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Abstract

Trade agreements commit governments to lower tariffs, but often leave discretion
over how those reductions are allocated across products. This paper explains how
administrative hierarchy shapes the product-level allocation of trade liberalization. I
develop a theory of administrative representation: firms with authoritative bureaucratic
sponsors are better positioned to turn product-specific demands into actionable requests
for tariff relief. I examine China’s trade policymaking after its accession to the World
Trade Organization (WTO) by linking firms’ pre-accession imports to subsequent tariff
schedules and interim-duty lists and identifying each firm’s administrative affiliation
status. Products with greater pre-accession import exposure to centrally affiliated firms
faced lower applied tariff rates after WTO accession and were more likely to receive
preferential interim-duty rates. Institutional records and policymaker interviews describe
the proposed transmission process. Together, the distributional and process evidence is
consistent with domestic administrative institutions shaping the product-level allocation

of trade liberalization.
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1 Introduction

International trade negotiations can constrain how much governments protect without de-
termining who receives the gains from liberalization.! Trade agreements can sharply reduce
average protection while allocating negotiated concessions unevenly across products (Maggi
and Rodriguez-Clare, 2007; Betz, 2017). Because WTO bindings are ceilings, China’s
product-level commitments still left room to set applied rates below them (World Trade
Organization, 2001a; News Office, Ministry of Finance of the People’s Republic of China,
2006). The composition of those choices determines which firms obtain cheaper inputs and
which producers face stronger competition. Governments can therefore satisfy liberalization
commitments while distributing the gains of openness strategically. This paper asks: when
international commitments restrict overall protection but leave discretion over applied policy,
what determines which products—and which firms—receive tariff relief?

I argue that administrative representation helps allocate tariff relief within the policy space
left by international commitments. I define administrative representation as a firm’s capacity
to have its bureaucratic principal act as an authoritative sponsor for a product-specific tariff
request. A bureaucratic principal is a public organization charged with supervising the firm
and bearing institutional responsibility for its performance. It becomes a sponsor when it
uses that bureaucratic reporting relationship and its institutional access to validate and
advance the firm’s request through the tariff policymaking process. Tariff policymaking often
proceeds as a bureaucratic-administrative process because product-level decisions require
technical expertise and authority is concentrated in specialized agencies. The mechanism
should be especially consequential in authoritarian regimes with hierarchical bureaucracies,
where organized interests often seek influence through elite and administrative channels
(Steinberg and Shih, 2012; Mertha, 2009).

Because modern tariffs are set at the level of individual product lines, firms can seek

In China’s WTO accession talks, China and existing members negotiated tariff bindings and phase-in
schedules for thousands of product lines (World Trade Organization, 2001a).



relief through administrative requests that identify a specific tariff item and propose a change
in its rate (I. S. Kim, 2017; Osgood, 2016). A manufacturer’s need for a foreign input
creates a product-specific demand, but that demand can affect the tariff schedule only if
the request reaches tariff officials. A bureaucratic sponsor can help the request bypass
administrative bottlenecks and reach the officials authorized to act. This argument differs
from informational lobbying and embedded autonomy. Informational lobbying explains
how organized actors subsidize officials’ policy work, while embedded-autonomy accounts
explain dense state-business ties (Hall and Deardorff, 2006; Evans, 1995). Administrative
representation identifies a more specific advantage: among firms with similar policy needs,
resources, or political connections, an authoritative bureaucratic principal can increase the
probability that a request reaches the final decision stage. This transmission mechanism is
distinct from firm size, ownership, and lobbying effort, which may shape demand or influence
through other channels.

Contemporary tariff policymaking in China provides a useful setting for testing the
argument: authority over product-level tariffs is centralized, while firms vary in their adminis-
trative access to the national decision process. WTO accession constrained the direction and
broad scale of liberalization (World Trade Organization, 2001a), while leaving product-level
implementation to a centralized domestic process. Decisions passed through the State Council
Tariff Commission and, for major adjustments, State Council approval.?

In China, firms seeking to influence trade policy must engage with a centralized policy-
making process, but they do so from different positions within the administrative hierarchy.
I operationalize administrative representation with pre-accession central administrative affili-
ation: whether a firm was supervised by a central ministry or another central government
body. I call these firms direct-control firms (DCFs). This measure records affiliation, not
ownership. State-owned firms, for example, could report either to a central ministry or to a

provincial or local government (Hsieh and Song, 2015). Central supervision could increase

2See General Office of the State Council of the People’s Republic of China, 1998; State Council Tariff
Commission, 2006; News Office, Ministry of Finance of the People’s Republic of China, 2006.



the likelihood that a DCF'’s tariff request reached national review because its supervising
body could validate and advance the request within the central administration, helping it
bypass the bureaucratic bottleneck faced by ordinary firms. These reporting relationships
predated China’s contemporary trade regime but continued to shape the allocation of tariff
relief after WTO accession.

Empirically, I construct a new product-level tariff dataset and a complementary firm-level
dataset. In the empirical analysis, tariff relief refers to a reduction in an applied tariff rate,
whether through a lower regular MFN rate or an interim duty below that rate. I use tariff
reduction and trade liberalization in the same applied-rate sense. I hand-collect China’s annual
product-level interim-duty rates and national tariff schedules, which I combine into a detailed
panel of statutory tariffs. The firm dataset links the Annual Survey of Manufacturing Firms
(ASMF) to China Customs records covering the universe of firm—product import and export
transactions in 2000. The customs records identify each firm’s imported products and import
values immediately before accession. The ASMF records administrative subordination and
legal ownership in separate fields. At the product level, I compare products with similar
starting tariffs, aggregate import demand, sourcing, producer characteristics, and product-
family fixed effects but different central-firm import exposure. Products imported more
heavily by centrally affiliated firms before accession were more likely to appear on interim-duty
lists and experienced larger tariff cuts. At the firm level, DCFs received larger fixed-basket
tariff cuts and were more likely to have an interim-duty product in their pre-accession import
baskets.

Interviews with former trade policymakers provide additional evidence on how product-
specific tariff requests were processed. Interviewees described a congested proposal process
in which firms without central affiliation had to pass through layers of technical screening.
Firms under direct central supervision, by contrast, could bypass much of this bottleneck
and present product-level tariff requests directly to central policymakers. Official records

document the authority and reporting relationships that sustained this shorter route.



This paper makes three contributions. First, it shifts attention from how much liberaliza-
tion occurs overall to how tariff cuts are distributed across products. Classic accounts explain
protection through organized interests, while firm-level research shows that global sourcing
and production networks divide trade preferences within industries (Grossman and Helpman,
1994; Osgood, 2016; Osgood, 2018; Blanchard and Matschke, 2015). Research on tariff
suspensions and exclusions further shows that firms seek and sometimes obtain line-specific
tariff relief (Ludema et al., 2018; Lee and Osgood, 2022). Relatedly, Tan and Davis (2023)
show that industrial policy muted SOEs’ response to WTO tariff cuts in strategic sectors.
My analysis examines whether firms’ administrative position shaped the allocation of those
cuts across products.

