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Abstract

This paper focuses on the impad of China s accesson to the WTO on the sedora production within
China and its main trading partners. We nclude that China benefits much more from trade
liberalizationif other courntriesal soreducetheir tradebarriers. A Chineseunil ateral adionwould mainly
benefit other courtries in South-East Asia. Within China itself the seaors Weaing Apparel and
ElectronicEquipment expand. Sedoral productionishowever affeded by modelli ng tariff exemptions
for intermediate goodk. If these exemptions are not introduced, the sedor Textile dedines while it
expandsf we take acount of exemptions. The reasonis that alarge share of these goods is used for
intermediateinpus. For sedors like Leaher and Food pocessng which are often used for final
consumption the opposite result prevails.



1. Introduction

Thirteenyeas ago Chinalaunched its campaign to enter the GATT/WTO. Sincethen, many schaolars
havestudies the impaa of different rates of tariff reductions by China onitself and aher econamies.
Most studiesise an applied gereral equili brium model such as the GTAP model ( Hertel, 1997) G-
Cubedworldmodel (McKibbinandWil coxen, 199§. Almost all simulationresults show that both China
andits mgjor trading partners (US, European Union, Japan, and courtries in South-East Asia) will
benefitfrom China's participation in WTO. Some results also pdnt out that China (including Hong
Kong) will be the biggest winner with net welfare gain of abou US$ 30 hlli on (Bad, et al., 1997
Wang, 1997) annually.

At asedoral level the pictureiscompletely diff erent. The overview of McKibbin and Wil coxen
(1998) shows the lack of agreementtiomsedoral eff eds. Even authors who use the ssmemodel and
data(GTAP) predict different sedoral effeds. Bac et al. (1996 pick Weaing Apparel and Light
manufacturingas winners and Textile & the looser. Yang (1996) predicts that Textile is the second
winner behind Wearing Apparel.

An important reason for these differences is the lack of agreement of the size of tariff cut, in
particularonrelative auits, acoss dors. Theunderlyingreasonisalad of high quality dataonimport
protectionldedly, thesedatashoud na only includestatutory tariff ratesbut al so tariff exemptions, and
indirectsubsidiesand nontariff barriers. For example, theimport tariff s of the GTAP data(McDougall
etal. (1999) aretoo highto match with the wll edionrates of importstariffsin China. The Worldbank
(1994)explainstheselow coll edionratesfor agrea part by tariff exemptionsfor importingintermediate
andinvestment goods used in exportsindustries. Most models do nd take acaount of thes exemption
ratesgxcept for Bachetal. (1996 andDRC(1998. However, bil ateral dataonasedoral level including
thefinal destination d importsarenact avail able. For thisreasonit isdifficult tointroducethe exemptions
in an accurate way.

This paper shows that sedora eff eds depend whether tariffs exemptions areintroduced andin
whichway these exemptions are modell ed. First, we present aunil ateral reduction d theimport tariffs
in Chinabase onthetariff rates acording to the GTAP data. However, these dataincorporate statutory
taxrateswhich do na match thelow coll edionrates of import tariffs. Weincorporatethelow colledion
ratesntwo dfferent waysinthemodel. First, welower all import tariffsignaingsedorsand producing
countriesby abou two thirdsto mimic the clledionratesin 1995.Thisisthe secondsimulation.Inthe
third simulation we incorporate the exemption rates for all imports used as intermediate goods and
investmengoods. Here wefoll ow the Worldbank (1994 which arguesthat the exemption o impaosing
tariffs onimported goods wed for production isone of the main reasonsfor alow colledionrate. The
collectionrateisthe same asin the second simulation. The df edsonthe sedoral patterns are diff erent
however.

In al simulations we assuumethat tariff s and non-tariffs barriers are halved between 2000 ad
2010.Moreover we ssaumethat theMulti Fibre Agreament (MFA)) phasesout between 2000and 2005.
Inthefourth simulationtradeli berali zationtakesplacewith an gobal framework inwhich tradebarriers



arehalved world wide etween 200@Gand 2010 We carty out these simulationswith WorldScan. This
is an applied general equilibrium modeltié world econamy. It focusses on econamic growth in the
long run and trade patterns between eight regions.

In al simulationsthe seaor Weaing Apparel expands very quickly due to the phase out of the
MFA agreement. Motor Vehiclesand Lumber andWoodare most hurt by trade li berali zation dieto the
highinitial import tariffs and nontariff barriers. If we cmpare the threesimulations in which China
takesa unilateral adion the sedor Eledronic Equipment is a winner and also Other Manufaduring
independent of modelling of exemptions.

However,modelli ng tariff exemptions matters. The textile seaor however loses much if no
exemptionsreintroduced becauseof thehightariffs, but expandsif textileimportsused for intermediate
goodsare exempted. Inthelatter case, tradeli berai zaion daesnaot hurt the Chinese Textil e sedor. Also
the mineral sedors loose from trade liberalization if full tariffs are aumed and expand slightly if
exemptionson intermediate goods are assumed. On the other hand, sedors like Leaher and Food
processingexpand lessif tariff exemptions are introduced because their intermediate inpus do nd
become much cheaper in response to trade liberalization.

Themaintrading partnersbenefit from China stradeli berali zation,in particular South-East Asia
andto alesser extent Japan, Western Europe and the United States. In analysing Chinese growth in the
world ecnomy Arndt et al. (1997 also conclude that courtries in South-East Asia benefit most of
China’s growth.

Section2 presents the model, and the base scenario. Sedion 3 dscussthe current import and
export tariffs globally and focusses in particular on China. Section 4 present the simulation results for
theunilateral import tariffs reductionsby Chinawithou exemption rates. This sedion represents also
somesensitivity analysis. Sedion 5introducesthe exemptionrates. Two simulations are presented: one
with an owerall exemption rate of abou 70% and a seaond ore in which imported intermediate and
investmentgoods are exempted. Section 6 focusses on a world-wide dimination d trade barriers.
Section 7 concludes.

2. The model and the baseline

WorldScanhas been @veloped to andyse long-term developmaents in the global econony. The model
reliesonthe neoclasdcd theories of growth andinternational trade. The standard neoclasscd theory of
growth distingushes three fadors to explain changes in production: physicd capital, labouw, and
technaogy. WorldScan augments the simple growth model in threeways. First, WorldScan all ows
overalltechndogyto differ aaosscourtries. It aso takes up the relaked ideathat dewveloping murtries
cancatch up quickly by adoptingforeign state-of-the-art techndogies. Seand,the model distingu shes
two types of labour: high-skill ed and low-skill ed labour. Sedors differ acwording to the intensity with
whichthey use high-skill ed and low-skill ed labour. Courtries can raise per capitagrowth by schoding
andtraining the labou force Third, in developing courtries part of the labour force works in low-



productivitysedors. Inthese sedorsworkersdo nd have accesto capital andtechndogy.Redl ocaion
of labour from thelow-productivity seaorstothehigh-productivity sedorsenablescourtriesto raise per
capitagrowth as well. In principle, all these three fadors affed the performance of a region ony
temporarily.

