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The Economic Growth and Spillover Effects of Pilot Free Trade Zone

Based on the Modified Policy Evaluation Approach

Liu Yiming Wang Yiming Liu Zhihong
(School of Economics, Shandong University, Jinan 250100, P. R. China;
The Wang Yanan Institute for Studies in Economics, Xiamen University, Xiamen 361005, P. R. China;
School of Public Finance and Taxation, Nanjing University of Finance and Economics,
Nanjing 210023, P. R. China)

Abstract: Pilot Free Trade Zone builds a new platform for exchanges and cooperation between China
and the rest of the world. It is of great theoretical and practical significance to study the policy effect
on the construction and development of the Pilot Free Trade Zone. This paper uses the adjusted
panel-data policy evaluation approach by Hsiao et al. to assess the policy effect of Shanghai Pilot
Free Trade Zone. The empirical results show that the Pilot Free Trade Zone policy has a significant
positive effect on Shanghai’s economic growth, which makes Shanghai’s GDP increase by 5.44% in
the first quarter of 2015. The policy effects of Free Trade Zone are positive, which has a greater
influence on the GDP. The advantages of the Free Trade Zone in foreign trade have significantly
impressed or replaced effects on the foreign trade and economic growth of the eastern coastal
provinces and cities, and have also had positive or negative spillover effects on other provinces and
municipalities in the central and western regions. This paper puts forward some policy implications
that we should pay attention to the negative effects in the exploration and innovation of Pilot Free
Trade Zone, and speed up the replication of its experience nationwide.

Keywords: Pilot Free Trade Zone; Panel-data policy evaluation; Economic growth; Spillover effects
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