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This paper conducts a comprehensive analysis of the evolving trade dynamics between Pakistan and China, focusing on the
transformative impact of the "China-Pakistan Economic Corridor" (CPEC). Through empirical investigations into the
complementarity and competitiveness of commodity trade, the study elucidates key patterns that shape the bilateral economic
relationship. The classification of goods underscores a substantial degree of complementarity, with China emerging as a
specialized exporter of transport equipment, mechanical and electrical products, wood, paper, stone pottery, optical
instruments, and more to Pakistan. In return, Pakistan specializes in exporting living animals and their products to China,
establishing a robust and mutually beneficial complementarity. However, a structural disparity is observed in the trade patterns,
where China predominantly exports industrial manufactures to Pakistan, while Pakistan's exports to China are centered on
primary products. Despite this dissimilarity, the Sino-Pakistani trade landscape remains highly complementary. The study
identifies ten categories of Chinese goods, including leather products, textiles, and base metals, which exhibit significant
competitiveness in the Pakistani market. Conversely, Pakistan competes strongly in China with items such as live animals,
plant products, and textiles. Within these categories, the paper notes that competition in certain industries, such as leather
products and textiles, is characterized by the coexistence of different products with currently moderate competitive
performance. Furthermore, the relatively small contribution of specific commodities to bilateral trade results in an overall weak
competitiveness between the two nations. In conclusion, this analysis sheds light on the strengths and weaknesses of Pakistan
and China's bilateral trade, emphasizing the role of the China-Pakistan Economic Corridor as a transformative force. The study
anticipates that ongoing investments in CPEC, particularly in China's infrastructure and energy sectors, will contribute to the
expansion of domestic demand in Pakistan, fostering a conducive market environment for sustained and long-term cooperation
between the two nations.
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Introduction

The trade import and export is considered as the first and most
important step towards the economic growth and increment in
exert tends to enhance in the income of factor of production,
which boost the demand for further growth in the production
sector and industrial areas. End result of expansion in
production also stimulates the new technologies, innovations
and investment opportunities in the country. The significance
of export in economic growth is more evident in classical
research writings. A nation economics progress belongs to
international trade (Marshall, 1980). International trade is an
engine of growth. It has been observed that an efficient use of
available natural resources is the gateway towards
international trade and economic development (Huff, 2012).
High and speedy growing economies are linked to export with
geometric rate. it is not necessary that a country with the
plentiful endowment of natural resources are the suitable for
economic growth else with the relatively with the scare
resources country can expand its export with the optimum use

of available resources like Singapure. its mean a country is
not dependent fully on its endowment of natural resources,
import of raw material and furnished it with the semi and final
goods is the modern technique to enhance the export, most
amenably used by Asian tigers countries (Torvik, 2009). Most
economist assert that behind the globalization the key factor
is the trade liberalization with no trade barriers and tariffs. its
improve the techniques of production [technology], foster the
export and as well the consumer choice theory and standard
of living sing best in this regard to increase in export
(Anderson, 1998). Early years of Pakistan after impedance,
Pakistan export major source was the agriculture during the
year 1948-1949, 99 % of Pakistan earning made up of only 5
commodities, such as raw jute, hides & tea, cotton, and wool.
The change is begun in the pattern of export when Pakistan
shifted its policy towards industrialization. (Economics,
1968; Ronald Soligo, 1966). The export bonus scheme had
positive effect on trade undoubtedly. today most of trade is
based on the comparative advantage, country with the
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comparative advantage in certain goods will be producing
those goods. Major share of total world export is based on the
finished goods most often are machinery. Countries which are
agriculture base contend there export is determined by the
weather and most of the agriculture products have cobweb
phenomena. While the single product exporting country can
face serious challenges and needs to diversify the production
to compete the international market and the increase in the
volume of export (Chude Nkiru Patricia, 2016).

An Analysis of the Scale of Bilateral Trade between
Pakistan and China

By comparing Pakistan's total imports and exports to China
from 2012 to 2015, Pakistan's total import and export trade
with China decline slightly from 2012 to 2013, with 2013 and
2015 increasing in volume and rising Obviously, Pakistan's
exports to China have been in decline since 2012 to 2015,
while Pakistan's imports to China are similar to imports and
exports, with a slight decline from 2013 to 2013 and a rising
range from 2013 to 2015.

Through the statistics of Pakistan's total imports and exports
from 2012 to 2015, we can see in above Graph, from 2012 to
2013, 2013 to 2015 is divided into two stages, because 2013
put forward the "China-Pakistan Economic Corridor"
concept, so this strategic node division time has to be used to
compare the strategic concept for the analysis of the Pakistan
trade.

2012 - 2015 Pakistan total imports and
exports to China : Thousands of dollars

11841318 14373332

15000000
9307510 9278546 9588418

10000000 6687566 6626323

5000000 261 2252900 1934926
C——=C—0—— 7Y
0
2012 2013 2014 2015

—0—Export 2619944 2652223 2252900 1934926
—0—Import 6687566 6626323 9588418 11019005
Total | 9307510 9278546 11841318 12953931

Before Proposed “China-Pakistan Economic Corridor"
(2012 - 2013)

According to Table X-1, Pakistan's overall decline in China's
trade, but a smaller decline, was significantly lower than
Pakistan's share of China's imports from China, according to
Table X-1. Pakistan's imports and exports to China totaled US
$930.751 million in 2012 and $ 397.546 million in 2013, with
an annual rate of change of -0.3%; Pakistan's total exports to
China amounted to $ 261,994.4 million in 2012 and $
265.2223 million in 2013 - 1.2%; 2012, Pakistan's total

imports to China amounted to 668.7666 million US dollars in
2013 to 6626.323 million US dollars, the change range of -
0.09%. The reasons for this different feature are as follows:
As Pakistan compared to China, the economic base is weak,
the industrial structure is single, and Most of the industrial
products are raw materials or products, the lack of deep
processing, weak competitiveness, and similar products with
neighboring countries, compared with China. Some products
of China are homogeneous of the international market, the
lack of competitiveness in the international market, natural
and international trade exports less share, and since the global
financial crisis in 2008, Pakistan is still in recovery period,
economic growth is still weak, less foreign investment, so
their exports are small. In the Sino-Pakistani trade, by the
Chinese export product categories and more favorable factors
such as price, since China imports more, but this stage of
China in the late financial crisis, the crisis soft landing, to
maintain GDP growth period, most of the economy For
internal investment, so in terms of foreign trade, by the weak
global trade demand, the Pakistani trade industry showed a
weak situation.