Box1 WorldScan, a global general equilibrium model

At the heart of WorldScan are the neoclassical theories of economic growth and international trade. The
core of the model is extended to add realism to scenarios. In doing so, we aim at bridging the gap
between academic and policy discussions. The extensions include:

- an Armington trade specification, explaining two-way trade and allowing market power to
determine trade patterns in the medium run, while allowing Heckscher-Ohlin mechanisms in the
long run;

- imperfect financial capital mobility;

- consumption patterns depending upon per capita income, and developing towards a universal
pattern;

- a Lewis-type low-productivity sector in developing regions, from which the high-productivity
economy can draw labour, enabling high growth for a long period.

- two types of labour: low- and high-skilled.

Thesimulationsin sedion 4are permutations of ascenario. They are nat necessarily independent of the
characteristics of this scenario. Therefore, we discuss the main characteristics briefly.

Theso-cdl ed Globali zationscenario (OECD, 1997 aimsto exploretheli nkagesbetween OECD
andnonOECD econamiesin the rearand distant future. It is not necessarily themog plausble or the
mostredistic one. In faq, it depicts a rather optimistic picture of the yeasto come, at least so far as
developingcourtriesare concerned. Theideaisthat when devel opingcourtriesgrow fast or start to grow
rapidly, the linkages between the OECD and the non-OECD courtries intensify. To attain and sustain
high growth rates developing courtries shoud pusue sound danestic pdlicies. Courtries that do na
create favourable conditions for market-based development, are likely to fail.

In the Globali zaion scenario many poa countries catch up,though nd completely, with rich
countriesNon-OECD countries grow a per cgpitarate of abou 5%. The fador endowvments change
significantly in these countries, see Table 2.1.

Table 2.1 Assumptions on exogenous variablesin the Globalization scenario

annual growth 1995 -2020 OECD China South-East  South Asia Rest of the
Asia World
population growth 0.3 0.8 1.2 1.6 1.8
average TFP growth 14 2.0 1.6 1.2 0.9
growth supply of 0.1 1.6 3.8 3.7 29

high-skilled labour
sourcespopuation gowth projedionsarefrom UN (1995. The projedionsonlabour suppy are based on avn cdculationsand

data from, Ahuja and Filmer (1995), Barro and Lee (1996) and own calculations.

'cpB (1999) discusses this scenario more extensively



Theasaumptions on TFP growth are based onthe Globali zation scenario in arder to mimic high gowth
ratesHigh gowth deesindeed occur. However, na only TFPgrowth isresporsiblefor this. To alarge
extent cgpital acawmulation and changes in the endovment labou contribute to growth. Capital
accumulationacourts for abou 40% to GDP growth. The increase in high-skill ed labour through
schooling and labour reallocation from low-productivitshigh-productivity sedorsincreass growth
for about 20% in the developing regions. In Chinatheincrease in high-skill ed labour isrelatively less
importantcompared to the other Asian regions and the Rest of the World. For the greder part thisisdue
to populationdynamics. While the labour force expandsin the dher Asian regionsthat is nd the case
for China. Highemnamic growthinall Asian courtries gsimulatesthelabour shift from low-productivity
to high-productivity sectors. This shift is about 25% of the total labour supply see Table 2.2.
Thesavingsratioin Asiarises, whileit deaeasesin the OECD. Therisein Chinais gedaaular.
Thealrealy high saving ratesare pushed upwards. Becase alarge are of savings are inveded in the
owncourtry this gimulatescapital acaimulationto alarge extent. Higheconamic growth stimulatesal so
changesn the consumption pattern. If per cagpitaincome rises consumer spendrelatively lessmoney on
agriculture(excluding the products of thefood processngindustries) are more on services. The shares
of China, South-East Asia and South Asiain the world econamy will double the next 25 yeas at the
expenseof the OECD. In most regions the trade to GDP ratio fals in a scenario withou trade
liberalization.The most important reasonisthe demandshift to serviceswhich are hardly tradable. Even
if trade in manufaduring dces not dedine the overall trade to GDP ratio will go davn. For the same
reasortherelative low tradeto GDP ratiosin the OECD can be explained bytheimportanceof services.

Table 2.2 Characteristics globalization scenario (all numbers are %)

levels/quotes OECD China _ South-East Asia_South Asia Rest of the
world

year 1995 2020 1995 2020 1995 2020 1995 2020 1995 2020

informal sector (%

labour supply) 6.5 6.5 636 411 376 174 620 435 315 20.2

savings ratio (%

national income) 208 176 370 46.8 329 369 153 310 191 20.0

ratio of value of trade

to GDP 109 132 312 283 387 330 142 129 181 159

consumption share on

Agriculture 1.3 08 223 44 8.5 24 226 89 7.4 3.3

consumption share on

Servicesand Trade .. 72.7 750 400 693 56.2 711 385 605 547 67.2
world share GDP 772 658 29 5.6 4.7 8.6 2.4 41 127 159
world share population14.4 11.3 215 189 8.2 8.0 241 261 318 356




3. Trade and Tariffs

Section? presented some general charaderistics of the scenario and some maaoeconamic outcomesfor
themost relevant regions. Given the overall picturethis ssdionfocussesontrade andtheimport tariffs,
in particular those of China. The trade relations of China and the loéitiet triff swill drive for the
greater part the results for the various sectors and regions.

