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Trade effects of free trade area established under the product diff erentiation

SunLei, Tian Zhihong
(College of Economics & Management , China Agricutural University , Beijing 100083, China)

Abstract The trade effects of free trade area (FTA) established under product differentiation was analyzed by using
the partial balance model. The welfare effect o trade diversion effects to the host country under different price relation
ship between the host country, partner country and the other countries was also analyzed. The results indicated that
when the price o other country is higher than that of the partner country, FTA will improve the welfare of host country.

However, when the price o other countries is lower than that o the partner country, FTA will hurt the welfare of host
country.
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