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The Trade Diversion and Anti-competitive Effect:
Evidence from Chinese Auto Firms’ Intermediate
Import under RCEP

LI Kunwang AN Qi’
(Nankai University)

Abstract: We take the Chinese automobile industry as an example to examine how tariff
concessions under the Regional Comprehensive Economic Partnership (RCEP) affect market
competition through supply chain channels in an oligopolistic market structure. Utilizing a
nested CES demand function, we estimate the demand elasticity, variable markup, and mark-
up elasticity of upstream manufacturers. Counterfactual analysis indicates that the implemen-
tation of RCEP has led to a redistribution of the trade share of intermediate goods from non-
regional economies to regional members, resulting in an increase in the markup of regional
manufacturers and inducing anti-competitive effects.
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