After proposed China-Pakistan Economic Corridor"
(2013 - 2015)

According to the chart X-1, 2013-2015 for the Sino-Pakistani
trade a substantial growth stage, this stage showed a
substantial increase in the scale of trade, a substantial increase
in total imports, a substantial decline in total exports.
Pakistan's total imports and exports to China from 2013 to
2015, the growth rate of 39.6%; Pakistan's imports to China
2013 - 2015, the growth rate of 66.3%; Pakistan's exports to
China 2013 - 2015 range for -27%. The reasons for the above
characteristics are as follows:

Chinese Premier Li Keqiang visited Pakistan in May 2013 and
proposed the concept of "China-Pakistan Economic
Corridor". The 2014 China-Pakistan Economic Corridor
began to be implemented. China and Pakistan because of this
"economic corridor" construction, for each other's
development, bring opportunities, more exchanges between
the two countries brought great promotion. Compared with
2012-2013, with the "China-Pakistan Economic Corridor"
and the substantive start of construction, Pakistan and China's
total trade between the rapid growth, but at the same time
Pakistan's total exports to China also appears more substantial
the decline. This is mainly due to two aspects, on the one hand
is the "China-Pakistan Economic Corridor" construction,
mainly related to Pakistan's infrastructure and energy
construction, it can be a strong lead to Pakistan's import trade
demand for China; the other hand, a large number of Pakistan
Infrastructure and energy construction to promote domestic
demand increases, thus reducing the amount of foreign
exports.
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2.21%, ranking fifth, sixth and ninth; the United
Ra EXP ort (%) ImP ort (%) Arab Emirates% Saudi Arabia, Indonesia, Kuwait,
1 Un.lted States 16.58% | China : 25.05% | the United States, Japan and Germany,
2 China 8.76% | Afghanistan 13.04% | respectively, And Malaysia and other Muslim
3 Afghanistan 7.8% Saudi Arabia | 6.84% countries, as well as neighboring India accounted
4 United Kingdom 7.12% | Indonesia 4.64% | for 13.04%, 6.84%, 4.64%, 3.89%, 2.07% and
5 Germany 5.19% | United States | 4.36% 3.79%, ranked second, third, fourth, seventh, tenth
6 UAE 4.07% | Japan 3.92% and eighth.
7 Spain 3.54% | Kuwait 3.89% In summary, the Pakistani foreign trade market
8 Bangladesh 3.17% | India 3.79% structure, China and Muslim countries occupy an
9 Netherlands 3.02% | Germany 2.21% important ranking in the import; and export
10 Italy 2.8% Malaysia 2.07% important ranking by the United States, Britain,

An Analysis of the Structure of Foreign Trade in Pakistan and
China

Through the study of foreign trade and market structure of
Pakistan and China, it can reflect the origin and source of
goods between the two countries, so that the economic and
trade relations between the two countries and the rest of the
world or trade groups can be judged and the degree. Here we
are on the two countries in recent years, the main export and
import of the top 10 countries to list and analysis.

Pakistan's foreign trade market structure analysis

From the above table, the top 10 in the export market structure
of Pakistan in 2015 are mainly: the United States, China,
Afghanistan, Britain, Germany, the United Arab Emirates,
Spain, Bangladesh, the Netherlands, Italy and so on.
Developed countries accounted for 6 seats, accounting for
38.25%, especially in the United States accounted for 16.58%
of the total, the United Kingdom, Germany accounted for
7.12% and 5.19%, ranked fourth and fifth. China ranked
second with 8.76%, ranked second, Afghanistan, the United
Arab Emirates and Bangladesh, respectively, 7.8%, 4.07%
and 3.17% share, ranked third, sixth and eighth.

Germany and other developed countries and China,
and Afghanistan, the United Arab Emirates and other Muslim
countries occupy.

An Analysis of China’s Foreign Trade Market Structure
According to the above table, the United States, Japan, South
Korea, Germany, the Netherlands, the United Kingdom and
other developed countries, as well as Vietnam, India and other
neighboring countries in China in 2015 export trade market
structure in the top ten. China, South Korea, the United States,
respectively, accounting for 5.96%, 4.45%, 3.03%,
respectively,

From the table (appendix) we can see that from 2012 to 2015,
China's exports to Pakistan, all kinds of goods, mechanical
and electrical products ranked first, and the amount of exports
rose year by year; textile raw materials and products Second,
the chemical third, base metals and products Fourth, plastic
rubber and its products fifth, transport equipment sixth.
Textile raw materials and products in 2012 to 2013, a slight
increase, to 2014 and 2015, it showed a downward trend, but
the overall trade volume is relatively stable, showing a
slowdown in growth.