Table3.1 Tariffslevied and faced by China

import Non-tariff final

import tariff export tariff export tariff barriers consump-
Sector tariff levied faced faced levied tion®
Agriculture 5.2 17.3 -0.6 3.4 0.0 60.4
Raw materials 2.3 4.6 1.3 14.9 45.7 6.1
Food Processing 9.1 27.8 -7.4 2.8 2.7 70.7
Textiles 43.1 18.7 0.1 (2.7)-4.6 24.3 29.8
Wearing Apparel 15.4 11.8 0.7 (7.7} 5.4 18.4 84.3
Leather products 21.0 9.0 0.4 -6.8 184 50.8
Lumber and wood 18.9 3.0 3.8 -6.8 325 32.7
Publishing, paper 12.4 8.8 0.5 -4.0 0.0 26.4
Petrol and coal refinery 3.3 14.9 1.3 12.7 15.0 5.6
Chemicals, rubbers and plastics 155 10.8 0.6 -11.5 3.3 18.4
Nonmetallic minerals 20.4 9.0 0.6 -22.1 0.0 5.3
Ferrous minerals 9.5 7.2 0.2 -4.1 15.9 04
Nonferrous minerals 10.2 3.9 0.3 -11.0 15.9 4.5
Fabricated Metal Products 24.6 7.9 0.4 -9.3 0.0 22.7
Motor Vehicles 71.7 19.6 0.3 49.9 26.3 0.5
Other transport industries 8.0 9.6 0.5 -7.2 0.0 10.3
Electronic equipment 11.8 5.9 0.7 -2.2 6.2 32.0
Machinery and equipment 13.0 5.9 0.5 -6.9 51 10.0
Other Manufacturing 25.0 9.0 0.5 45.2 0.0 15.5
Services 0.9 0.5 1.5 0.0 15.8 31.6
Trade and Transport 0.0 0.6 2.0 0.0 50.5 29.8

source McDougall et al. (1998). Data on non-tariff barriers are from Development Research Center (1998), Hoekman (1995).
Thenumbersin parenthesesrefer to thetariffication of the MFA. These aeincluded in the export taxes of developing courtries

in the GTAP data base.

%Final consumption as share of total demand (including intermediate and investment demand).

FromTable 3.1we can conclude that import tariff s are the highest in manufaduring, and negligible in
Servicesln the sedors Motor Vehicles and Textiles the import tariffs are very high. The non-trade
barriersnthese sedorsare dso high.Other high nontariff barrierscan befoundin Trade and Transport,
Raw Materials, Lumber and Wood. Within manufaduring import tariffs and nontrade barriers for
ConsumerGood such as Food pocessng, Textiles, Weaing Apparel, Leaher products and aher
Manufacturingarein general highthan for other sedors. In general, Chinafaceslower tariff sif it exports
goodsand services. Only in Agriculture and Food processng the import tax facel ishigh, in particular
dueto Japan and Western Europe. China levies also export taxes. This prevents the export of Raw
Materials which are necessary for producing goods. A lot of manufacturing exports are subsidized.



The imports in manufaduring are the most important for China and the import tariffs are the
highest.Therefore we analyse these tariffs in more detail in Table 3.2. It appeas that China levies
differenttariffsfor products of different origin. For conveniencewe have classfied the manufaduring
sectorsn Consumer Goods consisting d Food gocessng, Textil es, WeaingApparel, Leaher, Lumber
and Wood and aher Manufaduring, Energy-intensive Goods consisting d minerals, Paper and
publishing, chemicds, rubbers and pastics nd petrol refineries, and Capital Goods consisting o
Fabricated metal products, transport equipment, machinery and electronic equipment.

Table 3.2 Import tariffsin manufacturing by region of origin

sector Consumer Energy-int.  Capital Goods
Goods Goods
United States 12.2 10.5 10.6
Japan 37.8 13.3 20.3
Western Europe 13.0 10.5 21.9
Pacific OECD 12.3 7.1 8.4
South-East Asia 34.3 17.9 12.5
rest of the world 16.5 7.5 19.9

If the average importstariffsin China per sedor are split up to the producing regionsthe import tariffs

for Consumer Goodsare higher than for other manufaduringsedors except for theimport from Western

Europe and the Rest of the world. In all cases there seenmat@ladon between the value of imports
(againstworld prices), see Table 3.3, and the rate of the import tariff. The import tariff in energy-
intensive goods is the highest for imports from South-East Asia. This is also the most important trade
partnerin this dor. The same is valid for the tariff rate in Consumer Goods. These tariffs are the
highestfor Japan and South-East Asia, which are dso the most important trade partners. Japan and
Western Europe are also the most important exporters of Capital Goods toa@tiiieaethe highest

import tariffs compared to the other trade partners.

Table 3.3 import valuesin manufacturing in billion US dollar

sector Consumer Goods Energy-int. Capital Goods
Goods
United States 3.2 5.7 124
Japan 6.8 111 28.6
Western Europe 5.0 7.3 25.0
Pacific OECD 1.2 1.9 1.9
South-east Asia 23.2 19.4 27.8
Rest of the world 4.1 7.6 2.2

From this analysis we draw the following conclusions. If import tariffs in China ae diminated, the
ConsumefGoods edorin South-East Asiawill benefit most and the Energy-intensive Goods dor in
South-EasfAsia andthe Capital Goods dor in Japan andWestern Europe. Overall South-East Asia can



be expected the winner of trade liberalization in China.

4, Tradeliberalization

If Chinawantsto enter the WTO it hasto lower itsimport tariffs. This sdion analyses the dfeds of
reducingthe import tariffs and nontariff barriers by abou 50% for the various sdors and various
regions and the abali shment of the MFA agreemnent in 2005.The first smulation shows the effects of
reducinghetariff sacordingtothe GTAP data(high-tariff simulation). The seaondandthird simulation
reveal the results if the tariffs ratare substantially lower such that the caledionrate (is the \velue of
importtariffsto the value of imports) is4.%% asit wasin 1992the cae, see World Bank (1994). Those
simulationsare discussed in Sedion 5(reduced-tariff and exempted-imports smulation, respedively).
Our fourth simulation assumes a world-wide reduction of trade barriers (global-reduction simualtion).
It takes the view that China s accesgonto the WTO and the Mill ennium roundwill | ead to a @mpete
abolishment of trade barriers. Section 6 presents this simulation.

We present resultsfor the end o the simulation period 2020 We show the diff erenceswith our
baseline described in section 3 in particular for the sectoral structure in Chithe aradroeconamic
affectsfor the most important trade partners, that is to say the United States, Japan, Western Europe,
Pacific OECD and South-East Asia.

trade liberalization in China according to the GTAP data (high-tariff simulation)

We assume that import aegport tariffs and non-tariff barriers are lowered propationally from 2000
onwardsurtil they arehalvedin 2010.Thereduction o import tariff swill stimulateimports, in particular
in manufaduring. The MFA agreements gradually phases out between 2000and 2005. Most trading
partnersof China, likethe United States, Japan, Western Europe, Padfic OECD and South-East Asiawill
benefit. Table 4.1 shows that the volume of consumption andf@Dke OECD regions will slightly
goup.Their welfare gainin 2020measured bythe equivalent variation' varies between 9and 40 hilli on
US$. Therelative gainsfor the more dose OECD regions, Japan and Padfic OECD are higher than for
WesternEurope and Unite States, althoughthe latter two benefit to alarger extent from the dimination
of the MFA. Thewelfare gainsfor South-East Asia ae substantially higher. The terms-of-tradein most
OECDregions dightly improvesduetoincreased import competiti onin thetextil esandweaingapparel
markets. This is a response to the phase out of the MFA.

