important to improve its international competitiveness

and better go global.
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All in all, the rules of tariff concession in goods trade, cumulative rules of ori-
gin and investment rules will have a certain impact on the relevant industries of
China’s manufacturing industry. The gradual zero tariff policy of goods trade
will have the most significant impact on the trade cost of goods in the region.
Secondly, it will further promote the export of the textile industry, but at the
same time, the fierce competition will also make the light industry face greater
challenges. The cumulative rules of origin may make labor-intensive industries
benefit first, which is conducive to promoting the development of relevant in-
dustries and promoting the reconstruction of the global industrial chain. In-
vestment rules will play an important role in promoting the introduction of for-

eign capital into China’s manufacturing industry and better going global.

4. GTAP Simulation Analysis

4.1. GTAP Model Introduction and Simulation Scenario Setting

Johansen, a Norwegian economist, established a Computable General Equilibrium
model (CGE) based on Wallace’s general equilibrium theory and combined with
actual economic data. The GTAP model is a global multi-country (regional)
multi-sector comparative static CGE model developed by Purdue University,
USA. Since its development, it has been widely used in research on global trade,
regional trade agreements, energy policy, agricultural policy and so on. Run
GTAP and GTAP database are the two main bodies of the model. The data in
the model database are mainly from the World Bank Development Indicators,
the UN comtrade database, etc.

The quantitative analysis is based on the GTAP 10. The GTAP database covers
65 products and 141 regions. This paper divides the GTAP database into 10 re-
gions, including China (meaning mainland China), Japan, Korea, Australia, New
Zealand, India, ASEAN, USA, EU and Rest of the World. The 65 industrial sec-
tors were grouped into agriculture, extractive industries, services and manufac-
turing. Agriculture includes 20 sectors, extractive industries include 6 sectors,
services include 20 sectors and manufacturing is 19 sub-sectors of manufactur-

ing (as shown in Table 1).

Table 1. 19 manufacturing industry segments.

No. Industry No. Industry No. Industry

1 TEX 8 FMP 15 NMM
2 WAP 9 ELE 16 OME
3 LEA 10 EEQ 17 MVH
4 LUM 11 P_C 18 OTN
5 PPP 12 CHM 19 OMF
6 LS 13 BPH —_— —_

7 NFM 14 RPP e —_—

Note: The author classifies the industry according to gtap10 database.
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To further analyze the impact of RCEP on manufacturing industries at differ-
ent skill levels, the 19 manufacturing segments were divided into low-technology,
medium-high-technology and high-technology manufacturing industries, as shown
in Table 2.

In terms of policy simulation, this paper uses the import tariff rate tms as the
shock variable (tariffs are the only shock variable, and the impact of other factors
such as non-tariff barriers on the model is not considered) to simulate the im-
pact of mutual tariff reductions among members on China’s manufacturing
output, import and export trade in various sectors after the formal implementa-
tion of RCEP.

Three simulation scenarios are set out:

1) 50% tax reduction among RCEP members;

2) 80% tax reduction among RCEP members;

3) 100% tariff reduction among RCEP members.

4.2. Simulation Results and Analysis

1) Output changes of China’s manufacturing industry

Table 3 shows that the output changes of China’s 19 subdivided manufactur-
ing sectors under different tax reduction schemes. Firstly, under the three tax
reduction schemes, the output of China’s textile, clothing, leather products and
other transportation equipment sectors will increase. Among them, the output of
the garment industry increased the most, with changes of 0.83%, 1.33% and 1.66%
respectively. Secondly, the change ratio of papermaking and printing, gasoline
and coal, chemicals and basic pharmaceutical products is negative, which shows
that the tax reduction among RCEP member countries will bring negative effects
to these industries. The output change of automobiles and accessories has the
greatest negative impact, with a negative change ratio of —0.59%, —0.94% and
—1.17%. On the whole, without considering the influence of other factors, with
the gradual improvement of trade liberalization and facilitation, the output of
China’s subdivided manufacturing industry is more and more affected. Among
them, the import scale of automobiles and accessories changed by 54.74% and
44.49% respectively.