Second, the paper moves research on authoritarian trade policy inside policymaking.
Existing studies explain national openness and trade-agreement decisions through authori-
tarian institutions, distributive threats, and leader survival (Hankla and Kuthy, 2013; Wu,
2015; Baccini and Chow, 2018). They say less about how officials process detailed demands,
especially when trade policy is centralized at the senior leadership level (Feng, 2006). The
administrative-representation argument identifies a specific mechanism: bureaucratic spon-
sorship determines whose product information reaches national policymakers as a credible,
actionable proposal. This mechanism differs from both the formal lobbying and petition
channels studied in industrialized democracies and the patronage and local-government
implementation mechanisms studied in other research on authoritarian governance (Hall and
Deardorff, 2006; Ludema et al., 2018; Jiang, 2018).

Third, the paper opens the black box of trade policymaking in China. Existing research
documents bargaining over China’s WTO accession (Pearson, 2001; Feng, 2006), shows that
trade policy reflects bureaucratic, sectoral, regional, and business interests operating through
differentiated channels of access (Kennedy, 2005; Zeng, 2007; Deng and Kennedy, 2010), links
SOE interests and administrative connections to tariff protection and antidumping outcomes

(Hong, 2013; H. Zhang, 2018), and identifies divergent central and subnational strategies



(Tan, 2020). Interviews with former trade policymakers reconstruct how product-specific
requests moved through tariff institutions. Detailed firm—product data then test whether the
administrative routes described in those interviews correspond to realized tariff outcomes.
Together, the two forms of evidence connect the policymaking process to the distribution of
tariff relief across products and firms.

In what follows, Section 2 develops the theoretical argument. Section 3 introduces the
tariff policymaking process in China and presents qualitative evidence from administrative
records and policymaker interviews. Section 4 states the hypothesis and its observable
implications. Sections 5 and 6 describe the measures and present the quantitative evidence.

Section 7 concludes.

2 Theory

2.1 From Aggregate Liberalization to Product-Level Allocation

Trade policy distributes gains and losses, and classic international political economy (IPE)
explains how those economic stakes become political coalitions and policy. One strand asks
whether trade divides society along broad class lines or narrow industry lines. When factors
move readily across sectors, owners and workers tend to organize by class. When factors are
specific, capital and labor within an industry share a stake in protection. Factor mobility
therefore determines which cleavage dominates (Hiscox, 2001). A second strand treats tariffs
as outcomes of organization and political exchange. Hillman (1982) links protection for
declining industries to the political support they can offer, Magee (2002) models lobby
formation as an endogenous response to the private returns from protection, and Grossman
and Helpman (1994) formalize the government’s trade-off between aggregate welfare and
organized contributions. A third strand explains why firms organize for liberalization rather
than merely fail to resist it. Exports, multinational production, and intrafirm trade raise the

costs of protection for internationally connected firms, even when those firms face import



competition (Milner, 1988a; Milner, 1988b). Reciprocal negotiations then give exporters
clearer gains from foreign market access and help them overcome collective-action problems
(Gilligan, 1997). These approaches make both protection and liberalization outcomes of
organized conflict, but they generally locate that conflict at the level of classes, sectors,
industries, or broad national coalitions.

Recent IPE moves below those aggregates in two connected ways. Firm-centered research
shows that firms in the same industry can hold different trade preferences because they differ
in productivity, export participation, and product differentiation. These differences also
shape which firms lobby, so an industry need not act as a unitary political actor (Osgood,
2016; 1. S. Kim, 2017; I. S. Kim and Osgood, 2019; Plouffe, 2017). A related product-level
perspective identifies the policy instrument through which governments can respond to this
heterogeneity: modern tariff schedules contain thousands of product lines, with substantial
variation in applied rates among products in the same industry. A government can lower the
duty on an input used by one set of firms while retaining protection on a neighboring product.
Firm heterogeneity fragments political demand. Tariff granularity allows policymakers to
respond selectively, line by line.

Tariff granularity changes how trade policy should be understood. National average
tariffs can conceal how governments distribute protection across thousands of product lines.
International commitments constrain this allocation unevenly because foreign governments
focus on the products in which their exporters have substantial stakes, leaving other lines
subject to less external pressure.® Even on committed lines, bindings establish ceilings rather
than floors. Domestic policymakers can set applied rates below bound rates, implement
scheduled cuts early, or grant temporary tariff relief. Viewing trade policy at the product level

therefore reveals two forms of domestic discretion: greater room on lines that attract limited

3Arguments for uniform tariffs warn that product-level differentiation invites particularistic bargaining
(Panagariya and Rodrik, 1993). Under the principal-supplier rule, major exporters press for concessions on
the products they supply, while the importing government decides which concessions to offer (Gowa and
S. Y. Kim, 2005; Pelc, 2011). These negotiations help determine product-specific bindings and phase-in
schedules, but they do not cover every tariff line with equal intensity.



foreign attention and scope to liberalize beyond formal commitments. The distribution of
tariff relief depends not only on international constraints but also on the domestic institutions
that determine how this discretion is used.

This remaining discretion has distributive consequences. A lower duty on an intermediate
input reduces costs for downstream firms, while continued protection shelters domestic
producers of that input. Tariff relief need not be legally excludable to be concentrated: every
importer of a tariff line pays the lower rate, but the gains accrue primarily to firms that use
the product and cannot readily substitute away from it. Two reforms with the same average
tariff cut can therefore create different coalitions of beneficiaries, and average tariffs conceal
this allocation.

Trade reforms can also generate uneven adjustment across workers and regions (Goldberg
and Pavenik, 2007; Topalova, 2010; Autor et al., 2013; Dix-Carneiro and Kovak, 2017). Those
studies examine downstream incidence; the present analysis instead identifies the upstream
allocation of tariff relief and does not estimate effects on workers, households, regions, or
ethnic groups. *

Research shows that information, organized opposition, political connections, multinational
production, and supply chains shape line-level tariff relief (Ludema et al., 2018; Fotak et al.,
2025; Eldes et al., 2026; Baccini, Diir, et al., 2018; Blanchard and Matschke, 2015; Bown
et al., 2021). Much of this evidence comes from industrialized democracies, where legislative
and formal petition channels are comparatively visible. However, developing countries also
maintain highly disaggregated schedules, and authoritarian schedules can exhibit selective
complexity and dispersion (Guimbard et al., 2012; Wu, 2020). The theory therefore turns to
administrative representation: whether an authoritative bureaucratic principal can carry a

firm’s demand into the tariff-setting process.

4Material interests and institutional channels do not exhaust trade politics. Economic ideas and identity
are important because they can shape which sectors are understood as nationally valuable and which coalitions
form around liberalization (V. G. Rodrigues Vieira, 2024). This paper focuses on the administrative procedures
through which firms’ demands reach tariff officials. It therefore treats ideas and identity as scope conditions
rather than as evidence for the narrower administrative-representation mechanism tested here.



2.2 Firm-Level Demand for Tariff Relief

Product-level discretion creates the policy space, while firms’ input and output interests
determine which tariff lines they want changed. A manufacturer may seek lower tariffs on
imported inputs while favoring continued protection for its own output. Because firms within
an industry use different inputs and participate differently in global production, an industry
label can conceal divergent firm-level trade-policy preferences (Osgood, 2016; Osgood, 2018;
Jensen et al., 2015; Lee and Osgood, 2022).

The benefit of tariff relief depends on a firm’s sourcing pattern. Lower duties reduce the
price of established foreign inputs and can expand access to new varieties, widen product
scope, and raise downstream productivity (Amiti and Konings, 2007; Goldberg, Khandelwal,
et al., 2010; Halpern et al., 2015; Brandt et al., 2017). These gains vary with which inputs a
firm uses and how intensively it uses them.