1Theequival ent variationismeasured i sthe diff erence between the volume of consumptionin the pdli cy simulationandthe base
line multiplied by the consumption price in the base line.



Table4.1 Macr o economic effects of trade liberalization (GTAP data) in 2020
deviations from baseline

volume of volume of EV measure terms of trade (%)
GDP(%) consumption (%) (billion US$)
China 2.1 2.8 52.9 -0.4
United States 0.0 0.1 18.8 0.1
Japan 0.2 0.5 30.3 0.0
Western Europe 0.1 0.3 394 0.1
Pacific OECD 0.2 0.6 8.8 0.2
South-East Asia 1.4 2.2 76.4 0.1

source: WorldScan.

Chinabenefits more from unil ateral trade liberalization than its main trading partners. The volume of
GDP and consumption goup by more than 2%. The welfare gain is abou 50 Llli on US$. China
experienceasmall terms-of-tradeloss Export pricesare even morereduced thanimport pricesbecaise
Chinese producers want to increase their foreign market shares as a resporse to the dedine in hane
markets hares.

The breskdown o the fairly high tariffs acording to the GTAP data boaosts imports of
manufacturinggoods. Thesegoodsare nat only demanded by consumersbut al'so byfirms. Thefirst row
in Table4.2showsthat theimportsin manufaduringincrease by abou 300 Llli on ddlar. Thelarger part
of the increase in Consumer Goods is imported from SouthASastThe dready high imports in the
baseyea and highimport tariffs explain this result. The seador Consumer Goodsisrelatively low-sKill
intensivewhichistypicdly thekind d goodsin which South-East Asiais gedalized. The other winner
in the Consumer Goods sedor is Japan -compared to the other OECD regions. This result can also be
explainedby the relative large bre&kdown o trade barriers, see Table 3.2. The combination of high
importtariffs and already large imports from South-East Asia and Japan in the Energy-intensive seaor
explains the big increase in imports from these regions.

Table4.2 Trade effects of trade liberalization (GTAP data) in 2020
deviations from baseline

Consumer Goods Energy-intensive Goods Capital Goods
billion US$ import export import export import export
China 143.2 245.0 65.9 56.8 118.4 139.9
% of import export import export import export
United States 1.3 47.9 2.8 17.1 4.8 21.2
Japan 115 9.1 17.5 13.6 32.4 9.8
Western Europe 2.4 25.7 4.1 17.8 29.4 27.2
Pacific OECD 0.5 4.0 0.7 3.9 0.3 3.9
South-East Asia 80.0 7.5 66.0 34.5 29.9 23.4

source: WorldScan, prices are 1995 producer prices



Forthe aygregated seaor Capital Goods the pictureis more diverse. Western-Europe faces highimport
tariffs in the base simulation and is relatively import&sa result the largest share of the increase of
CapitalGoodsimportsoriginatesfrom Western Europe, Japan and South-East Asia. For South-East Asia
theincreasing exportsin Capital Goods arerelatively lessimportant than for the OECD regions. South-
East Asia also specializes in Consumer Goods.

Chinesexportsin Energy-intensive Goods and Capital Goodsrise nealy asmuch or even more
thanimports. This s1ggest that the lossin sales at the home market is off set by extra sales abroad. M ost
of these goods are exported to the OECD and Suth-East Asia. This reflects the spedali zation pattern.
Chinais more spedalized in Capital Goods than ather Asian regions, but lessthan the OECD. In the
sameway theother Asian regionsaremorespedali zed in producing Consumer Goodsthan Chinais. The
abolitionof the M FA agreement boost exportsin Consumer Goodsto the OECD. Nealy half of the extra
exports goes to the United States.

The differences between extra imports and exports for the various saors due to trade
li berali zation explain the changs in producton and valueaddel. Table 4.3 shows tha the produdion
of Energy-intensive Goods and Capital Goodsdeaease substantially. Theshrinking d the sedor Capital
Goodscan be explained bythe disappeaance of the seaor Motor Vehicles. The breskdown of the very
high import tariff, (see Table 3.2) nearly wipmg the total industry. As a result mod of the resources
usedin the motor Vehicle industry are redlocaed to ather manufaduring sedors like Eledronic
Equipment, Madinesand Equipment andWeaingApparel andAgriculture. The Consumer Goods sctor
thus boasts due to the expansion d Weaing Apparels. Here the end d the MFA compensates the
breakdowrof import tariff sin Consumer Goods. Table Al showsthe sedoral effedsfor Chinain more
detail.

Table4.3 Sectoral effectsfor China (GTAP data) in 2020
deviations from baseline

Consumer Energy-int.  Capital

Goods goods goods
relative production 8.1 -2.7 -4.2
valuye added share 0.8 0.0 -0.7

source: WorldScan.

sensitivity analysis

Theterms-of-trade losses for Chinain these simulations depend  onthe price-elasticiti es assumptions.
Forthis reasonwe have run ancther set of simulations (a baseline and apalicy simulation) with lower
Armingtonelasticities. The Armington elasticiti es are reduced by eébout50% Thedifferenceswith the
previous simulation are modest however.

For China the dfeds on hane markets are much larger than onexport markets. Imports are
reducedoy abou 50% whil e the reductionin exportsis much lower. As aresult the relative GDP gains
arelarger abou 7% compared to 2% before. The main reasonisthat competitionislessfiercenow. So,
thereductionof import tariffs induces now to alimitedincrease in imports. Moreover, the hane bias



is larger because the adual market sharesin 1995are caibrated with lower Armingtonelasticiti es.” This
“protects’also hane sales of Chinese producers. Export pricesarelowered lessthan before. Asaresult
the terms-of-trade loss turns in to a gain of about 0.4%

The import and export pattern are not redly affeded. However, the extra exports remain
relatively high, in patticular for Consumer Goods This is also refleded bythe changes h produdion
volumesper sedor. The production wolumes in all manufaduring sedors increase. This increase in
productioncorresponds to the increase in the volume in GDP. For the trading partners of China the
effectsare similar in bah sets of simulations. This is not surprising becaise the padlicy simulation
assumes only changes in Chinese trade policy.