Table 4 shows that the changes in China’s manufacturing output at different
technology levels under different tax reduction options after the formal implemen-

tation of RCEP. It can be seen that the output change of low-tech manufacturing

Table 2. GTAP 10 manufacturing sector classification.

No. Industries Industries Included
1  low-technology manufacturing industries TEX, WAP, LEA, LUM, PPP, OMF

2 medium-high-technology manufacturing P_C, CHM, BPH, RPP, NMM, I_S,
industries NEM, FMP

3 high-technology manufacturing industries ~ RPP, EEQ, OME, MVH, OTN

Note: The author classifies the industry according to gtap10 database.
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Table 3. China’s output changes in manufacturing under three simulation scenarios.

Industries Simulation 1 Simulation 2 Simulation 3
TAX 0.19 0.31 0.39
WAP 0.83 1.33 1.66
LEA 0.3 0.48 0.6
LUM -0.04 -0.07 -0.09
PPP -0.09 -0.14 -0.17
P_C -0.06 -0.09 -0.11
CHM -0.38 -0.6 -0.75
BPH -0.05 -0.08 -0.1
RPP -0.33 -0.53 —-0.66
NMM -0.02 -0.03 0.03

1S -0.13 -0.21 -0.26
NFM -0.25 -0.4 -0.5
FMP -0.15 -0.24 -0.3
ELE -0.3 -0.48 -0.6
EEQ -0.03 -0.05 -0.07
OME -0.13 -0.21 -0.26
MVH -0.59 -0.94 -1.17
OTN 0.19 0.3 0.38
OMEF -0.18 -0.29 -0.36

Data source: GTAP10 simulation results.

Table 4. China’s output changes in manufacturing sector at different levels of technology.

Industries Simulation 1 Simulation 2 Simulation 3
low-technology manufacturing industries 0.41 0.66 0.83
dium-high-technol
mediui-Ngh-lecinotogy -0.19 -0.3 -0.37
manufacturing industries
high-technology manufacturing industries -0.36 -0.58 —-0.73

Data source: GTAP10 simulation results.

industry is positive, with changes of 0.41%, 0.66% and 0.83% respectively. The
output changes of medium and high-tech manufacturing and high-tech manu-
facturing are negative, and the negative change range of output of high-tech manu-
facturing is greater than that of medium and high-tech manufacturing. It shows
that medium-high-technology manufacturing industries and high-technology ma-
nufacturing industries still lack international competitiveness to a certain extent.
With the increasing reduction of import tariffs and the improvement of trade li-

beralization, it will have a further impact on the output scale of this kind of manu-
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facturing industry.

2) Changes in the import scale of China’s manufacturing industry when the
tariff is zero

Since the tariff of goods in RCEP will be zero eventually, we will mainly dis-
cuss the change in the scale of China’s manufacturing imports from other coun-
tries when the tariff is zero.

Table 5 shows that it will greatly promote the import of China’s subdivided
manufacturing industries from Japan and South Korea when the tariff is zero.
Specifically, the textile, clothing, leather products, automobile and accessories
industries have greater changes. Among them, the import scale of automobiles
and accessories changed by 54.74% and 44.49% respectively. At the same time, it
can be seen that the reduction of tariffs in the region promotes the increase of
China’s manufacturing imports to countries in the region, while the imports of
the United States and the European Union outside the region decrease accor-

dingly. Imports to the US, EU and the rest of the world in sectors such as textiles,

Table 5. Changes in the import scale of China’s subdivided manufacturing industry from
other countries when the tariff is 0.