Tariff relief also creates an opposing interest. Domestic producers lose protection when
imports become cheaper, while firms that depend on imported inputs gain from lower
duties. Policymakers therefore face competing claims from input users and import-competing
producers (Grossman and Helpman, 1994; Eckhardt, 2013). Global sourcing can create this
conflict even among firms in the same industry (Lee and Osgood, 2022). In requests for tariff
relief, both sides may provide information about domestic substitutes, production costs, and
the likely effects of a cut, consistent with accounts of lobbying as the provision of policy
information and legislative work (Grossman and Helpman, 2001; Hall and Deardorff, 2006).
Evidence from U.S. tariff suspensions shows that information from proponents and opposition
from domestic producers both shaped approval (Ludema et al., 2018). Product-level demand
produces tariff relief only after technical screening and competition with domestic-producer
claims. How policymakers resolve these competing product-level claims depends on the

political institutions through which firms seek influence.



2.3 Trade Policy under Authoritarianism

In democracies, trade policy is shaped by institutions that channel organized demands through
elections, parties, legislatures, and agencies (Milner, 1997; Nielson, 2003). Electoral rules
determine how broadly leaders aggregate interests (Rogowski and Kayser, 2002; Nielson,
2003). Legislative ratification, party organization, and electoral transparency further constrain
executives and their choice of policy instruments (Milner, 1997; Hankla, 2006; Kono, 2006).
Firms also influence policy through contributions, information, lobbying, and formal petitions
for tariff relief (Grossman and Helpman, 1994; Hall and Deardorff, 2006; Ludema et al., 2018).
These mechanisms help explain why democracies trade more freely and conclude more trade
agreements (Mansfield et al., 2000; Mansfield et al., 2002). These accounts may disagree
over whose interests prevail but emphasize electoral channels from societal preferences to
policymakers.

Research on authoritarian trade policy shifts attention from electoral incentives to regime
survival and authoritarian institutions, but usually retains a national or agreement-level
outcome. Cross-regime work asks whether autocracies trade less or protect more (Mansfield
et al., 2000; Aidt and Gassebner, 2010). Within authoritarian regimes, selectorate breadth,
regime institutionalization, time horizons, inequality, and threats of democratization help
explain national openness (Hankla and Kuthy, 2013; Wu, 2015; Zissimos, 2017). Related
studies connect trade-agreement accession to leadership survival (Hollyer and Rosendorff,
2012) and explain how authoritarian governments balance liberalization against domestic
autonomy in agreement depth and design (Baccini and Chow, 2018; Postnikov and Gamso,
2024). These lines of work explain why an autocracy opens or which commitments it accepts,
but they say much less about the distribution of applied policy across individual products.

A smaller literature moves closer to that allocational question by showing how specific
groups shape policy under authoritarian rule. Powerful economic groups can influence an
authoritarian government’s exchange-rate choices (Steinberg and Shih, 2012). Evidence from

China similarly shows that firms and industry associations seek to influence national policy
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through different organizational channels (Kennedy, 2005; Deng and Kennedy, 2010). Other
studies link SOE interests and administrative connections to tariff protection and antidumping
outcomes (Hong, 2013; H. Zhang, 2018). These studies establish that authoritarian leaders
respond selectively and can redirect protection through administrative instruments. Compar-
ative research on Brazil and India likewise shows that the design of the bureaucracy leading
trade negotiations shapes how domestic and international constraints enter the construction
of national trade interests (V. Rodrigues Vieira, 2017; V. Rodrigues Vieira, 2021). Explaining

how influence reaches individual tariff lines requires a theory of administrative representation.

2.4 Administrative Representation and Policy Transmission

I define administrative representation as a firm’s capacity to enlist its bureaucratic principal
as an authoritative sponsor of a product-specific tariff request. A bureaucratic principal is the
public organization charged with supervising the firm and bearing institutional responsibility
for its performance. The supervisory relationship creates representational capacity. A principal
exercises that capacity when it uses its reporting relationship and institutional access to
validate and advance the firm’s request. Thus, a centrally supervised manufacturer may
seek ministry endorsement of a lower duty on imported machinery, whereas a subnationally
supervised firm may first approach its local economic department. The key difference across
firms is how close their bureaucratic principals are to national tariff officials within the
administrative hierarchy.®

Administrative representation should matter most when product-level trade policy requires
technical expertise, formal authority is centralized in specialized agencies, and electoral and
legislative channels are weak. These are scope conditions rather than universal features of
authoritarian rule: the mechanism should be strongest where national bureaucracies control

product-specific decisions and electoral and legislative channels exert limited influence. Firms

5 Administrative representation differs from representative bureaucracy, which asks whether the demographic
composition of public agencies produces representation of social groups (Mosher, 1968). Here the represented
actor is an affiliated organization and the representative is its bureaucratic principal.
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then depend more heavily on administrative reporting ties, making the hierarchy consequential
for which claims reach national review.

To focus on the domestic allocation problem, I hold aggregate liberalization fixed at L
and allow national policymakers to distribute nonnegative tariff cuts, Ar;, across product
lines:

J
> wiAT; =1L, AT; =1Tj0—Tj1 > 0. (1)

j=1
Here j indexes product lines, 7;0 and 7;; are pre- and post-reform tariffs, and the fixed
weights w; > 0 sum to one. The fixed-budget constraint is an analytical device that isolates
composition. Trade agreements can constrain the depth and timing of liberalization (Maggi
and Rodriguez-Clare, 2007), and accession bargains determine demanded concessions (Pelc,
2011). Conditional on L, the model asks how domestic politics allocates reform across
products. Additional relief on one line must be offset by less liberalization elsewhere, so
representation can reallocate relief without changing its aggregate amount.®

Allocating L across thousands of product lines creates a screening bottleneck. Input users
seeking relief, protected producers opposing cuts, industry associations, technical agencies,
and subnational governments compete for the attention of a small set of national officials.
Their product-level knowledge affects the tariff schedule only if a claim survives screening
and enters national review. Research on lobbying and tariff suspensions shows that organized
actors improve their prospects by supplying information and the policy labor needed to make
it usable (Grossman and Helpman, 2001; Hall and Deardorff, 2006; Ludema et al., 2018).
Administrative representation confers a distinct advantage at the prior stage: whether that
information reaches the relevant officials.

I therefore separate transmission from decision. During transmission, a firm or its
sponsor must identify the product and proposed rate change, document its role in production

and the availability of substitutes, and pass technical and interagency screening. During

6The constraint holds the scale of reform constant to isolate its composition. Actual trade agreements
may encode the aggregate constraint in different legal forms.
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decision, national officials choose among reviewable claims by weighing gains to users against
producer opposition, revenue considerations, international constraints, and other objectives.
Administrative representation raises the probability that a claim becomes reviewable; national
officials retain authority over whether to grant relief.

Sponsorship improves transmission through three analytically distinct mechanisms. First,
vistbility: endorsement by a recognized principal raises a claim’s priority within a congested
queue. Second, credibility: because a principal bears responsibility for supervised orga-
nizations, its endorsement can convey that a claim passed internal screening. A biased
sponsor may nonetheless distort the information it transmits, a tension formalized in models
of advocacy (Dewatripont and Tirole, 1999). Third, routing: whereas visibility changes
priority within a queue, organizational proximity reduces the number of gatekeepers a claim
must cross and directs it toward the officials responsible for technical review. This routing
logic accords with theories that organizations use hierarchy to process and direct costly
information (Bolton and Dewatripont, 1994; Garicano, 2000). Credibility is a general benefit
of sponsorship; the predicted proximity gradient arises chiefly because nearer principals can
place claims in higher-priority channels and bypass more gatekeepers. Research on China
likewise portrays trade policymaking as pluralized and documents contrasting lobbying styles
and access among business actors (Zeng, 2007; Deng and Kennedy, 2010).