Exports of chemicals is relatively stable, 2012

Ranking | Export (%) Import (%) to 2014, the slow rise, to decline in 2015
1 United States 18% Korea 10.38% situation. Base metals and products exports
2 China Hong Kong | 14.65% | United States | 8.95% rose, of which 2015 exports will be nearly 2
3 Japan 5.96% Chinese Talpel 8.62% times in 2013. In the 2014—2015-year, base
4 Korea 4.45%, Japan 8.51% metals and products rose faster, benefiting from
5 Germany 3.03% Germany 521% China's infrastructure and energy investment in
6 Vietnam 291% Australia 4.39% Pakistan, China's domestic exports of metal
7 India 2.55% Malaysia 317% products. Plastic and rubber products and
S Netherlands 261% Brazil 2.64% tr.ansport equipment exports, generallly rising
9 United Kingdom | 2.61% | Switzerland | 2.45% situation, although the share has declined, but
10 Singapare 233% Thailand 221% the volatility is not normal, is a normal trade

The top 10 countries in Pakistan's import trade market
structure in 2015 are China, the United Arab Emirates, Saudi
Arabia, Indonesia, the United States, Japan, Kuwait, India,
Germany and Malaysia. China, Japan and Germany and other
developed countries accounted for 4.236%, 3.92% and

fluctuations(Huff, 2012).

An Empirical Study on the Complementarity and
Competitiveness of Commodity Trade between Pakistan
and China



Analysis of Pakistan and China’s Trade Development under the Conception of "China - Pakistan Economic Corridor

Pakistan's trade with China is both opportunity and
competition. The following will analyze the complementarity
and competitiveness of trade between Pakistan and China in
order to demonstrate the trade advantages of Pakistan and
China and to provide a basis for future trade growth. The data
will still use the classification method used in the previous
chapter, and the tool will use the TC Trade Competitiveness
Index, the TCD Trade Integration Index, the IIT Intra-
Industry Trade Index and the RCA Dominance Comparative
Advantage Index.

An Analysis of Complementarity between Pakistan and
China's Commodity Trade

An analysis of the trade complementarity between Pakistan
and China will help to study the comparative advantages of
trade between Pakistan and China, so as to provide more
reference for Pakistan's development strategy under the
"China-Pakistan Economic Corridor", to promote the healthy
development of trade.

(A) Selection of trade complementarity index
This section will analyze the trade complementarity between
Pakistan and China, using the TCD Trade Connectivity Index
and the IIT Intra-Industry Trade Index.
A, Pakistan's trade union with China is: A country's share of
B's exports to Pakistan's total exports and B's share of the
world's total imports from the world is described by the
formula as follows:
A = Pakistan's export trade to China; B = Pakistan's exports
to the world;
C = China's import trade from the world; D = total world trade
volume.
TCD=(A/B)/(C/D)
Among them, indicating that there is a close trade relationship
between the two countries, complementarity is strong, TCD>
1; between the two countries is not tight trade, more loose,
TCD <I.
B, intra-industry trade index = 1 - the absolute value of
Pakistan's imports and exports to a certain product / Pakistan's
entry and exit to a Chinese product.

(1) Specifically, IIT [0,1]. When such products are intra-
industry trade between China and the United States, IIT = 1,
the more close to 1, the more the characteristics of intra-
industry trade, the more competitive; between the two
products are inter-industry trade, then IIT = 0, if the closer to
0, the trade between a product between the two countries
show the characteristics of inter-industry trade, the stronger
the complementarity.

An Empirical Analysis of the Complementarity of
Bilateral Trade in Pakistan and China

A.The following will analyze the trade complementarity
between Pakistan and China in terms of trade integration and
intra-industry trade index between Pakistan and China.

3 2.74
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Trade 109 103 = 088 087
Integration
with China
==@==China 's Trade
Integration 1.92 2.16 2.26 2.74

with Pakistan

Analysis of trade integration between Pakistan and China
Between 2012 and 2015 for a total of four years, the bilateral
trade integration between Pakistan and China was in a reverse
direction. Pakistan's trade with China 2012 - 2013 are more
than 1, 2014 - 2015 to 1 below. This shows that the trade
between Pakistan and China presents a more loose
relationship. The reasons for this are: on the one hand, the
implementation of the "China-Pakistan Economic Corridor"
policy, China's infrastructure and energy investment in
Pakistan, the expansion of Pakistan's domestic demand,
reduce exports, resulting in Pakistan's exports to China to
reduce; on the other hand, China's large-scale market,
Pakistan's exports of export products is limited, less demand
for products in China, leading to China's dependence on
Pakistan's export trade is relatively small.

From the perspective of China's trade with Pakistan, the TCD
index was higher in the 12 years to 15 years, and the TCD
index grew more than 1 and 13 years to 15 years, especially
in the 14th to 15th years. This shows that the trade relationship
between China and Pakistan is more closely, leading to the
reasons: political, trade, military and other mutual trust
between China and Pakistan; secondly, after the
implementation of the China-Pakistan FTA, China's trade in
Pakistan China's export trade for Pakistan has been relatively
close; on the other hand, the 2013 China-Pakistan Economic
Corridor proposed and construction of the CMB's economic
development, but also on the country's economic structure,
market size and export trade and other aspects of the impact
of China's exports to Pakistan has been relatively close; Trade
links play a catalytic role, 13 years - 15 years, the rapid
increase in trade integration, a great description of the
construction of China-Pakistan Economic Corridor, is
conducive to economic development and trade development
between the two countries, to promote trade relations between
the two countries Played a significant role.
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An Analysis of Intra - industry Trade Index in Pakistan
and China
Pakistan’s Intra - industry Trade Index for China

The above table shows that Pakistan and China in the textile
raw materials and products, plant products, leather products
and other commodities trade development trend close to 1,
biased in favor of intra-industry trade, complementarity is
relatively weak; food and beverage and alcoholic drinks and
tobacco Precious metals and products TCD value between
0.65-0.2, although the fluctuations are large, but showed weak
complementarity, mainly due to food and beverage and
tobacco slightly biased in the industry trade, precious stones
and precious metals and products tend to trade between
industries, but precious stones Precious metals and products
of small scale, the competitiveness is not strong; minerals
maintained at Inter-industry trade, with a certain
complementarity, but also weak.