5. Tariff exemptionsand trade liberalization in China

Thesmulationsin this diontake acourt of thefad that the wlledionrateis4.9%in China. Thefirst
simulation (reduced-tariff) assumes that all imports are partzaéiypted by apropational rate such
thatthe olledion rate is 4.9%. This is based onthe ideathat the statutory imports rates are often
exemptedsisdiscussed byWorldbank (1994). Unfortunately wedo nd haveinformation onexemptions
persedor and trading partner, such that a propartional deaease of the import tariffs acording to the
GTAP dataseemsto bethe only alternative. One of the main reasonsfor the low colledionratesarethe
exemptiongor imports used asintermediate andinvestment goods. The secondsimulation ( exempted-
imports)inthis edionasaumesthat only importsused for productionare exempted. For import used for
final consumption the full import tariff (according to the GTAP data) is imposed.

Themain resson d introducing two set of simulationswith lower initial import tariffsisaladk
of data on the predse size of exemptions classfied for the several destinations of imports and their
origin. By introducing two extreme types of simulations - equal propational reduction o the import
tariffs over all sedorsandall owingfor exemptionsonintermediate andinvestment goods - we get some
ideaon thedifferent reldive sdoral effeds. As noted by McKibbin and Wil coxen (1998)changesin
relative tariffs across sectors could be of more importance than an across-the-board change of tariffs.

Because ointroducing exemption rates, the baseline of this simulation deviatesa bit fromthe
baselinedescribed in sedion 3. The diff erences originatesin the diff erent values of the df edivetariffs.
Weasaumethat import tariff sand nontariff barriersarelowered propational y from 2000 onvardsuntil
theyarehalvedin 2010asbefore. We dso assumethat the M FA agreament phasesout between 2000and
2005for China. We present the results of trade liberali zaionin deviationfrom the baseline for theyea
2020. We focus here on the numericd differences with the previous smulations becaise we ae
interested the numerical effects of trade liberalization with different levels of import tariffs.

all imports exempted by a proportional rate (reduced-tariff simulation)
The pattern of the maaoemnamic dfedsisthe same & before but the dfedsare smaller. The welfare

'CPB (1999) deals more extensively with this issue.
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gainof the main trade partners of Chinaislower compared to the high-tariff case. For the United States
the benefits are abit larger. South-East Asia is also in this case the big winner of unilateral trade
liberalization by China, in particular in welfare terms.

For China the welfare gains are substantialy lower. In GDP terms the reduction in gains is
modestput in terms of the equivalencecriteria the reductionis substantial. On the other hand, peple
savemore. Althoughthe increase in welfare on a pure cnsumption kasis is much lower, their inter-
temporalwelfare is much higher dueto trace liberalization. The welfare df eds of trade liberali zation
in 2020are small er than before because the reduction d import tariffsis snall er and so are the welfare
gains due to lower consumer prices.

Table5.1 Effects of trade liberalization with reduced GTAP import datain 2020
deviations from baseline

volume of GDP(%) volume of EV measure (billion terms of trade (%)

consumption (%) US$)
China 1.4 0.5 9.5 -0.5
United States 0.1 0.2 19.3 0.1
Japan 0.1 0.2 134 0.0
Western Europe 0.1 0.2 20.2 0.1
Pacific OECD 0.2 0.3 5.3 0.2
South-East Asia 1.0 1.5 52.6 0.2

source: WorldScan.

Theseesultsare mnfirmed byanalysing changesin the import and export value for manufadturing in
Table5.2.Theimports of Consumer Goods and Energy-intensive Goods are mainly produced in South-
EastAsia. However, asmall er share of importing Energy-intensive Goods and Capital Goods originates
from South-East Asianow. From the OECD imports Japan is the most important trading partner. For
CapitalGoodsimportsfrom Western Europe ae dsorelatively important. Overall theincreaseinimports
is reduced by about 50%.

Table5.2 Trade effects of trade liberalization (reduced GTAP import tariffs) in 2020
deviations from baseline

Consumer Goods Energy-intensive Goods Capital Goods
billion US$ import export import export import export
China 90.8 191.2 31.6 37.4 59.2 87.9
% of import export import export import export
United States 1.9 50.1 3.1 154 7.1 20.4
Japan 9.3 7.8 21.0 14.5 29.2 11.1
Western Europe 3.5 26.9 4.7 17.5 33.0 25.0
Pacific OECD 0.7 4.3 1.1 3.7 15 3.7
South-east Asia 79.1 5.9 53.5 35.2 23.5 25.3

source: WorldScan, prices are 1995 producer prices
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Chineseexports are much larger than the imports in al threemanufaduring sedors. Exports are dso
reduced, but less than the imports. This suggest that the loss in sales at the home market is completely
offset by extra sales abroad. The export pattern of these extra exportsis smilar as above: most of the
ConsumefGoodsgoto the United States, Japan and Western Europe. From the sedors Energy-intensive
Goods and Capital Goods a relative large share is exported to South-East Asia.

Table 5.3 shows that productigolumein Conumer Goods increass substartially in China
Theincrease is even more pronourced than in the high-tariff simulation. The reason is that the sector
Textilesincreases (seetable Al),while it was ®verely hurt by the reduction d the highimport tariffs
before (see Table 3.1). The production vdumes of the other manufaduring sedors do nd change
significantly as a resporse to trade liberali zation. In the high-tariff simulation, production vdumesin
these sectors decreas@dthe cetailed level production dhifts ocaur within these sdors. Becaise the
reduction d the import tariffsis much lower now, sedors are dso lesshurt by chegoer imports. The
clearesiexamples are the sedors Textil es and Motor Vehicles. The latter seaor shrinks now by 30%
insteadof 60% as before. This explains the modest changein Capital Goods. However, other sedorsdo
notexpand as much compared to the high-tariff simulation. Examplesare FoodProcessng,Ledher and
ElectronicEquipment. There ae several reasons for these results. First the change in tariff reductionis
not propational over al sedors becaise the size of the sedoral nonttrade barriers differs. Seaond,
dependingon production techndogies sdors, benefit to a diff erent extent from lower prices of their
intermediate inputs.