JPN KOR AUS NZL IND ASEAN US EU ROW

TEX  43.09 44.51 4727 -1574 25.09 -3.33 -7.71 -8.36 -7.89
WAP 8352 75 91.36 -12.11 77.67 1.81 -4.95 -5.68 -5.24
LEA 5843 46.7 31.75 -7.77 55.81 1.12 -2.18 -2.8 -2.23
LUM 1229 1837 -438 -1.83 1572 1.33 1.97 1.38 1.69
PPP 12.27 235 2.61 0.67 37.48 5.78 0.31 -0.15 0.13
LS 1492 1521 12.11 -3.97 15.8 2.23 -2.57 -2.63 -2.56
NFM  21.21 1845 26 -10.35 30.87 -2.22 -3.99 -451 -4.27
FMP 13.69 13.76 2241 -6.28 33.16 -0.77 1.36 0.73 1.12
ELE  26.65 2335 29.63 -14.94 39.69 12.36 -8.23 -8.8 -8.5
EEQ 3587 36.05 41.66 -12.95 3421 -8.35 -6.67 -7.29 -6.96
P_.C 1116 1589 -1.83 -9.67 11.53 -3.74 -3.27 -376 -3.5
CHM 945 1898 -392 -7.96 4.01 -1.55 1.14 0.53 0.91
BPH 31.88 26.78 24.84 -12.95 52.89 =5.72 -5.18 578 —5.48
RPP 1341 11.68 536 -13.51 22.36 -5.86 -4.18 -4.97 —-4.53
NMM 1932 27.63 33.17 -13.63 41.59 -4.72 -4.93 -5.65 -5.42
OME 20.09 10.55 34.05 -9.66 40.97 -3.96 -2.83 -354 -32
MVH 57.74 4449 3824 -14.76 30.03 12.47 -9.07 -944 -94
OTN 30.87 19.33 98.77 -7.2 50.89 —-0.04 0.98 0.33 0.66

OMF 4933 14.55 469 -9.46 17.22 -2.37 -1.42 -2.26 -1.84

Data source: GTAP10 simulation results.
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garments, non-ferrous metals and power equipment all showed negative move-
ments, with China’s imports of these manufacturing segments shifting to RCEP
members. This is because Japan and Korea are advanced material manufacturing
centers, Japan has a strong industrial scale and competitive ability in machinery
parts and components, and the significant reduction in trade costs will make
China’s imports of related products increase, and will also promote the devel-
opment of China’s related machinery manufacturing industry.

Table 6 shows the changes in the import scale of low-tech manufacturing,
medium and high-tech manufacturing and high-tech manufacturing to countries
when the tariff is zero. Firstly, from the perspective of low-tech industries, tariff
cuts will increase imports to Japan, South Korea, Australia, India and ASEAN.
Among them, the increase in imports to South Korea is the largest. When the ta-
riff is zero, the import scale will change positively by 40.18%. Secondly, from the
perspective of medium and high-tech manufacturing industry, the maximum
positive change ratio of imports from Japan is 20.01%. Thirdly, from the pers-
pective of high-tech manufacturing industry, the largest positive change in the
scale of imports from Australia is 29%. Imports from New Zealand, ASEAN, the
United States, the European Union and other parts of the world will be reduced.
In general, compared with other countries, the import increase of China’s man-
ufacturing industry from Japan, South Korea and India changes greatly. With
the deepening of trade relations among member countries, the implementation
of RCEP can provide RCEP members with a broader export market, which will
play a great role in promoting the friendly bilateral relations between China and
RCEP members.

3) Changes in the export scale of China’s manufacturing industry to various

countries when the tariff is zero

Table 6. Changes in the import scale of China’s manufacturing industry from various
countries with different technical levels.