Other products such as base metals and products, live animals
and products, animal and vegetable oils, fats and products,
chemical products, plastic rubber and products, wood and
wood products, paper and paper products, shoes and hats,
stone pottery cement, precious stones precious metals and
products, Mechanical and electrical products, transportation
equipment, optical instruments and other products belonging
to the inter-industry trade, complementary strong, great trade
potential. Among them, mineral products, optical
instruments, plastic and rubber products, base metals and
products, stone pottery cement, live animals and products,
wood and wood products index has shrunk, indicating that
these products within the industry trade trends weakened, and
trade between the two industries Continue to enhance,
complementary advantages continue to increase. The
products of animal and vegetable oils and fats, chemical
products, paper and paper products, footwear products,
mechanical and electrical products, transportation equipment
and other products, between 12 and 15 years, in the inter-
industry trade status, complementarity has been very strong.
In summary, due to differences in economic development,
technological level and elements between Pakistan and China,
inter-industry trade still occupies a major position in both
industrial trade structures. In many trade areas, the two sides
are more complementary rather than competitive, mainly for
the exchange of industrial products and resource-based
products. Therefore, the trade potential between Pakistan and
China is great.

The competitiveness of Pakistan and China's merchandise
trade analysis

Analysis of the competitiveness of Pakistan and China's
merchandise trade will help Pakistan and China in the future
trade in the trade of their own adjustment of their own export
structure, better play their own strengths, promote healthy

trade between Pakistan and China, thereby reducing the
possible Will affect the Pakistan-China trade factors.

Trade competitiveness index

This section will analyze the competitiveness of Pakistan and
China (using the TC Trade Competitiveness Index and the
RCA Dominance Comparative Advantage Index).

The trade competitiveness index, known as the "trade
competitive advantage index", can be used to analyze the
international competitiveness of a country's industrial
structure.

The formula is described as follows:

A country on the B country exports of a product minus the
difference between imports and exports accounted for the
total amount of imports and exports of AB share, with the
formula expressed as

TC= (Xx-Mk) / (Xk+Mxk)

Among them, XK said A country on the country B exports of
a product, MK said A country from the B country a product
importo

TC € [-1,1]. A country is Pakistan, B country is China, the
interpretation of the value of the TC index to explain: When
A product of a competitive advantage is stronger than B, and
the closer to a more competitive, then TC> 0; when AB trade
, When TC is a perfect competitive advantage, then TC = 1;
when the competitive advantage of a product of B is stronger
than A, then TC <0, and the closer to -1, the stronger the
competitiveness; In the AB trade, A for the full export of
professional, with absolute competitive advantage, then TC =
-1; when AB two countries in a trade in goods for intra-
industry trade, and the closer to 0, the two sides in the
stronger the competitiveness of the product, that is, TC close
to 0; when AB in a product on the strongest competition, the
most intense, then TC = 0.

In general, when TC € [-1, -0.6] and [0.6,1], the competition
is very weak; when TC € (-0.6, -0.3) and [0.3,0.6), the two
sides are highly competitive ; When TC € (-0.3,0) and (0,0.3),
the intra-industry trade is very high, the competition is very
intense; when TC = 0, is absolute, intra-industry trade, it
reflects the strong Competitive.

Dominant comparative advantage index is used to measure a
country a product or industry in the international market
competitiveness of the indicators, the calculation of A country
K products in the B market competitiveness or dominant
comparative advantage of the formula:

RCA= (Xxan/>Xap) / (Xxwp/Y Xws)

Where XKAB represents the country's exports to country B
products, ZXAB indicates the total exports of country A to
country B, XKWB indicates the imports of country B from
world K products, ZXWB indicates the total imports of
country B from the world The

When RCA> 1, it shows that country A has a dominant
comparative advantage in the export of K products compared
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with country B, and the greater the RCA value, the more
obvious the advantage.

Empirical Analysis on the Competitiveness of Bilateral
Commodity Trade between Pakistan and China

The following will analyze the competitiveness of Pakistan
and China by combining the trade competitiveness index and
the explicit comparative advantage index.

An Analysis of Trade Competitiveness Index between
Pakistan and China

According to the 2012 to 2015, Pakistan and China TC Index
can be seen from the table, the four years of trade
competitiveness has the following characteristics:

A, in 2015, China is fully specialized or close to the
specialized export of goods a lot, while Pakistan only live
animals and products close to specialization. Water and wood
products, paper and paper products, footwear products, stone
pottery cement, precious stones precious metals and products,
base metals and products, mechanical and electrical products,
plastic products and other products, Transportation
equipment, optics and other instruments and miscellaneous
products TC index is equal to -1 or close to -1, which shows
that the above products in China in Pakistan to maintain close
to the full export specialization; remove gem precious metals
and products less than -0.8, in this aspect of the competitive
advantage compared to other slightly weaker, other goods are
above -0.9, occupy an absolute competitive advantage.
Pakistan only in the activities of products on the possession
of professional advantages, TC index remained at 0.9 or more;
mineral products TC value of 0.6 or more, also has a certain
competitive advantage; food and beverage and alcohol and
tobacco TC value of 0.4 or so, indicating bilateral trade
Competition is very strong; plant products, leather products
and textile raw materials and products TC value of 0.25 or
less, indicating that intra-industry trade is very high, very
competitive In terms of plant products 2012-2013.

During the period, Pakistan showed a weak advantage, during
the period of 2014-2015, plant products showed a weak trend,
but still belong to intra-industry trade, competition is more
intense; food and beverage and tobacco, 2012 China burns,
2013-2015 period, Pakistan The TC index of leather goods
and textile raw materials and products tend to trend 0, the two
sides are highly competitive, but fundamentally still intra-
industry trade, but this competition is the same industry
within the different Product competition, because the textile
raw materials and products in Pakistan mainly export low
value-added textiles, and China's exports to Pakistan mainly
to textile and garment-based, so this competition is not
currently on the Sino-Pakistani trade Adverse effects.