Administrative representation is an organizational channel, not a proxy for firm size, state
ownership, political loyalty, fiscal contribution, or lobbying effort. Size provides resources
for political participation (Bombardini, 2008); fiscal ties can give governments substantive
reasons to favor particular firms (Queralt, 2017; Han et al., 2022); and ownership or loyalty
can alter government preferences. Lobbying effort supplies information and policy labor,
whereas the relationship with a bureaucratic principal identifies the official route through
which those inputs reach review. In China, state-sector restructuring assigned large firms
to different central and local principals, allowing the principal’s location to be measured

separately from ownership status and firms’ responses to WTO liberalization (Hsieh and
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Song, 2015; Tan and Davis, 2023).

3 WTO Constraints and Tariff Policymaking in China

3.1 WTO Accession and Residual Tariff Discretion

China’s WTO accession sharply constrained the level and timing of tariff protection without
eliminating discretion over applied rates. After applying to resume its status as a GATT
contracting party in 1986, China negotiated on two tracks. A multilateral Working Party
examined its trade regime and negotiated rules and institutional commitments, while China
bargained bilaterally with WTO members seeking market-access concessions in goods and
services. Because accession required members’ consent, China had to address these individual
concerns before the accession package could proceed (Yang and Cheng, 2001; Pearson, 2001;
Feng, 2006; World Trade Organization, 2001b). The resulting bilateral commitments were
consolidated into a single schedule of tariff bindings and phase-in requirements and extended
to all WTO members under most-favored-nation treatment (World Trade Organization,
2001a). Existing members’ export interests shaped the concessions demanded of China, while
accession placed most of the adjustment burden on China as the applicant (Pelc, 2011).

The final package sharply constrained both the direction and broad scale of Chinese tariff
policy. China bound every import tariff, committed to reduce average industrial bindings
to 8.9 percent and agricultural bindings to 15 percent, and phased in most reductions by
2004.7 By 2007, the official tariff plan placed the overall applied tariff level at 9.8 percent.®
The empirical analysis focuses on how tariff treatment varied across products within the
constraints established by accession.

China applies product-specific tariffs at the eight-digit Harmonized System (HS8) level,

including regular most-favored-nation (MFN) rates and annual interim duty rates (IDRs).

"See World Trade Organization, 2001b; World Trade Organization, 2001a.
8See News Office, Ministry of Finance of the People’s Republic of China, 2006.
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Appendix A reproduces sample tariff lines to show the schedule’s organization. The empirical
analysis uses the 2001-2007 schedules.

Figure 1 summarizes changes in applied MFN tariffs and the composition of tariff dispersion.
The upper panel shows that the mean applied MFEN tariff fell from 17.5 percent in 1998 to 9.9
percent in 2007. The lower panel decomposes annual variation across six-digit Harmonized
System (HS6) products into variation within and between two-digit Harmonized System
(HS2) industries. The within-HS2 component rose from 43.9 percent of total tariff variation
in 1998 to 57.2 percent in 2007 and exceeded the between-HS2 component from 2001 onward.
Tariff dispersion among products in the same broad industry became greater than dispersion
in average tariffs across broad industries. Industry membership therefore became a weaker
guide to a product’s tariff: closely related goods could face a larger tariff gap than the typical
difference between industry averages. Comparable within-industry tariff patterns appear

beyond China (I. S. Kim, 2017; I. S. Kim and Osgood, 2019).
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Figure 1: Falling Applied Tariffs and the Composition of Product-Level Dispersion, 19982012

Notes: The upper panel reports the unweighted mean applied MFN tariff across HS6 products. The lower
panel decomposes total annual variance across HS6 products into variation within HS2 industries and
variation between HS2 industry means. The two components sum to total variance. The within-industry
share equals 43.9 percent in 1998 and 57.2 percent in 2007. Source: World Integrated Trade Solution.
The 2007 pattern is similar when measured using eight-digit Harmonized System (HSS8) tariff lines.



Table 1 shows what this within-industry variation meant in China’s 2007 schedule. All
six products belong to HS2 industry 84 (machinery) and describe related engines, yet their
regular MFN rates range from 5 to 25 percent. An internal-combustion engine for a railway
train at or above 132.39 kW faced a 25 percent tariff, while a tractor diesel engine at the same
capacity threshold faced 9 percent. Three adjacent locomotive-engine lines faced rates of 5,
8.4, and 5 percent depending on capacity. This 20-point spread within one industry illustrates
the product differentiation concealed by broad industry averages. Aggregate liberalization

reduced overall protection without eliminating product-specific tariff choices.

Table 1: Within-Industry Tariff Differentiation: Machinery, 2007

HS8 Product Regular MFEN rate
8407.9090 Petrol engines 18%
8408.2010 Diesel engines of tractors, > 132.39 kW 9%
8408.2090 Internal combustion engines of railway trains, > 132.39 kW 25%
8408.9091 Locomotive engines, < 14 kW 5%
8408.9092 Locomotive engines, > 14 kW but < 132.39 kW 8.4%
8408.9093 Locomotive engines, > 132.39 kW 5%

Notes: The table reports regular applied MFN rates for selected HS8 lines within industry 84. WTO bindings
set the maximum permissible rate, while annual interim duties could lower the applied rate for selected
products.

Source: China’s 2007 national tariff schedule, digitized by the author.

Policymakers could also use annual interim duties—applied rates set below the regular
MFN rate for selected products—to grant temporary tariff relief within China’s WTO bindings.
Authority over both instruments remained centralized: the State Council Tariff Commission
reviewed rate changes, with major decisions subject to State Council approval.’

I measure product-level tariff treatment using two primary outcomes: changes in regular
applied MFN rates and interim-duty treatment. MFN changes capture the broader cross-

product allocation of regular-rate cuts, while interim duties identify selective reductions below

the regular rate. Section 5.4 details their construction.

9See General Office of the State Council of the People’s Republic of China, 1998. In October 2006, a
Commission decision approved by the State Council lowered interim duties on 58 tariff items, and the 2007
tariff plan applied interim rates to more than 300 products (State Council Tariff Commission, 2006; News
Office, Ministry of Finance of the People’s Republic of China, 2006). In the analysis panel, 8.2 percent of
4,825 HS6 products appeared on an interim-duty list at least once during 2001-2007.
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3.2 Tariff Policymaking Process

Prior research describes pluralized trade policymaking and contrasting lobbying styles among
Chinese business organizations (Zeng, 2007; Deng and Kennedy, 2010). The evidence assem-
bled here reveals a more specific product-level process. Chinese firms sought tariff changes by
submitting technical petitions through government agencies and industry associations. Each
petition identified a tariff line, requested a rate change, and justified it against competing
claims from domestic producers. Firms across ownership forms could submit petitions, but
interviewees reported that they differed in access to policymakers and in their ability to move
a request forward.

I combine official administrative records with interviews conducted in Beijing in 2021-2022
with former tariff policymakers and bureaucrats. This section introduces the two channels
through which firms submitted petitions and explains how each route moved requests toward

Commission review.