low-technology high-technology

medium-high-technology

manufacturing 7 . manufacturing
industries manufacturing industries industries

JAP 38.78 20.01 24.29

KOR 40.18 19.04 12.98

AUS 11.48 -0.92 29.00
NZL -3.13 -8.12 -11.04

IND 28.57 16.39 35.42
ASEAN 0.11 3.29 -4.41

US -1.65 -2.59 -4.39

EU -2.56 -3.17 -5.28

ROW -2.01 -2.79 -4.84

Data source: GTAP10 simulation results.
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Table 7 shows that the exports of China’s manufacturing industries to Japan,
South Korea and Australia will increase when the tariff is zero. For Japan, the
change in exports of clothing and leather products will be significantly greater,
with changes of 26.29% and 36.03% respectively. RCEP is the first agreement
between China and Japan to establish free trade relations, opening up China’s
export market to Japan, and Japan is an important exporter of clothing in Chi-
na, so the tariff reduction will greatly promote the export of China’s garment
industry to Japan. Textile, clothing, leather products change of 33.24%, 41.2%,
and 35.76% in South Korea, RCEP will relatively promote the export of these
industries. The export scale of metal products, chemical products and basic
medical products to ASEAN countries moved —2.78%, —1.34% and —0.12% re-
spectively, probably due to the high similarity with the economic structure of
ASEAN countries, these industries in Japan and Korea are more competitive
than China, so some countries in ASEAN turned to import from Japan and

Korea.

Table 7. Changes in the export scale of China’s subdivided manufacturing industry to
various countries when the tariff is zero.

JPN KOR AUS NZL |IND ASEAN UsS EU ROW

TEX 518 3324 245 2.28  48.76 5.96 -3.05 -3.27 -2.95
WAP 2629 412 23.6 4.65  48.66 15.49 -3.98 -322 -2.72
LEA  36.03 3576 11.14 -336 42.77 15.71 =277 -4.13 -3.17
LUM 1071 21.26 2243 -0.01 36.36 6.15 -3.26 -3.08 -2.95
PPP 3.44 542 19.62 152 4046 4.92 -2.5 =275 =255
1S 1.01  16.03 0.2 -1.58 26.37 5.88 -1.04 -0.97 -1.01
NFM 1.93 28.14 12.17 -0.13 26.66 0.15 -1.96 -2.22 -2.15
FMP 1.77  28.31 1.1 0.05  29.07 -2.78 -391 -3.73 -3.81
ELE 4.5 28.03 2196 -1.14 2743 17.79 -191 -2.49 -2.02
EEQ 3.3 2473 1592 0.59 2743 13.8 -2.09 -2.48 -2.16
P_C 4.53 3.39 1014 22 21.29 0.38 -1.51 -2.26 -1.48
CHM 847 33.8 28.82 -251 4874 -1.34 -3.22 -3.61 -3.32
BPH 505 1714 236 -0.11 39.83 -0.12 -2.34 -3.11 -2.61
RPP 3.74 8.98 3.73 1.3 3.87 2.65 -0.65 -0.63 -0.48
NMM 498 3153 1734 -19 38.23 5.89 -1.77 -236 -1.8
OME 6.01 27.7 21.16 -2.12 31.18 2.22 -1.61 -2.38 -1.98

MVH 6.01 3286 531 -697 4l1.1 7.03 0.18  -0.88 0.1
OTN 4.54 17 27.64 -2.09 62.67 15.78 -1.64 -2.54 -193

OMF 585 2355 21.34 -1.04 45.02 3.51 -2.87 -3.13 -3.08

Data source: GTAP10 simulation results.

DOI: 10.4236/ib.2022.142004

51 iBusiness


https://doi.org/10.4236/ib.2022.142004

D. Ling, C. Y. Lv

Table 8. Changes in the export scale of China’s manufacturing industry to various coun-
tries at different technological levels.

low-technology high-technology

medium-high-technology

manufacturing > . manufacturing
industries manufacturing industries industries
JPN 29.18 3.1 5.51
KOR 36.84 18.29 13.24
AUS 27.99 16.91 -0.65
NZL 5.21 -1.1 -4.00
IND 50.46 31.87 15.43
ASEAN 13.84 4.86 1.78

US -3.43 -2.49 -1.12

EU -3.53 -2.73 -1.71
ROW -3.29 -2.57 -1.14

Data source: GTAP10 simulation results.