Analysis of dominant comparative advantage index in
Pakistan and China

The following table shows the RCA index of Pakistani
products in China from 2012 to 2015. From the table can be
aware of Pakistan's products RCA index is greater than 1 are:
live animals and products, plant products, food and beverage
and tobacco, leather products and textile raw materials and
products.

Among them, live animals and products, plant products,
leather products and textile raw materials and products show
a downward trend, of which textile raw materials and
products index is more than 30, Pakistan is still the most
competitive products. Food and beverage and tobacco and
alcohol show an upward trend.

While the rest of the product RCA values are less than 1,
indicating that such products in China does not have a
competitive advantage at all.

2012-2015 Pakistan's various products in China's RCA value

Calculated by 2012 to 2015 China's products in Pakistan RCA
index, we can see. Chinese products are more than 1 of the
main products are: leather products, paper and paper products,
textile raw materials and products, shoes and hats products,
stone pottery cement, precious stones precious metals and
products, base metals and products, mechanical and electrical
products, optics and other equipment, Miscellaneous products
and so on.

Among them, leather products 12-14 year is more stable in
more than 1.5, 15 years rose to 3 or more, indicating that
China's leather products in Pakistan have been favored; paper
and paper products and precious stones precious metals and
products, from 12-14 years less than 1, 15 years are greater
than 1, China's products also began to expand in Pakistan
market; footwear products 12-15 years has been in the upward
trend, 15 years to 12 or more, in the Chinese product line, in
Pakistan has a higher The RCA values of 15 years are
4,1,1.5,1,3 above, although the 12-14 years fluctuated from
above and below, and the RCA values of the quarrying
cement, base metal and products, electromechanical products,
optical instruments and so on, But overall downward trend.

2012-2015 China's various products in Pakistan's RCA value

Conclusion

Through the above empirical analysis of the complementarity
and competitiveness of commodity trade between Pakistan
and China, this paper draws the following conclusions:
According to the classification of goods in this article, many
trades are in goods. Pakistan and China are complementary.
Among them, China close to or to achieve the specialized
exports of Pakistan goods are mainly transport equipment,
mechanical and electrical products, wood and wood products,
paper and paper products, shoes and hats, stone pottery
cement, optical instruments, chemical products, animal and
vegetable oils and products, Miscellaneous products; Pakistan
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to China to achieve professional exports are mainly living
animals and their products, both strong complementarities. At
the same time, China's exports to Pakistan are mainly
industrial manufactures, while Pakistan's exports to China are
mainly primary products. Therefore, on the whole, the Sino-
Pakistani trade is highly complementary(Ahmar, 2016).
Among the 19 categories of commodities trade in Pakistan
and China, there are ten categories of commodities in China
that are highly competitive in Pakistan: leather products,
paper and paper products, textile raw materials and products,
footwear, stone pottery, precious stones and precious metals ,
Base metals and products, mechanical and electrical products,
optical instruments, miscellaneous products, and Pakistan in
China, there are five strong competitive goods: live animals
and products, plant products, food and beverage and tobacco,
leather products, textile raw materials products. As mentioned
above, the competition between leather products and textile
raw materials and products between China and Pakistan is the
competition of different products in the same industry. The
competitive performance is not strong at present. Materials
and products, plant products, food and beverage, alcohol and
tobacco products, optical products, , The proportion of
bilateral trade is small, so the overall competitiveness of
China and Pakistan in terms of competition is weak.

Finally, on the whole, Pakistan and China's bilateral trade,
each with different strengths, and the current development of
small, less competitive products, and part of the
characteristics of intra-industry trade. Therefore, in the
continuous construction of China-Pakistan Economic
Corridor, Pakistan's investment in China's infrastructure and
energy construction investment, domestic demand will
continue to expand, the market economy is good, and for the
long-term cooperation between China and Pakistan.

An Empirical Analysis of the Influencing Factors of Trade
between Pakistan and China

Through the analysis of the above chapters can be seen,
Pakistan and China's commodity trade has a certain
complementarity, have a certain potential. This chapter will
use the co-integration model to analyze the influencing
factors of trade between Pakistan and China, so as to find out
the factors that affect the interests of bilateral commodity
trade and improve the trade potential of bilateral
commodities.

The choice of variables, model construction and data
sources

The choice of variables

In order to analyze the influencing factors of Pakistan's
exports to China and the influencing factors of Pakistan's
imports from China, this paper analyzes the trade volume of
Pakistan's trade with China and Pakistan's trade imports from
China (Y1), China's GDP (Y2), Pakistan's FDI (Y3), China's
FDI (Y4) and the population of China and Pakistan, and the
impact of Pakistan's GDP on the import and export of

Pakistan and China And the sum (Y5). The correlation
between the explanatory variables and the explanatory
variables is shown in the following table. The data is collected
from center of world bank(Bank, 2017).

The connotation, expected symbols
explanations of the explanatory variables

and theoretical

Economic Model

Combined with the above analysis to build Pakistan's import
and export model of China.

A=f (Y1. Y2. Y3. Y4, Y5)

Since the model is non-linear, the following model equations
are obtained by taking the logarithm of each explanatory
variable to ensure the smoothness of the data and to eliminate
the heteroskedasticity:

InA =ao+aidnY 1+ a2y 2+ a3nYs+aanY 4+ asYs
Among them, A represents Pakistan's imports or exports to
China, is the explanatory variable; for the constant; and the
total economic growth between Pakistan and China;
respectively, on behalf of Pakistan and China foreign direct
investment; on behalf of the two countries. This leads to the
following model for analyzing the factors affecting the export
and import of Pakistan and China:

InIM =yo+yilnY 1+ y2InY 2+ y3lnYs+ yalnY s+ ysinYs
InEX = o+ filnY1+ f2InY 2+ B3lnY s+ PalnY s+ fBsInY s

Among them, IM and EX were Pakistan's imports and exports
to China.