3.2.1 The Tariff Commission

The State Council Tariff Commission was the central government body at the core of China’s
tariff policymaking. Operating under the State Council, it coordinated the ministries and
agencies responsible for finance, planning, customs, agriculture, industry, and related policy
areas. It also held authority over tariff rates, annual interim rates, tariff-line changes, and
major tariff policies and negotiations, with an office in the Ministry of Finance providing

administrative support.!® Figure 2 illustrates this organizational structure.!!

10Gee General Office of the State Council of the People’s Republic of China, 1998.
UThe figure uses the agencies’ later names. The empirical analysis classifies firms by their pre-SASAC
affiliations in 2000.
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Figure 2: Organization of China’s Tariff-Setting Institutions

Notes: The chart illustrates the State Council Tariff Commission’s organizational structure using later-
period agency names.

The Commission and its member agencies exercised this authority at two working levels.
Senior Commission members and ministerial representatives received direction from the
State Council, coordinated interests across agencies, and reviewed proposals. Below them,
specialized bureaucrats assembled product information, evaluated requests, and drafted
proposed changes. These bureaucrats both processed information and could obstruct a
petition. A request could stall if the responsible bureaucrat lacked time, found the supporting
evidence inadequate, or chose not to advance it. Before senior officials could approve a
request, specialized bureaucrats had to verify the firm’s evidence. They then translated the
request into a proposed change for a specific tariff line.

Figure 3 traces product-specific tariff requests through this hierarchy and introduces the
two channels examined below. In the ordinary bureaucratic channel, firms and associations
worked through local or sectoral officials. In the central supervisory channel—labeled “State
Asset” in the figure—a DCF could ask its supervising ministry or central state-asset body to
forward a request. Both channels converged on the Commission’s technical and hierarchical

review, but central sponsorship could bypass preliminary queues.
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Figure 3: Reported Administrative Routes for Product-Specific Tariff Requests

Notes: The arrows represent the flow of information. In the ordinary channel, firms and industry
associations transmit petitions through local and sectoral officials. In the central supervisory channel, a
DCF’s sponsoring organization can forward a petition into the central review process. The advantage
is that this route can bypass some preliminary queues. The “State Asset” label denotes a supervisory
function.
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3.2.2 The Ordinary Bureaucratic Channel

Interviewees described much of the product-level work as being performed by career officials in
the Commission office and relevant agencies. I refer to these mid-level officials as bureaucrats.
They received requests—for example, a proposed 5% reduction on a specified product—
assembled information about imports and domestic production, assessed the likely effects
on the industries they covered, and drafted proposals for senior review. Senior authorities
retained final decision-making power, but the bureaucrats’ authority to evaluate and advance
a request gave them substantial gatekeeping discretion. A lower-level bureaucrat could
become an obstacle even when a firm had submitted a petition: the official could request
more evidence, give the request low priority, decline to recommend it, or fail to move it
forward before the relevant decision.

Interviewees described each bureaucrat as responsible for a portfolio of industries and
as screening petitions within that portfolio. An automobile specialist, for example, also
covered related supply-chain industries and products such as tires and transmission units.!?
Recruitment reflected this specialization. A 2003 Tariff Commission hiring notice sought
applicants with matching academic training in chemical engineering, communications elec-
tronics, machinery, and computer electronics. These assignments allowed bureaucrats to
accumulate product-level expertise and to evaluate competing claims from input users and
domestic producers.

Interviewees reported that firms commonly sent petitions through local customs offices or
industry associations, which relayed them to the relevant officials. Repeated contact with
firms and associations gave sectoral bureaucrats access to technical information that was
difficult to obtain from aggregate data alone. It also left firms dependent on an official’s
willingness and capacity to turn a request into an administrative proposal.

The same specialization that produced expertise also produced overload. Interviewees

described officials as responsible for large numbers of stakeholders and, at times, thousands of

12 Author’s interview.
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petitions. Overtime was common, and senior officials could demand reports on short notice.
One interviewee’s later experience illustrates the persistence of these working conditions:
during the 2018-2019 trade war, the official was instructed to draft China’s response to U.S.
tariffs within a single business day. As another interviewee put it, officials sometimes reviewed
petitions “like paging through a book.” Under these conditions, a lower-level official’s limited
time or decision to set a request aside could stop it before senior review. Bureaucratic
overload thus created an attention bottleneck in the ordinary channel. This China-specific
evidence parallels overload mechanisms documented among rural development officials in
India (Dasgupta and Kapur, 2020).

Interviewees also described substantive screening. In one unsuccessful case, an official
examined customs transactions for a high-value chemical input and rejected a foreign affiliate’s
request because the declared intra-firm price failed to substantiate the claimed tariff burden.
Lower-level review therefore involved substantive judgment. A petition had to survive
attention constraints and technical verification before reaching senior Commission officials

and ministerial representatives, who could block, revise, or approve it.

3.2.3 The Central Supervisory Channel

Interviewees described directly affiliated enterprises as occupying a distinct position in the
administrative hierarchy. A DCF could submit a product-specific tariff request through its
supervising ministry or central state-asset body. This organization could represent the firm
and forward its petition to the Tariff Commission or senior officials. I refer to the supervising
organization as the DCF’s bureaucratic sponsor.

Interviewees characterized a DCF’s central affiliation as providing a shorter and more
authoritative channel. They used dandu xingwen to describe the DCF’s formal authority to
issue official correspondence in its own name directly to the relevant ministry, without routing
the document through unrelated administrative bodies. This de jure channel was unavailable

to ordinary firms, which had to transmit their requests through regular administrative
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procedures. The ministry could then communicate directly with the Tariff Commission. A
sponsor could also validate the stated production need, lend the petition credibility, and help
it bypass some intermediate queues and lower-level gatekeepers. I therefore hypothesize that
sponsorship increased the probability that a technically viable petition reached senior review.

This advantage did not create a separate decision process or guarantee approval. Sponsored
petitions remained subject to technical scrutiny, policy constraints, producer opposition, and
senior review. Private firms and local state-owned enterprises (SOEs) could obtain tariff relief
through ordinary channels, and a DCF’s request could fail. The difference lay in transmission:

DCFs had an additional, institutionally backed route into the same review process.

3.2.4 Local Governments and Access to the Central Channel

Local governments had both the capacity and incentives to sponsor firms through the ordinary
channel. China’s decentralized authoritarian institutions gave local officials substantial
implementation capacity (Landry, 2008). Fiscal institutions also tied their interests to
revenue generated within their jurisdictions (Oi, 1992; Xu, 2011; Gordon and Li, 2012). Their
stake in supporting trade-oriented firms varied geographically because provinces differed in
export-led growth and in the relationship between inward investment and exports (Ljungwall,
2006; Q. Zhang and Felmingham, 2001).

However, local sponsorship did not give provinces control over tariff policy.'® Firms
could submit petitions through local customs branches, sometimes with provincial or local
government sponsorship. Local bodies could also solicit, screen, and relay proposals from
firms and associations. Yet these regional petitions still had to pass through the ordinary
bureaucratic bottleneck to reach the central Tariff Commission. At the Commission level,
officials pooled petitions nationally and grouped them by industry rather than region, reflecting
the bureaucracy’s sectoral specialization. Local support could help a petition enter central

review, but it did not provide the direct formal access available to DCFs. Province controls

13See General Office of the State Council of the People’s Republic of China, 1998.
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and within-province comparisons distinguish this central access from geographically varying

local support.

