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Do the Pilot Free Trade Zones Cause the Effects of
Institutional Dividends? Evidence from Shanghai PFTZ

Yin Hua', Gao Weihe®

(1.School of Shanghai Development , Shanghai University of Finance and Economics ,
Shanghai 200433, China ;2.School of International Business Administration ,

Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract; Under “new normal”, the establishment of pilot free trade zones in China is
an important national strategy of deepening the reform and opening-up, and is an “experi-
mental field” of Chinese new-round institutional innovation. Taking Shanghai PFTZ as an
example, this paper uses the panel-data program evaluation approach to construct the
counterfactual economic performance of Shanghai by exploiting the correlations of econom-
ic development among different regions. Then it compares the counterfactuals with the real
economic performance of Shanghai and evaluates the effects of institutional dividends
caused by Shanghai PFTZ.It comes to the findings as follows: firstly, the establishment of
Shanghai PFTZ significantly promotes the increase in GDP, investment, import and ex-
port in Shanghai and the results still hold after different robustness checks; secondly, with
further deepening and extension of institutional innovation, the expansion of Shanghai
PFTZ has more significant promotion effects on Shanghai’s economy; thirdly, as Shanghai
PFTZ promotes the reform with institutional innovation as the core, there exists a signifi-
cantly permanent economic effect on Shanghai.This paper evaluates the economic perform-
ance of establishing Shanghai PFTZ objectively and provides meaningful policy advices for
the establishment, improvement, replication and expansion of free trade zones in China.

Key words: pilot {ree trade zone; institutional innovation; institutional dividend; pro-

gram evaluation
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