Source Of Data

In order to ensure the availability and validity of the data, this
paper selected XXX to XXX a total of XXX years of Pakistan
and China related time series data co-integration test. Among
them, Pakistan and China's import and export trade volume
from XXXXXX; GDP, FDI and population from the World
Bank database.

Pakistan and China import and export trade impact
factors oblique analysis

In this paper, we use Eviews9.0 software to analyze the
influencing factors of import and export trade in Pakistan and
China by using VAR model.

The unit root test of the variable

As shown in the table, the first-order differences of all
variables are not stable, and the second-order differences in
all variables are stable, so you can use the above variables for
co-integration testo.

Pakistan and China's import trade influence factors co-
integration test

Since this article is limited to determining whether there is a
co-integration relationship between the time series and the
selected variable and the inlet, the EG two-step method can
be used to perform the co-integration test. The time series data
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are subjected to least squares regression, Get the following
import model equation:
InIM=-5.035+0.835InY1+0.0726InY4 (5-5)

(-7.148) (20.298) (-2.1153)
R2=0.9938 F=290.3532 D. W=1.4598
The above regression model R2 is 0.9983, indicating that the
model has good goodness of fit, F value is also significant,
and D.W value through the test. Then the residual of the
equation XX is verified by the unit root. It can be seen from
Table (5-5) that the residual sequence of the equation has
long-term co-integration relationship between China's
attracting foreign direct investment through ADF smoothness
test that is, Pakistan's imports to China and Pakistan's socio-
economic development level. From the empirical results, the
level of Pakistan's socio-economic development has a greater
impact on the import of China and Pakistan, the impact
coefficient of 0.835, that is, Pakistan's GDP every 1
percentage point increase, Pakistan's imports to China will
increase 0.835 percentage points; Pakistan imports were
positive, the regression coefficient of 0.0726, this is because
with the increase in China's FDI, China's demand for various
raw materials 0.0726, thus inhibiting the import of Pakistan.
Table 5-3 ADF test of the equation (5-5) residual
Table equation (5-6) Residual ADF test

ADF 1% leve 5% level 10% level

- -2.6554 -1.9338

3.0235 -1.535

Pakistan and China's export trade influence factors co-

integration test

Since this paper is limited to determining whether there is a

co-integration relationship between the time series and the

selected variable and the inlet, the covariance test can be

carried out using the EG two-step method. The time series

data are subjected to least squares regression, and no

significant variables are removed. The following export

model equation:

InEX=-52.3158+0.2314InY 1+0.5435InY4+10.3478 (5-6)
(-2.1148) (2.4536) (5.0369) (2.7893)

R2=0.9732 F=275.3125 D.W=1.5357

The regression analysis of the above regression is more
obvious, of which R2 is 0.9732, indicating that the model is
excellent good fit, F value is also very significant, while D.W
value through the test. Then the residuals of equation XXX,
the unit root test. It can be seen from Table (5-6) that the
residual sequence of equation (5-6) is verified by ADF

smoothness test, that is, the level of China's exports to
Pakistan and China's socio-economic development, the
residual sequence is tested by ADF smoothness Pakistan's
long-term co-integration relationship between China's exports
to Pakistan's socio-economic development level, China's
attracting foreign direct investment and the size of China-
Pakistan trade market. From the empirical results, the
population of China and Pakistan has the greatest impact on
China's exports to China, with a return coefficient of 10.3478.
The impact of Pakistan's socio-economic development on
CMB's exports is small, with a coefficient of influence of
0.2314

China's exports to China will increase by 0.2314 percentage
points, while China's FDI is positively related to CMB's
exports, , Pakistan's exports to China will increase by 0.5435
percentage points, because with the increase in China's FDI,
China's demand for machinery and equipment, transport, etc.,
so that Pakistan's exports to China to reduce.

Table 5-4 Equation (5-6) Residual ADF test

Table equation (5-6) Residual ADF Test

0,
ADF 1% leve 5% level 10% level
-2.9561 -2.2431 -1.7742 -1.5436
Conclusion

Based on the above empirical study on the factors affecting
the import and export trade of Pakistan under the VAR model,
this paper draws the following conclusions:

The level of social development in Pakistan (measured by
Pakistan's GDP) has an impact on Pakistan's imports and
exports in China have little impact on the bilateral import and
export trade between China and Pakistan. If the total import
and export volume of the two countries is mainly determined
by the total economic volume, it shows that the trade structure
of the two countries is still at a relatively low level, that is, the
import and export of the two countries are mainly resource
and labor-intensive products, which is more in line with the
characteristics of bilateral import and export trade between
China and Pakistan.

China's attracting foreign investment was negatively
correlated with CMB's import trade and was positively related
to CMB's export trade. Pakistan's foreign investment in the
field of finance ,oil and gas exploration, communications,
food and beverage, textile, electricity and construction and
other fields. In the initial field of foreign investment with the
demand for raw materials for machinery and equipment, in
order to meet the relevant needs of the country, China's
exports will be reduced, imports will increase.
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China and Pakistan trade market size and China's exports to
Pakistan was positively correlated, and the regression
coefficient is larger. This shows that the trade demand
between China and Pakistan is greater, but also shows that
China's supply capacity is strong; and the size of China-
Pakistan trade market and China's imports of Pakistan is not
significant mainly due to the domestic community is not
subject to Pakistan Stability and energy power crisis,
restricting Pakistan's exports to China (that is, China's imports
to Pakistan).