Tableb.3 Sectoral effectsfor China (reduced GTAP import tariffs) in 2020
deviations from baseline

Consumer Energy- Capital
Goods intensive goods
goods
relative production 10.8 0.0 -0.7
value added share 1.0 0.2 -0.1

source: WorldScan.

intermediate and investment goods exempted from import tariffs (exempted-imports simulation)

Thissimulation assumes that intermediate and investment goods are exempted from import tariffsto a
largeextent. For imports used for final conaumption China levies the full statutory GTAP tariffs, see
Table 3.3. The exemptions for paying import tariffs are essumed to be 88% for all i nvestment and
intermediataleli veries of manufaduring good. The exemptionrateis88% suchthat the wlledionrate
is still 4.9% asinthe previous smulation.! Becaise the tariff s are lower, the baseline of this smulation
deviatesabit from the baseli ne described in sedion 3The diff erences originatesin the exemptionrates

“The GTAP data base does not split up hlateral trade & a secoral level for destination categories. So, it is not passble to
discriminate between imports between used for consumption and intermediate inpus at a bilateral base. GTAP provides
information on thedestination o total import within a sedor. We asume that this divisionisvalid at abil ateral level. In fad,
it will nat be the cae. It seans more likely that imports from courtries which face arelatively high (low) tariff are relatively

much used as intermediate (consumption) goods which are exempted from import levies.
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for the import of intermediate goods. We assume that trade barriers are lowered propartionally from
2000 onwards until they are halvied2010as before and that the MFA phases out in 2005.We focus
hereon the numericd diff erences with the reduced-tariff smulation because we ae interested in the
effectsthe dimination d highimport tariff sfor consumption goodcompared to the dimination o low
tariffs of imports used for consumption and intermediate goods.

Table5.4 Economic effects of trade liberalization with tariff exemptionsin 2020
compared to reduced-tariff simulation

volume of volume of EV measure terms of trade (%)
GDP(%) consumption (%) (billion US$)
China 0.3 -0.1 -1.3 -0.1
United States 0.0 0.0 -0.2 0.0
Japan 0.0 0.0 -1.1 0.0
Western Europe 0.0 0.0 0.1 0.0
Pacific OECD 0.0 0.0 -0.1 0.0
South-East Asia -0.1 -0.1 -3.1 0.0

source: WorldScan

Table5.4shows the difference of macroeconomiff@dsin eliminatingimport tariffs taking acourt
of exemptions and in eliminating reduced importstariffs. Table 5.4 shows that these results are nealy
similar.On the one hand, thisis nat surprising. The total shock, that isto say the sizeof the dimination
of trade barriers is the same in bah sets of simulations. On the other hand, the distortionary eff ects
deviate.For that reason the volume of GDP is a bit higher in China, athoughthe welfare gains are
lower. The reasois that people save more in resporse to the higher red interest rate. With reged to
the trading partners, only South-East Asia is slightly affected..

Thesedora effedsarelarger. Table 5.5showsthe diff erencesinimport and export changes of
manufacturinggoodsin Chinain deviationfrom the baseli ne. The cmparisonwith Table5.2showsthat
relativelylessEnergy-intensive and Capital Goods areimported dueto trade li berali zation because the
initial importstariffsarelessdistortionary in these sedorsthan in Consumer Goods. Asa mnseguence,
the effeds of trade liberalizaion are lower for the former two sedors. The reason is that Consumer
Goodsarefor amuch larger part used for consumption and Capital Goods and Energy-intensive Goods
aremainly usedasinput in produdion (seeTable 3.1). Theseinpus are exempted from impat tariffs,
sotariff elimination hasnealy noeffed inthese seadors. However, importsin Consumer Goodsare dso
lower because Textiles expand. This sector delivers much inputs to Wearing Apparel.

Table 5.5 also shows that South-East Asia is affected bgXpedsin Consumer Goods and
Energy-intensiv&oodsto China. To alarge extent the Rest of the World including South Asiabenefit
from this. The table shows clearly that the OECD does not benefit.
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Tableb5.5 Trade effects of trade liberalization with tariff exemptionsin 2020
difference from policy simulation with proportionally reduced tariffs

Consumer Goods Energy-intensive Goods Capital Goods
billion US$ import export import export import export
China -6.4 -3.8 -6.0 -2.8 -9.2 -8.2
% of import export import export import export
United States 0.4 0.4 -0.0 -0.1 0.0 -0.0
Japan -0.6 -0.2 0.6 0.0 -1.1 -0.1
Western Europe 0.3 0.1 -0.0 -0.1 1.0 -0.0
Pacific OECD 0.1 0.0 0.2 -0.0 0.1 0.0
South-East Asia 1.7 -0.3 3.2 0.1 -0.0 0.0

source: WorldScan, prices are 1995 producer prices

Thesesffedsontradein manufaduring are dso depicted in Table 5.6. Thistable showsthe diff erences
in the relative changes in production volume and absolute changesin value added sharesof thethree
manufacturingsedors between the exempted-import and reduced-tariff simulation. It is clea that all
sectorsgrow, which was also apparent from the lower import in Table 5.5. The reason is that sectors
which are often used for intermediate deliveriesand investment does not facemuch extra mmpetition
now. The trade barriers were dready low due to exemptions such that the negative dfeds of more
competitionat home ae limited. So these sedors grow relatively. Examples are Textiles, al kind o
minerals andMotor Vehicles. Becaisejust sedorswhich produce alot of intermediate andinvestment
goodsperform well, ather sedors can oltain relatively cheg intermediate goods. This reduces the
relatively negative effect®r the sedors often used for final consumption. Although hese sdors are
more hurt by the initial reduction of import tariffs low input prices compensate to some extent.

Tableb5.6 Sectoral effectsfor China (other data) in 2020
deviations from reduced-tariff simulation

Consumer Energy- Capital
Goods intensive goods
goods
relative production 0.8 0.7 0.4
value added share 0.0 0.0 0.0

source: WorldScan.

Theour trade-li berali zation simulationsinthe caesinwhichall im portsare exempted to apropartional
rate and in which intermediate goods are exempted from import tariffs dow that modeling o
exemptionssimportant. Thisimportance gpeasat thesedoral level becaisetheimportsof thevarious
manufacturinggyoods are used to adifferent extent for final conaumption and inpusin production and
investmentlf exemptions are only used to lower propartionally all tariff levels, the sedors Textiles,
mineralsand Motor Vehicles are relatively worse off, because these ae used to a large extent as
productioninpus. However, if inpusfor productionare exempted from payingimport tariffsand good
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for consumption nd, Leaher, Food pocessng, Lumber and Wood, Eledronic Equipment, and aher
Transport Industries in China will be worse off.