3.3 Central Administrative Control versus State Ownership

Three concepts must remain separate. Qwnership describes equity or legal status under the
customs classification. Administrative affiliation identifies the governmental principal to
which a firm reports and which may structure appointments, supervision, or communication.
Imported-input exposure measures whether, and how strongly, a firm benefits from lower
tariffs on products it actually imports. Direct central administrative control records affiliation.
Imported-input exposure separately measures a firm’s demand for tariff relief.

The central category sits within the State Council’s administrative system, but it does
not encompass the state sector as a whole. Most SOEs were affiliated with provincial or local
governments rather than the center. Central affiliation also crossed ownership categories:
the linked sample includes centrally affiliated foreign-invested enterprises, including joint
ventures, as well as centrally affiliated SOEs. The empirical measure therefore captures a
firm’s formal position in the administrative hierarchy rather than state ownership.

Political access does not map cleanly onto legal ownership. Using repeated surveys of
Chinese private firms, Guo et al. (2014) find that politically connected entrepreneurs gained
better access to subsidized bank credit after institutional changes recognized private business.
Their outcome is finance rather than tariffs, but the comparison shows why private ownership
cannot be treated as an absence of state access. DCF status captures a formal reporting
relationship, which is narrower than political connection and can cross ownership categories.

In the early 2000s, imported intermediates were central to production across Chinese firms.
Conditional on using a foreign input, producers generally benefited from a lower tariff on that
product (Yu, 2015; Brandt et al., 2017). Because this incentive was widespread, the relevant
difference is administrative position. Tariff decisions were centralized, DCFs reported directly

to ministries or other central bodies, and interviewees reported that other firms generally
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transmitted demands through local governments, sectoral agencies, or industry associations.
This pattern is consistent with research depicting pluralized Chinese trade policymaking and
contrasting association lobbying styles (Zeng, 2007; Deng and Kennedy, 2010). DCF status
therefore identifies a firm’s position in the policymaking hierarchy. Product-specific demand
establishes what a firm wants, while administrative affiliation identifies the route through
which that demand can reach the central tariff process.

This distinction matters within China’s state sector. Large enterprise groups were
administered by central or local authorities, and responsibility for appointing and evaluating
managers followed the administrative level. State ownership therefore provides a poor proxy
for a common governmental principal (Hsieh and Song, 2015). Because central affiliation
spans state-owned and foreign-invested firms, within-ownership comparisons help distinguish
hierarchy from broad state ownership. Section 5.3 defines the pre-accession DCF measure,

ownership categories, and linkage procedure.

4 Hypothesis

China’s WTO commitments constrained the overall extent of tariff liberalization but left
officials discretion over which products received additional tariff relief. Firms under direct
central administrative control could submit product-specific requests through central min-
istries, giving the products they imported a more direct route to tariff-setting officials. This

leads to the following hypothesis:

Hypothesis. Products imported more heavily by centrally affiliated firms before
China’s WTO accession receive greater tariff relief afterward, reflected in larger
reductions in regular applied MFN rates and a higher probability of receiving a

temporary tariff rate below the regular MFN rate.

The empirical analysis compares products with similar total pre-accession import demand,

isolating central administrative access from demand for imported inputs more generally.
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5 Data and Measurement

5.1 Sources and units of analysis

The analysis links firms’ pre-accession imports to changes in China’s tariff schedule after WTO
entry. The firm-level unit is an importer and the product-level unit is a six-digit Harmonized
System (HS6) tariff line. I measure firm status and import demand in 2000, before China
joined the WTO in December 2001. Domestic producer characteristics come from 1998. I use
2007 as the end year because most accession-related tariff cuts and scheduled phase-ins had
been implemented by then. China’s average applied MFN rate subsequently changed little,
from 9.8 percent in 2007 to 9.3 percent in 2017.'* The country-specific additional tariffs
imposed during the 2018 U.S.—China trade war belong to a later policy episode (S. E. Kim
and Margalit, 2021). This timing fixes the political and economic covariates before the policy
outcomes.

I combine three sources. Annual applied most-favored-nation rates from the World
Integrated Trade Solution provide tariffs at HS6 for 1998-2011. I harmonize the 2002 and
2007 nomenclature revisions to the 1996 Harmonized System (HS1996) codes used in the 2000
trade data and retain products observed in every year of the panel. China’s national tariff
schedules add HS8 detail and identify interim duty rates (IDRs). An IDR is a product-specific
temporary applied rate set below the regular MFN rate while leaving the WTO binding and
regular MFN schedule unchanged. Each annual tariff plan identifies the eligible product lines
and their lower rates; comparison across successive plans shows which treatments are renewed,
revised, or removed.'® I reconstruct whether an HS6 line appeared on any interim-duty list
during 2001-2007.

Transaction records from the China General Administration of Customs report the

importer’s name, postal code, legal status (state-owned, foreign-invested, or private), product,

14See News Office, Ministry of Finance of the People’s Republic of China, 2006; World Trade Organization,
2018.

15Gee State Council Tariff Commission, 2006; News Office, Ministry of Finance of the People’s Republic of
China, 2006.
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trade regime, country of origin, and shipment value. These records cover the universe of
reported merchandise transactions. After name cleaning and the exclusions described below,
the 2000 cross-section contains 39,164 importers with positive imports, including 283 centrally
affiliated firms. The cross-section determines firms’ fixed import baskets and the scale and
composition of demand for each product. Using pre-accession baskets prevents firms’ later
sourcing or product switching from entering the tariff outcome.

The Annual Survey of Manufacturing Firms (ASMF) supplies administrative affiliation
and producer characteristics. The survey covers all state-owned manufacturing enterprises
(SOEs) and nonstate manufacturers with annual sales above 5 million renminbi (RMB). I
use the 2000 administrative-subordination field to identify firms attached to central state
bodies. Aggregates from the 1998 survey measure domestic producer output, employment,
and the state share of revenue at the product’s matched industry. Accounting variables enter
only the supplementary analyses because requiring an ASMF match would reduce the main

customs sample sharply.

5.2 Sample construction and trade regime

The primary product-level sample links tariff changes to pre-accession import demand at HSG6.
Collapsing the archived 2000 customs aggregates yields 4,825 imported lines. Requiring tariffs
in both 2000 and 2007 leaves 4,214, and adding producer controls leaves 3,902. Because the
aggregates combine ordinary and processing trade, these estimates relate tariff allocation to
demand recorded across customs regimes. A separately reconstructed ordinary-trade sample
isolates shipments subject to tariffs and tests the 2007-level association without processing
trade.

The firm-level sample instead measures tariff incidence on fixed 2000 ordinary-trade
baskets. Processing inputs generally receive duty exemptions, so including them would
overstate the tariff incidence firms actually face (Yu, 2015). From the 39,164-firm roster

described above, requiring ordinary-trade imports and at least one HS6 product with tariffs
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observed throughout 1998-2011 leaves 19,397 firms, including 199 centrally affiliated firms.
I reweight each retained basket to sum to one. Processing transactions never enter the
firm-level outcome. Appendix Tables A2 and A3 document name cleaning, exclusions, linkage,
and import-value coverage.

