Exploring the Impact of Economic Integration Agreements

NC STATE

UNIVERSITY

What we do and what we find

Byungyul Park! and John Beghin?
1 North Carolina State University, 2 University of Nebraska Lincoln

Through Extreme Bounds Analysis

LNJ

UNIVERSITY of NEBRASKA
LINCOLN

Comparison with year intervals

dWe provide an empirical strategy guided by the data to estimate (1) 2) (3)
the dynamics and effects of Economic Integration Agreements EBA-based  1962-1997 1962-1998
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0 The strategy uses Extreme Bounds Analysis (EBA) to guide the . e
choice of lags and leads in the effects without researcher’s e (0.0104)
discretion involved. FTA;;_3 0.0626™
(0.0144)
. . FTA;;_ 0.0355"" 0.168"
dWe find that various lags and leads of EIAs robustly correlated to s (0.0106) (0.0268)
trade flows and the lag and lead structure depends on the level of FTA; s 0.0402" 0.0440
integration. e (0O182)  (00284)
Cumulative lag effect (1-3) 23% 0% 18%
dWe find that EIAs have the long-term effect of 64% on trade flows, FTA, ;g
and deep-integration agreements beyond the level of free trade
agreements have a much higher impact of 112% on trade flows FTAije-7
than free trade agreements do of 33%. FTA, g .0.00683
(0.0263)
d The estimates of effects of EIAs obtained from EBA-based FTA;jeq
estimation tend to have a smaller contemporaneous effect and Pra 0.0780™"
larger phased-in effects compared to previous studies relying on e (0.0305)
the subjective choices of year intervals. _Cumulative lag effect (6-10) 0% 8% 0%
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Motivations
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O Previous studies have relied on “year intervals” by leaving out e
years between observations to account for the EIA FTA;jesq 0.0304
implementation time. However, the intervals have been chosen at (0.0392)
. . . FTA ;145
researchers’ discretion, which leads to non-robustness of
estimates of the effects of EIAS. Comulative lead et (18 0% e e
Long-term (F TA) 33% 32% 35%
 The starting year of empirical investigation is often chosen
arbitrarily with year intervals, adding to specific findings ER ;_Emd 195?399? 15-55%;'995
conditioned on the SUbjeCtive choices. (5-year intervals) (4-year intervals)
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starting year can jointly contribute to weakening the robustness of CUCMECU, ,_, 0.0056°*
estimates and distort the dynamics of the effects of EIAs on trade (0.0217)
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