China's FDI and Pakistan's GDP and China-Pakistan import
and export correlation is not significant. Among them,
Pakistan in China's market distribution structure does not
account for an important position, which is mainly by the
resource endowment and social and technological
development level of the decision, so the increase in China's
FDI has little effect on the import and export of Pakistan; At
the same time, Macroeconomic and security situation,
economic growth has been maintained at a low level, both
restricting exports to China also curbed from , China's
imports, so the impact is not significant.

References:

Ahmar, M. (2016). Strategic Meaning of the China-Pakistan
Economic Corridor. Islamabad: Retrieved from
http://issi.org.pk/wp-
content/uploads/2015/12/Moonis-

Ahmar 3435 SS 41 20142015.pdf.

Anderson, K. (1998). Are resource-abundant economies
disadvantaged?{. The Australian Journal of
Agricultural and Resource Economics, 42(1), 23.

Bank, T. W. (2017). Economic of Pakistan. Retrieved 13
March 2017, from World Bank
http://databank.worldbank.org/data/reports.aspx?Co
de=NY.GDP.MKTP.KD.ZG&id=1ff4a498&report

name=Popular-
Indicators&populartype=series&ispopular=y#

Chude Nkiru Patricia, C. D. 1. (2016). The relationship
between diversification of non-oil export Product
and economic growth in Nigeria. Co-integration
Analysis. International Journal of Multidisciplinary
Research and Development, 3(3), 6.

Economics, L. S. O. (1968). AYUB KHAN’S
DEVELOPMENT DECADE: 1958-1968. LAHORE
SCHOOL OF ECONOMICS, 2(1), 10.

Huft, G. (2012). Export-led Growth, Gateway Cities and
Urban Systems Development in Pre-World War II
Southeast Asia. The Journal of Development Studies,
48(10), 21.

Marshall. (1980). Principle of Economies.
Macmillan Publishers Limited.

Ronald Soligo, J. J. S. (1966). Some Comments on Exports
Bouns, Export Promotion and Investment Critteria
The Pakistan Development Review, 19.

London:

Torvik, R. (2009). Why do some resource-abundant countries
succeed while others do not? Oxford Review of
Economic Policy, 25(2), 16.


http://issi.org.pk/wp-content/uploads/2015/12/Moonis-Ahmar_3435_SS_41_20142015.pdf
http://issi.org.pk/wp-content/uploads/2015/12/Moonis-Ahmar_3435_SS_41_20142015.pdf
http://issi.org.pk/wp-content/uploads/2015/12/Moonis-Ahmar_3435_SS_41_20142015.pdf
http://databank.worldbank.org/data/reports.aspx?Code=NY.GDP.MKTP.KD.ZG&id=1ff4a498&report_name=Popular-Indicators&populartype=series&ispopular=y
http://databank.worldbank.org/data/reports.aspx?Code=NY.GDP.MKTP.KD.ZG&id=1ff4a498&report_name=Popular-Indicators&populartype=series&ispopular=y
http://databank.worldbank.org/data/reports.aspx?Code=NY.GDP.MKTP.KD.ZG&id=1ff4a498&report_name=Popular-Indicators&populartype=series&ispopular=y
http://databank.worldbank.org/data/reports.aspx?Code=NY.GDP.MKTP.KD.ZG&id=1ff4a498&report_name=Popular-Indicators&populartype=series&ispopular=y

Analysis of Pakistan and China’s Trade Development under the Conception of "China - Pakistan Economic Corridor

ADF Unit Root Consistency Test Results

ADF 1% leve 5% level 10% level  Result
Augmented Dickey-Fuller test statistic
InEXPORT -1.310399 -3.752946 -2.998064 -2.638752 Not stable
Aln(EXPORT) -6.536454 -3.769597 -3.004861 -2.642242  Stable
A 2In(EXPORT,2) -5.933145 -3.808546 -3.020686 -2.650413  Stable
InIMPORT -1.560650 -3.752946 -2.998064 -2.638752 Not stable
Aln(IMPORT) -5.065331 -3.769597 -3.004861 -2.642242  Stable
A’In(IMPORT,2) -8.425767 -3.788030 -3.012363 -2.646119 Stable
InY1 2.580886 -3.752946 -2.998064 -2.638752  Not Stable
Aln(Y1) -3.087842 -3.769597 -3.004861 -2.642242  Not stable
A’In(Y1,3) -4.736542 -3.831511 -3.029970 -2.655194 Stable
InY?2 -1.973866 -3.808546 -3.020686 -2.650413 Not Stable
Aln(Y?2) -1.561496 -3.769597 -3.004861 -2.642242 Not stable
A?In(Y2,3) -4.747924 -3.808546 -3.020686 -2.650413  Stable
InY3 -2.323163 -3.769597 -3.004861 -2.642242 Not stable
Aln(Y3 -3.011103 -3.769597 -3.004861 -2.642242 Not stable
A’In(Y3,2 -5.063657 -3.788030 3.012363 -2.646119  Stable
InY4 -0.534928 -3.752946 -2.998064 -2.638752 Not stable
Aln(Y4) -5.624802 -3.769597 -3.004861 -2.642242  Stable
A’In(Y4,2) -1.856975 -3.920350 -3.065585 -2.673459 Not stable

*MacKinnon (1996) one-sided p-values.