The end-use classification serves as a validation of the imported-input interpretation. Both
main samples retain the broader product universe. The United Nations Statistics Division’s
HS1996-to-Broad Economic Categories (BEC) concordance identifies intermediate inputs,
capital goods, and final consumption. Among central SOEs, 65.0 percent import at least one
intermediate product, and intermediates average 64.3 percent of ordinary-import value among
firms with a valid denominator. Imported-input use is widespread: average intermediate
shares range from 64 to 80 percent across administrative and ownership categories, consistent
with the importance of imported inputs to Chinese manufacturing (Yu, 2015; Brandt et al.,
2017). The main fixed-basket measure retains all ordinary imports, while intermediate-only
definitions are sensitivity checks. Appendix Tables A5 and A6 report the classification rules

and comparisons.

5.3 Administrative status and ownership

I use the 2000 ASMF administrative-affiliation field to identify firms supervised by a central
ministry or another central government body and merge them by firm name with the
customs data. I classify these firms as DCFs. This central-affiliation indicator operationalizes
administrative representation but does not record whether the supervising body sponsored a

particular petition. Appendix B documents the coding, linkage, and ownership categories.
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5.4 Outcomes and explanatory variables

The two primary product outcomes capture complementary margins of tariff relief. The first

is the percentage-point reduction in the applied MFN rate:
Cut; = 75,2000 — 75,2007, (2)

where a positive value denotes deeper liberalization. The other primary outcome records
whether an HS6 line appeared on any interim-duty list during 2001-2007. For firm ¢, let
w;j,2000 be product j’s share of its ordinary-trade imports in 2000. The fixed-basket outcome
is

Cut; = Z Wi 45,2000 (Tj,2000 - Tj,2007) . (3)
J€J;

The same products and weights enter both endpoints. I also calculate the weighted 2000 and
2007 tariff levels, an unweighted basket average, the tariff on the firm’s largest import, and
whether at least one product in its basket receives an IDR. Because the amount of protection
available to remove depends on the initial rate, the preferred specifications adjust flexibly for

the 2000 tariff.

The key product-level predictor is the absolute scale of pre-accession DCF demand:
DCFExposure; 5599 = log<1 + DCFImportsmOOO) : (4)

I standardize this variable within the product sample and include log(1 + total imports)
separately. The coefficient therefore compares products with similar overall demand but
different demand from centrally affiliated firms. A literal DCF import share separately tests
concentration, and the log difference between DCF and total import value provides another
alternative measure. At the firm level, the explanatory variables are the binary DCF indicator

and the ownership-by-affiliation categories defined above.
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5.5 Pre-accession controls

All baseline controls are measured before WTO entry. Firm models adjust for 2000 import
value, the number of imported products, the share sourced from countries in the Organisation
for Economic Co-operation and Development (OECD) countries, and the import-value-
weighted average of the firm’s share in each product market. Fixed effects compare firms
within the HS2 category of their largest 2000 import and within province. Product models
include log total import value, the log number of importers, the OECD sourcing share, 1998
producer output and employment, and the state share of producer revenue. They also absorb
HS2 fixed effects and a four-degree-of-freedom natural spline in the 2000 tariff. The share
sourced from the United States, European Union, or Japan and the geographic concentration
of import demand enter designated sensitivity tests. No post-accession firm outcome or
producer characteristic is used as a control.

Table 2 reports the distributions of the primary outcomes, predictors, and customs controls.
The two panels retain their distinct empirical universes: ordinary-trade fixed baskets for firms

and the broader all-regime aggregation for products.
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Table 2: Summary Statistics

Variable N Mean SD Min Max
Panel A. Product-level sample

Tariff cut, 2000-2007 (percentage points) 4,214 7.042 8.999 -45.000  112.000
MFN tariff, 2000 (percent) 4,792  16.919  12.003 0.000  121.000
MFN tariff, 2007 (percent) 4,220 9.917 7.112 0.000 65.000
Any interim-duty listing, 2001-2007 4,825 0.082 0.275 0.000 1.000
Log DCF import value 4,825 5.099 6.075 0.000 21.019
Literal DCF import share 4,825 0.037 0.120 0.000 1.000
Log import value 4,825  14.539 2.682 6.913 23.412
Number of importing firms 4,825 113.342  266.537 0.000 5496.000
OECD import share 4,825 0.663 0.310 0.000 1.000
Panel B. Firm-level fized-basket sample

Tariff cut, 2000-2007 (percentage points) 19,397 6.862 6.727 -45.000  111.600
Weighted input tariff, 2000 (percent) 19,397  14.491 7.833 0.000  114.000
Weighted input tariff, 2007 (percent) 19,397 7.628 4.080 0.000 50.000
Share of imported products receiving an IDR 19,397 0.181 0.283 0.000 1.000
Direct-control firm 19,397 0.010 0.101 0.000 1.000
Import value (US$ billions) 19,397 0.006 0.076 0.000 9.205
Number of imported products 19,397  26.864  46.882 1.000 1160.000
OECD import share 19,397 0.705 0.380 0.000 1.000

Notes: Product statistics use all customs regimes and HS6 aggregation. DCF exposure is log(1+DCF imports).
Firm tariffs apply fixed 2000 ordinary-trade weights to the balanced HS6 panel. Shares range from zero to
one. Product import value is logged, and firm import value is in US$ billions.
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6 Empirical Strategy and Results

6.1 Design and estimands

I test the administrative-access hypothesis at the product level because tariffs are set by
product. It predicts more favorable applied treatment for tariff lines used by centrally
affiliated firms before accession, conditional on the line’s initial protection, overall demand,

and producer opposition. I estimate

where Y is either of the two primary product outcomes: any interim-duty listing or the
20002007 tariff cut defined in Section 5. The function f(7;2000) is a four-degree-of-freedom
natural spline in the 2000 tariff. This flexible control is necessary because products with
higher initial protection have more room for large cuts, and negotiated phase-ins can make
the relationship between initial protection and subsequent treatment nonlinear. The spline
prevents this starting-point relationship from being attributed to DCF exposure. Four degrees
of freedom allow moderate curvature while keeping the adjustment parsimonious. Appendix
Figure A5 reports results under alternative spline choices. The term \j(;) denotes HS2 fixed
effects. Importer controls W include log total import value, the log number of importers, and
the OECD sourcing share. Producer output, employment, and the state share of producer
revenue enter Z;. Standard errors are clustered at the four-digit Harmonized System (HS4)
level, allowing shocks to be correlated across related HS6 lines.

The preferred exposure measure is standardized log DCF import value. Because log
total imports enters the same regression, 5 compares products with similar overall demand
but different absolute demand from DCFs. A literal DCF import share tests whether
concentration predicts treatment independently of the scale of represented demand. The

interim-duty estimand records whether a product appeared on any list during 2001-2007.
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The supplementary firm analysis fixes the beneficiary side of the same product allocation.

For firm i, I estimate

Y; = a+ 8 DCF; + f(Ti2000) + Xy + sy + Ppi) + i (6)

where the outcomes are the cut in the firm’s fixed-basket tariff and whether its basket contains
at least one IDR product. Because only 199 DCFs remain in the balanced firm sample, these
estimates are descriptive incidence checks and serve as additional evidence. X; contains the
pre-accession firm controls listed in Section 5.5. The terms ;) and ¢p;) are fixed effects
for the HS2 category of the firm’s largest import and its postal province. In the grouped
model, central SOEs and centrally affiliated FIEs are pooled into a single direct-control
category, and ordinary FIEs are the reference category. Private firms and local SOEs are
therefore interpreted relative to ordinary FIEs, while the pooled direct-control coefficient
imposes a common association across central SOEs and centrally affiliated FIEs. The grouped
specifications restrict the direct-control category to the 198 firms in these two ownership
groups. Table 5 reports the binary and grouped firm specifications. The binary specifications
cluster standard errors by the HS6 category of the firm’s largest 2000 import; the grouped
specifications cluster by firm.