6. Global tradeliberalization

Sofar thepdlicy simulationshave shownwelfare df edsof reducing uril aterally importstariffsin order
to enter the WTO. Oneof the gainsof entering the WTO is, except for the ptases out of the MFA, to
participatein new rounds of trade liberalizaion. A new roundsuch as the Mill ennium round could
reducetrade barriers substantially throughou the whole world. China & an significant exporter of
manufacturing goods could benefit significarftigm such an agreement. Therefore we simulate here
thecasethat all im port andexport taxes and nontariff barriersin al regionsare propartionably reduced
by 50% between 2000 and 2010. The value of the import tarifidesired from the GTAP databas,
but for China we asume the same exemptions for intermediate and investment goods as in the
exempted-import simulation. We focus on the results for China and its main trading partners for the
comparison with the exempted-import simulation.

The elimination ofmport tariffs stimulates trade, in patticular in mandaduring. Trade and tariffs
in services are relatively small, such that trade liberalization hes nealy noeffed in spite of the large
non-tariff barriers. Chinagains from aworld-wide trade li berali zation. The volume of productionrises
with about 5% and of consumption with 6%. China experiences a small terms-of-trade loss.

Table6.1 Macr o economic effects of global trade liberalization in 2020
deviations from baseline

volume of volume of EV measure terms of trade (%)
GDP(%) consumption (%) (billion US$)
China 5.0 5.7 1115 -0.1
United States 0.3 0.4 55.7 0.4
Japan 1.0 14 97.0 0.0
Western Europe 0.4 0.4 56.7 0.3
Pacific OECD 15 1.6 24.9 1.0
South-East Asia 4.7 6.2 218.9 0.3

source: WorldScan.

The net welfare gain is abou 100billionUS ddllar, see Table 6.1. The OECD regionsberefit also in
absolutdgerms, bu thegainsare small erin GDPterms. Thewelfaregainsfor South-East Asia ae large.

A global elimination d trade barriers has a large impad on spedalizaion petterns. China
exportsmuch more Consumer Goods but lessEnergy-intensive Goods and Capital Goods compared to
thebasline Theimports are increased for all threesedors. The import pattern itself is not changed.
Most of the imports come from South-East Asia and from the OECD imports Jpan is the most
importantproducer. Exports of Conaumer Goods meinly goto Western Europe and the United States.
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Table6.2 Trade effects of global trade liberalization in 2020
deviations from baseline

Consumer Goods Energy-intensive Goods Capital Goods
billion US$ import export import export import export
China 133.1 220.7 75.8 47.2 136.1 63.6
% of import export import export import export
United States 2.3 41.8 3.6 20.1 5.9 18.5
Japan 7.9 5.7 17.7 5.0 23.8 0.2
Western Europe 4.5 20.0 6.9 11.2 25.0 17.0
Pacific OECD 0.8 3.7 1.3 4.7 1.3 4.8
South-East Asia 73.9 12.6 53.8 36.4 39.0 30.6

source: WorldScan, prices are 1995 producer prices

Thesenumbers suggest that the sedoral eff eds are stronger than in the previous smulations. Thisis
confirmedby Table 6.3. The volume of production of Consumer Goods rises with abou 15% while
productionof Capital Goods deaeases. Endovments are shifted from the latter sedor to Consumer
Goods. Its share in value added increase with abfidydoints at the expase of Energy-intensive and
Capital goods.

Table6.3 Sectoral effectsfor China of global trade liberalization in 2020
deviations from baseline

Consumer Energy int. Capital

goods goods goods
relative production 14.8 1.0 -3.7
value added share 0.9 -0.1 -1.4

source: WorldScan.

Chinaspedalisesin Weaing Apparel and Food processng and Textil es al so expand. For these reasons
the sedor Consumer Goods is very important for China. Its paosition in Motor Vehicles, Eledronic
Equipmentand Madhines and Equipment is sriously worsened. This explains the fall of the Capital
Goods sector.

7. Conclusions

China’sentranceto the WTO andthe acompanied opening up d China' smarketsis dill amajor theme
in the relations between China and the induwstrial courtries. This paper shows the dfeds a trade
liberalizationby China & aunil ateral |evel andasapart or aworld-widereduction d trade barriers. Our
analysishowsthat themaintrading partnersof Chinawill benefit from an urilateral tradeliberalizaion
by China. In particular, the countriesin South-East Asiagain becaise their labour-intensive exportsto
China will increase.

16



Chinaitself does also experience awelfare gain. Mainly the fast expanding sedor Weaing
Apparelcontributes to the GDP and welfare gain due to the dolition of the MFA. The seadors Motor
Vehicles and Lumber and Wood decline heavily because of the large cuts in import barriers.

Theeffedsonthe other sedorsdependto alarge extent onthe modelli ng d thetariff sbarriers.
It is clea that the tax incidence from import taxes is much lower than the statutory tax rates would
suggestOne of the main reasons is the exemption d tariffs for imports used for investment and
productionTomimicthe cll edionrateswe have modell ed exemptionsintwowaysbesidethe caethat
wedid nd introduce exemptionsratesat al . Thefirst wasan overall propartional reduction o theimport
tariffs. The secondway was to exempt all im ports used for investment and production and to use the
statutory tax rates for final consumption.

The sedor Textile expands if unilateral trade liberalization takes placegiven that imported
intermediategoods are exempted from payingtariffs. If initial tariff sare high,tradeliberali zation huts
Textilesheavily, becaise foreign producers penetrate a the Chinese markets. Similar results apply for
minerals. Also the sedor Chemicds, Rubbers and Plastics performs much better if the trade-
liberalizationanalysis takes acount of exemptions. For sedors like Leaher and Food Processng the
oppositeresult hads. These products are often usedasconsumption goodsuch that theimport tariffs
are still high even if exemptions for intermediate goods are introduced in the model.

Theseresults auggest that modelli ng d tariff sand exemptionsisvery important inthe analysis
of China s entry to the WTO. In particular the analysis of a sedor like Textil es depends on the way
exemptions are modellebit aso for other sedors the shifts in production and inpus are substantial.
Forthat reasonit would bevery interestingto oltain bil ateral tradedataon onthedestination o imports
for China.

References

Ahuja, V. and D. Filmer, "Educational Attainment in Developing Courtries. New Estimates and Projedions
Disaggregatetlty Gender", A Background Paper for the World Development Report, 1995, The World
Bank, Washington DC.

Arndt, C., T. Hertel, B. Dimaranan, K. Huff, and R. McDouggll (1997, Chinain 2005 Implicaions for the Rest
of the World,Journal of Economic Integration; 12(4), p 505-47.