2012 - 2015 TC value of various commodities in China

category HScoding | product name 2012 2013 2014 2015

1 1-5 Live = animals — and | ; ;79 0.0341 0.0772 0.0063
products

2 6-14 Textile raw  materials | ) 3040 03107 0.2629 0.2458
and products

3 15 Footwear products 0.0020 0.0029 0.0031 0.0017

4 16-24 Stone pottery 0.6488 0.4683 0.2800 0.2645

5 25-27 Precious stones ~ and |, ;17¢ 0.0076 0.0066 0.0058
precious metalsProducts

6 28-38 Base  metals  and |, )9, 1.0266 1.0804 0.7519
products

7 39-40 electronics 1.5310 13771 1.0703 0.9743

8 41-43 Transportation 1.8888 1.5289 1.5448 3.4291
Equipment

9 44-46 Textile raw  materials | | |50 0.9674 0.7153 0.6243
and products

10 47-49 Footwear products 0.7445 0.4111 0.6896 1.1594

11 50-63 Stone pottery 4.0973 4.0524 3.8029 2.9927

12 64-67 Precious  stones  and |, 5, 10.7254 10.7671 12.2458
precious metalsProducts
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13 68-70 Base =~ metals and |5 4539 5.7991 4.5844 4.1827
products
14 71 electronics 0.0349 0.0416 0.7279 2.7484
15 72-83 Transportation 1.4373 1.4475 1.5003 1.4381
Equipment
16 84-85 Textile raw materials | 5 15, 2.3958 19883 17448
and products
17 86-89 Footwear products 0.6565 0.5523 0.5140 0.3937
18 90-92 Optical  “and other | | 5o, 1.4120 1.4472 1.1450
equipment
19 94-96 Miscellaneous products | 3.9707 3.9829 3.2805 3.7451
category HScoding | product name 2012 2013 2014 2015
1 1-5 Live  animals and | 2.0672 1.4046 2.2966 2.1942
products
2 6-14 Textile raw materials | 4.3272 2.5308 3.0258 2.8736
and products
3 15 Footwear products 0.0004 0.0006 0.0005 0.0000
4 16-24 Stone pottery 1.4236 1.9004 3.3257 3.9265
5 25-27 Precious stones and | 0.2432 0.2851 0.2617 0.3554
precious metalsProducts
6 28-38 Base metals and | 0.0285 0.0053 0.0075 0.0153
products
7 39-40 electronics 0.2667 0.3248 0.2992 0.2422
8 41-43 Transportation 4.2698 3.7154 4.1669 3.3625
Equipment
9 44-46 Textile raw materials | 0.0063 0.0056 0.0096 0.0054
and products
10 47-49 Footwear products 0.0036 0.0017 0.0077 0.0156
11 50-63 Stone pottery 30.7033 34.1780 36.8464 33.9193
12 64-67 Precious stones and | 0.0170 0.0203 0.0319 0.0225
precious metalsProducts
13 68-70 Base metals and | 0.4451 0.8146 0.5233 0.2439
products
14 71 electronics 0.0052 0.0383 0.0628 0.0466
15 72-83 Transportation 0.3007 0.2875 0.3394 0.3053
Equipment
16 84-85 Textile raw materials | 0.0037 0.0050 0.0178 0.0078
and products
17 86-89 Footwear products 0.0005 0.0606 0.0030 0.0028
18 90-92 Optical and  other | 0.0315 0.0897 0.0634 0.0679
equipment
19 94-96 Miscellaneous products | 0.2984 0.3595 0.5533 0.9154
Table 2: Selected variables during the study
EXP lanatory Connotation Expected Theoretical explanation
variables symbol
. . Using Pakistan's GDP to represent Pakistan's economic development
Pakistan's s0c10- level, not only represents Pakistan's export supply capacity, but also
Y1 economic + ; P . P PPy cap ’
represents the demand for import demand, and imports and exports
development level ..
were positively correlated.
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. . China's GDP to represent China's economic development level, not
China 's social and . .
. only represents China's export supply capacity, but also represents
Y2 economic Do . ..
China's import demand, and imports and exports were positively
development level
correlated.
Pakistan attracts Pakistan's FDI is associated with imports of large quantities of
Y3 foreign direct machinery and equipment, and is negatively correlated with China's
investment imports to Pakistan.
Chi ttract China's FDI, on the one hand, is associated with imports of large
1na attracts quantities of raw materials; on the other hand, with the introduction
Y4 foreign direct . . .
. of technology, equipment and management experience, it can also
mnvestment . . .
promote the increase in exports to Pakistan.
The size of China - With the population of China and Pakistan on behalf of the size of
Y5 Pakistan trade the Sino-Pakistani trade market, and imports and exports were
market positively correlated.
Table 3: List of HS Products and code
catego | HS product name 2012 2013 2014 2015
ry coding
1 1-5 Live  animals and | 55 0.926 0.942 0.988
products
2 6-14 Textile raw materials | 4, 0.378 0.247 0.135
and products
3 15 Footwear products -0.969 -0.986 -0.996 -1.000
4 16-24 Stone pottery -0.109 0.085 0.237 0.397
5 25-27 Precious stones ~ and | 5q) 0.769 0.613 0.666
precious metalsProducts
28-38 Base ~ metals and | 4 o9, -0.998 -0.999 -0.997
products
7 39-40 electronics -0.819 -0.804 -0.882 -0.922
8 41-43 Transportation 0.559 0.541 0.394 0.243
Equipment
9 44-46 Textile raw materials | 4 gq) 0.973 -0.966 -0.989
and products
10 47-49 Footwear products -0.997 -0.999 -0.997 -0.994
11 50-63 Stone pottery 0.365 0.367 0.125 0.002
12 64-67 Precious stones  and | go¢ -0.998 -0.997 -0.998
precious metalsProducts
13 68-70 Base metals —and | 4495 -0.844 -0.942 -0.979
products
14 71 electronics -0.944 -0.611 -0.329 -0.786
15 | 72-83 Transportation -0.858 -0.885 -0.932 -0.962
Equipment
16 | 8485 Textile raw materials | g9¢ -0.997 -0.993 -0.997
and products
17 86-89 Footwear products -1.000 -0.939 -0.998 -0.998
18 |90-92 Optical “and other | gg5 -0.701 -0.890 -0.915
equipment
19 94-96 Miscellaneous products | -0.961 -0.958 -0.955 -0.936
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