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Abstract

Researchers have found that regional integration arrange-
ments do not necessarily eliminate the impediments of national
borders to international flows of goods and factors. This is the
border effect puzzle. However, current research mainly focuses
on total trade volumes between developed countries or regions,
few studies deal with the impact that the national border has on
agricultural trade in developing countries. Taking China and
ASEAN as an example, this paper explores the border effect in
bilateral agricultural trade with an aim to expanding China’s agri-
cultural export to ASEAN, better promoting bilateral agricultur-
al trade and deepening China’s domestic integration.

Border effect can be measured either in data terms or by
model generated equilibrium, corresponding to gravity-type mod-
els and computable general equilibrium (CGE) models, respec-
tively. This paper first utilizes the theoretical gravity model and
then sets up a global numerical general equilibrium model to ana-
lyze the border effect in China-ASEAN agricultural trade. The
paper proceeds with explanations for the existence of the border
effect in terms of agricultural production, demand and trade poli-
cy. Finally, the paper constructs a pure exchange general equi-
librium model to further investigate the impact of preference bia-
ses on border effect.

Major findings in the paper include: First, border effect
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does exist in bilateral agricultural trade and see a fall from 33. 87
in 2000 to 17. 08 in 2007, which is in accord with related foreign
studies. Meanwhile, border effect differs in trade directions and
across different regions. The fact that China’s agricultural im-
port trade border effect is greater than its export trade border
effect in 2000 and that the former is less than the latter in 2007
reflects the process of China’s agricultural trade surplus to deficit
with ASEAN. The findings that border effects in North Munici-
palities and South Coast are the smallest and that border effects
in Central Region and North West are the largest in both 2000
and 2007 indicate that border effect has got something to do with
the economic development level and local infrastructure. Second,
changes in preferences tend to increase bilateral border effect
more than agricultural technology changes do, signifying the
positive role of reductions in policy-related trade barriers in the
fall of bilateral agricultural border effect. Third, home bias in
different regions tends to increase bilateral border effect, while
regional biases towards its own goods reduce bilateral agricultur-
al border effect.

Main innovations in this paper include constructing a CGE
model to assess the existence, significance and tendency of Chi-
na-ASEAN border effect in bilateral agricultural trade and inves-
tigating the impacts of preference biases on bilateral agricultural
trade border effect.

The paper is organized as follows. Chapter 1 presents the
introduction. Chapter 2 reviews China-ASEAN agricultural trade
development. Chapter 3 presents the theoretical gravity model a-

nalysis. Chapter 4 constructs a CGE model to further investigate
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the border effect. Chapter 5 explains why the border effect does
exist. Chapter 6 further explores the impacts of preference biases
in different regions on bilateral agricultural border effect and
Chapter 7 concludes and draws policy implications.

Key words: China-ASEAN, agricultural trade, border effect
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