Bach,C. F., W. Martin. and J. A. Stevens (1997, China and the WTO: Tariff Offers, Exemptions, and Welfare
Implications,WeltWirtschaftliches Archive 132 (3) .p 409-431.

Barro,R.J. and JW. Lee (1996, International Measures of Schoding yeas and Schoding Quality, American
Economic Review 32, 363-394.

CPB (1999)WorldScan the core model, The Hague.

Developing Research Center (199H)e Global and Domestic Impact of China Joining the World Trade
Organization, China.

Hertel, T. (1997)Global Trade Analysis: Modeling and Applications, Cambridge University Press.

HoekmanB. (1995, Assessngthe General AgreementonTradein Services, inW. Martin,andL.A. Winters, The

17



UruguayRoundand the Developing Econamies, World Bank Discussion Paper 307, WashingtonD.C..

McDougall,R.A.,A. Elbehri,andT.P. Truong(1999. Global TradeAssistanceand Protection: The GTAP 4 Data
Base, Center for Global Trade Analysis, Purdue University.

McKibbin, W. J., and Peter Wilcoxen (1998, The Global Impads of Trade and Financial Reform in China,
Working Papers of Econamics Division, Asia Padfic Schod of Econamics and Management, The
Australian National University.

OECD (1997) The World in 2020: towards a new global age, Paris.

Yang, Y. (1996), China’s WTO membership: what's at stalé&|d Economy 19, p. 661-682.

Wang,Z. (1997, China and Taiwan accessto the World Trade Organisation: implicationsfor U.S. agriculture and
trade Agriculture Economics, 17, p. 239-264.

Worldbank (1994), China: Foreign Trade Reform, A World Bank Country Study, Washington, D.C.

Appendix Regional and sectoral concordances for WorldScan

1  United States 1  Agriculture
2 Japan Paddy rice, Wheat, Grains, Cereal Grains, Non grain crops,
3 Western Europe Vegetables, Oil seeds, Sugar cane Plant-based fibres,
United Kingdom, Germany, Denmark, Sweden, Finland Crops, Bovine cattle, Animal products, Raw milk,, Wool
Rest of European Union, EFTA Forestry, Fisheries,
4  Pacific OECD 2  Raw Materials
Australia, New Zealand, Canada Oil, Gas, Coal, Minerals
5 China 3 Food production
China, Hong Kong Processed rice, Meat products, Vegetable Oils, Dairy
6 South-East Asia products, Sugar, Other food products, Beverages and
Republic of Korea, Indonesia, Malaysia, Philippines,
tobacco
Singapore, Thailand, Taiwan, Vietham Textiles

7 South Asia & Rest
India, Sri Lanka, Rest of South Asia, Rest of the World

8 Rest of the World
Eastern Europe, Former Soviet Union, Turkey, Rest of Rest of Manufacturing
Middle East, Morocco, Rest of North Afric&outh Pulp and paper
African Customs Union, Rest of Southern Africa, Rest 910 Petroleum and coal
Sub-Saharan AfrigaCentral America and Carribean, 11 Nonmetallic minerals
12 Ferrous minerals
13 Nonferrous minerals
14 Chemicals, Rubbers and Plastics
15 Fabricated Metal Products
16 Transport industries

Wearing Apparels
Leather etc.
Wood products

©O© oo~NO O~

Mexico, Argentina, Brazil, Chile, Uruguay, Venezuela,

Colombia, Rest of South America

Aggregate sector consistef sectors 17 Machinery and equipment
Consumer GO_OdS: 3t08 18 Electronic equipment
energy-intensive Goods: 9 to 14 19 Motor vehicles and parts
Gapital Goods: 15to 19 20 Services

Electricity, Gas manufacture and distribution, Water,
Construction, Financial, business and recreational serviges,

Public administration, education and health, Dwellings
21 Trade and Transport
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Data and substitution elasticities

WorldScarhas been cdibrated onthe GTAP database, sseMcDougll et al. (1998. The cdibration yea is1995.
Fromthis data set we derive nat only demand, production and trade patterns, but also labour and capital intensity
of the various sectors.

Theresultsof themoded depend onsubstitution pasbiliti esin productionand consumption. Production
technologyis described by a nested CES function. The upper level distingushes between value added and
intermediateyoods. The substitutioneasticity between thesetwo broad categoriesis0.4.At thelower level value
added s described by Cobb-Doudas function d the primary productive fadors-- cepital, low-skill ed labour and
high-skilled labour -- whereas intermediate goods are combined according to a CES function with again a
substitution elasticity of 0.8. The uitility function, from which demand for diff erent consumption categoriesis
derived hasbeen gvenaCobb-Doudas gedficaion. Thesubstitutionel asticity betweenany pair of consumption
categories is therefore unity.

Thesubstitution between goods from diff erent originsisnat perfed. WorldScan employs an Armington-
typeasumption. However, the price éasticiti es of demand considerably increase over time, and depend onthe
marketshare. When the market shareisvirtualy nil, the dasticity ishighest and equal to the substitution elasticity
between goods of different origin. The longrun substitution elasticities are 17, 11, 8and 6for raw materials,
agriculture, manufacturing and services, respectively.

Table Al Relative sectoral changesin the volume of production in Chinain 2020 (all simulations)
full tariffs reduced tariffs exempted importgylobal reduction

Agriculture 3.4 3.2 29 2.4
Raw materials -17.1 -18.8 -19.6 -25.3
Food Processing 3.6 1.9 1.0 9.9
Textiles -16.3 1.0 5.8 2.8
Wearing Apparel 59.8 54.7 54.8 56.7
Leather products 9.2 6.6 5.3 1.0
Lumber and wood -8.3 -8.2 -9.7 -17.7
Publishing, paper 3.4 4.3 4.2 4.7
Petrol and coal refinery 31 2.0 21 5.9
Chemicals, rubbers and plastics 1.1 6.3 6.9 3.8
Nonmetallic minerals 3.2 2.8 3.0 6.3
Ferrous minerals -2.9 -0.8 0.1 -5.7
Nonferrous minerals -4.5 -04 1.2 -10.3
Fabricated Metal Products 3.8 6.2 6.4 6.8
Motor Vehicles -61.7 -31.0 -30.2 -33.3
Other transport industries 8.1 8.4 6.3 7.2
Electronic equipment 18.3 13.0 11.2 4.7
Machinery and equipment 4.2 5.2 5.9 -0.5
Other Manufacturing 7.1 10.1 9.8 6.6
Services 14 0.4 0.6 4.5
Trade and Transport 2.1 -0.1 -0.1 13.0

19



