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Opening-up and Security: How Does the Network of Regional

Trade Agreements Affect Enterprises’ Import of Key Equipment
QU Yongyi, YANG Zhihao (Chinese Academy of Social Sciences, 100006)
Summary: Stable supply of key equipment is an important guarantee for the safe operation of China’s
economy. Due to the “stranglehold” technologies, China is highly dependent on import for some key
equipment. In recent years, the global supply of key equipment has been tightening, and the share of
Japan’s and the United States’ export of key equipment to China has declined significantly.

Based on the global regional trade agreement network, this paper investigates its effect on enterprises’
import of key equipment by using micro-data set. The marginal contributions of this paper are as follows.
First, based on the global regional trade agreement network, this paper uses PageRank algorithm to
calculate the centrality of Chinese enterprises in the global regional trade agreement network, and studies
the effect of regional trade agreement network centrality on enterprises’ import of key equipment. This
research provides micro evidence to realize economic security by relying on high-level opening up. Second,

from the perspective of the commodity trade network and risk avoidance, this paper is the first to test the
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internal mechanism between global regional trade agreement network centrality and import of key
equipment. In particular, when examining the mechanism of commodity trade network, this paper
constructs the global key equipment trade network and analyzes the evolution of Chinese enterprises’
position in it. Thirdly, based on the heterogeneity of enterprises, this paper examines the heterogeneous
effect of regional trade agreement network centrality on key equipment import from the perspectives of
sensitivity to bilateral relations, dependence on international supply chains and degree of opening-up to the
world. In addition, technological self-reliance is the fundamental guarantee for self-sufficiency in key
equipment. This paper also discusses the feasible idea of cultivating domestic innovation by improving the
centrality of regional trade agreement network, so as to improve the self-sufficiency degree in key
equipment.

The results show that increasing the centrality of enterprises in the global regional trade agreement
network significantly expands the scale of enterprises’ import of key equipment. The impact threshold of a
confounding variable method and instrumental variables method are used to alleviate endogenous problems.
Mechanism analysis shows that regional trade agreement network promotes the import of key equipment
through the trade network and the risk avoidance mechanism. The expansion analysis shows that the effect
of regional trade agreement network on the import of key equipment is stronger for enterprises that are more
sensitive to bilateral relations, more dependent on international supply chains, and located in areas that are
less open to the world. The main reason for the import dependence is the lack of innovation in the domestic
supply chains. The network of regional trade agreements can promote domestic corporate innovation, which
helps achieve self-sufficiency in key equipment.

This paper puts forward the following policy suggestions. First, the unstable and uncertain factors of
international flows have significantly affected China’s economic development, but opening-up is still the
main theme to ensure the stable operations of China’s economy. The government should utilize the global
regional trade agreement network to establish an economic security mechanism, so as to provide a stable
external supply channel for domestic market players, especially domestic enterprises, to obtain global
resources. Second, domestic enterprises should take the initiative to establish business relations with the
core countries of the regional trade agreement network through international cooperation, expand the global
commodity trade network, and reduce the over-dependence on some key equipment suppliers, especially
Japan and the United States. Third, in the long run, the self-sufficiency in key equipment must be based on
self-reliance in science and technology. We should rely on the global network of regional trade agreements to
draw on the innovation-enabling factors of the international market, and improve the innovation quality and
efficiency of domestic enterprises.

Keywords: Network of Regional Trade Agreements, Key Equipment, Import, Innovation
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