As can be seen from Table 8: Firstly, the change ratio of export volume of
low-tech manufacturing industry to Japan, South Korea, Australia, New Zeal-
and, India and ASEAN is positive, and the change ratio of export volume to the
United States, the European Union and other regions in the world is negative.
Secondly, from the perspective of medium and high-tech manufacturing indus-
try, exports to Japan, South Korea, Australia, India and ASEAN will increase,
while exports to New Zealand, the United States, the European Union and other
regions in the world will decrease. Thirdly, as for the high-tech manufacturing
industry, its exports to Japan, South Korea, India and ASEAN will increase,
while its exports to Australia, New Zealand, the United States, the European
Union and other regions in the world will decrease. On the whole, the export of
low-tech manufacturing industry to RCEP members will increase and the export
to non-members will decrease, indicating that RCEP will promote the trade
transfer effect of China’s manufacturing industry. In addition, for the export of
Japan and South Korea, the export change of medium and high-tech industries is
significantly smaller than that of low-tech industries, and Japan and South Korea

still have advantages in industries with high technology level.

5. Conclusions and Recommendations

5.1. Conclusions

The simulation results show that RCEP can significantly promote the develop-
ment of China’s manufacturing industry on the whole. From the perspective of
specific industries, the impact of tariff reduction on the output of low-tech man-
ufacturing (textile, clothing and leather products) is positive, while the impact

on the output of medium and high-tech manufacturing and high-tech manufac-
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turing is negative. In addition, the signing of RCEP will produce an obvious
trade creation effect and trade transfer effect. Due to the reduction of intra-
regional trade costs, intra-regional import and export trade will increase greatly,
and more trade outside the region will transfer to the region.

The implementation of RCEP will also help members to make full use of their
industrial competitive advantages. The research of this paper provides some guid-
ance for China to make better use of the endowment advantages of other RCEP
members, improve its international competitiveness and promote the transfor-
mation and upgrading of China’s manufacturing industry. At the same time, the
industrial structures of China and many ASEAN countries are similar, so RCEP
will aggravate the competition between low-tech manufacturing industries to a
certain extent. The research of this paper also provides some ideas for China on

how to transform competition into a complementary competition.

5.2. Recommendations

Tariff reductions present both opportunities and challenges for China’s manu-
facturing sector under the RCEP. Therefore, it is particularly important for Chi-
na to make good use of the dividends of the RCEP to drive the transformation
and upgrading of China’s manufacturing industry, and promote the high-quality
development of the Chinese economy.

China is a core member of the RCEP. China should take its own economic in-
terests as the starting point and strive to achieve win-win cooperation with mem-
ber countries to promote the further implementation of RCEP, while streng-
thening its own ability to resist risks in the complex international and domestic
environment. Deepen communication and cooperation with Japan and South
Korea in high technology level manufacturing industries, and encourage domes-
tic industries to upgrade to high value-added segments such as research and de-
velopment, design and system integration, so as to mitigate the impact of trade
liberalization on China’s high technology level manufacturing industries. In ad-
dition, the government can formulate relevant policies to provide R&D subsidies
and tax breaks for relevant manufacturing enterprises to reduce their costs; at
the same time, it can increase the training of professional and highly qualified
talents in universities and encourage the combination of industry, academia and
research.

As for enterprises, trade in goods, cumulative rules of origin and investment-
related measures are an important opportunity and a powerful grip for China’s
manufacturing industry to move to the middle and high end. Therefore, enter-
prises should grasp the opportunity. What’s more, Enterprises can increase the
use of the cumulative rules of origin and make good use of them to expand the
scale of production of intermediate goods in the chain. The further improvement
of the quality of China’s manufacturing industry requires Chinese manufactur-
ing enterprises, especially medium-high and high-tech manufacturing indus-

tries, to further improve their own technological innovation and cultivate their
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own new advantages in international competition. In addition, Chinese compa-
nies should use international global thinking to layout their industries so that
products, components and raw materials meet international standards, while al-
so enhancing brand recognition and brand value. Enterprises should carefully
sort out their shortcomings, especially to strengthen core technology research
and accelerate the development of core components.
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