These models estimate conditional associations. Initial tariffs enter because they determine
how much protection can be removed and differ systematically with DCF exposure. The
firm models use ordinary trade only. The product-change file combines customs regimes, so
its coefficients describe policy allocation associated with total DCF demand across those

regimes.

6.2 Product-level allocation

Interim duties capture selective use of residual applied-rate discretion. An interim-duty list

identifies products granted temporary applied tariff rates below the regular MEFN rate. Table 3
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Table 3: Pre-Accession DCF Import Exposure and Interim-Duty Decisions

Any Listing Years Listed Max. Discount

(1) (2) (3) (4) (5) (6)

DCF Import Exposure (1 SD) 0.047*** 0.048** 0.027*** 0.027***  0.105"** 0.188***

(0.006) (0.006) (0.007) (0.007) (0.029) (0.053)
Importer Controls No No Yes Yes Yes Yes
Producer Controls No No No Yes Yes Yes
HS2 FE Yes Yes Yes Yes Yes Yes
Flexible 2000 Tariff No Yes Yes Yes Yes Yes
Num. obs. 4825 4792 4792 4431 4431 4431

**p < 0.01; **p < 0.05; *p < 0.1. Columns 1-4 sequentially add a flexible function of the 2000 tariff,
importer controls, and producer controls to the linear probability model for any interim-duty listing during
2001-2007. Columns 5-6 use the full specification; their outcomes are the number of listed years and the
maximum percentage-point discount below the regular MEFN rate. The discount measure is bounded below at
zero. DCF exposure is standardized log DCF import value in 2000. Importer controls are total import value,
the log number of importers, and OECD sourcing; producer controls are output, employment, and the state
share of revenue. All models include HS2 fixed effects, and flexible specifications use a four-degree-of-freedom
natural spline in the 2000 tariff. Standard errors are clustered at HS4. HSS listings are mapped to HS6 by
prefix across changing HS vintages.
first varies the covariates for whether a product appeared on any annual list during 2001-2007,
then applies the full product specification to two additional margins of discretion. With HS2
fixed effects alone, a one-standard-deviation increase in pre-accession DCF exposure predicts
a 4.7-percentage-point increase in listing probability. Flexibly controlling for the 2000 tariff
leaves the estimate at 4.8 points. Importer controls reduce it to 2.7 points, and adding
producer controls leaves it at 2.7 points, about 31 percent of the 8.6 percent estimation-sample
mean. The attenuation when importer controls enter shows that overall import demand
explains part, but not all, of the HS2-adjusted association.

Under the full specification, the same increase in DCF exposure predicts 0.105 additional
listed years and a 0.188-percentage-point larger maximum discount from the regular MFN
rate. Incidence, duration, and depth capture three margins of the same policy process. The
preferred any-listing estimate remains precise with broader HS2 clustering (p < 0.001).

The primary MFN tariff-cut outcome captures the broader allocation of regular-rate

reductions. Negotiated commitments and pre-accession differences also shaped the regular

MFN schedule, so comparable products require adjustment for their starting protection.
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Column 1 of Table 4 includes the 2000 tariff linearly. A one-standard-deviation increase in
DCF exposure predicts a 0.648-percentage-point larger cut (p < 0.001). Column 2 replaces
the linear term with a flexible baseline specification and yields 0.570 points (p < 0.001).
Importer controls reduce the coefficient to 0.235 points. Adding producer characteristics
yields the preferred estimate of 0.271 points. Moving from the twenty-fifth percentile of
exposure—zero DCF imports—to the seventy-fifth percentile is a 1.878-standard-deviation
change and corresponds to a 0.508-point larger cut, about 7 percent of the sample’s 7.04-point
mean reduction. The literal DCF import share has a coefficient of 0.273. The preferred
coefficient therefore describes the central-firm component of demand conditional on total
imports. Appendix Figure A1l displays the full baseline- adjustment sequence. Appendix
Figures A4 and A5, together with Appendix Table A14, probe exposure support, weighting,

functional form, and outcome horizon.

Table 4: DCF Import Exposure and Baseline-Adjusted Tariff Reductions

Tarift Cut, 2000-2007

(1) (2) (3) (4)
DCF Import Exposure 0.648** 0.570*** 0.235* 0.271**
(0.126) (0.117) (0.129) (0.125)

2000 Tariff 0.662***

(0.038)
Importer Controls No No Yes Yes
Producer Controls No No No Yes
HS2 FE Yes Yes Yes Yes
Linear 2000 Tariff Yes No No No
Flexible 2000 Tariff No Yes Yes Yes
Num. obs. 4,214 4214 4,214 3,902

Positive coefficients indicate larger tariff cuts. The unit is an
HS6 product. DCF exposure is standardized log DCF import
value in 2000. Columns 2—4 use a four-degree-of-freedom natural
spline in the 2000 tariff. Importer controls are total import value,
the log number of HS6 importers, and OECD sourcing; producer
controls are output, employment, and the state share of revenue.
Standard errors, in parentheses, are clustered at HS4. ***p < 0.01,
**p < 0.05, *p < 0.10.

Rebuilding exposure from ordinary-trade intermediate inputs preserves the positive sign.
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Appendix Table A9 shows that the tariff-cut coefficient also survives controls for sourcing
from major negotiating partners. These specifications address processing-trade exemptions

and principal-supplier sourcing for the tariff-cut outcome.

6.3 Firm-Level Evidence

The firm-level analysis uses a balanced descriptive sample of 19,397 firms, including 199
DCFs. The binary fixed-effect regressions use 19,396 observations after the estimator removes
one singleton; the grouped ownership specifications use 19,395 observations.

Figure 4 provides a descriptive comparison from the broader customs roster. Applying
the 2007 MFN schedule to products imported under all customs regimes in 2000, DCFs face
a winsorized mean tariff of 5.24 percent, compared with 7.25 percent for non-DCFs. This raw

gap motivates the fixed-basket timing and conditional comparisons that follow.
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Figure 4: Firm-Level Input Tariffs by Direct-Control Status
Notes: The left panel compares the distributions of weighted input tariffs for DCFs and non-DCFs. Boxes

show the interquartile range, and horizontal lines mark medians. Tariffs below the first and above the
ninety-ninth percentile are winsorized. The right panel reports group means with 95 percent confidence

intervals. The figure uses all customs regimes. Import baskets are measured in 2000 and evaluated at

2007 MFN rates.
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To show how this difference changes across tariff schedules, I apply each firm’s fixed 2000
ordinary-trade basket to annual MFN rates from 1998 through 2011. Average input tariffs
fall from 12.60 to 5.80 percent for DCFs and from 14.89 to 7.32 percent for non-DCFs. The
raw gap is therefore present before accession and narrows from 2.29 to 1.52 percentage points
over the period. Because product weights remain fixed, these changes reflect tariff schedules
rather than changes in firms’ import composition. Appendix Figure A3 plots the full annual
series.

The conditional 2007 level difference also survives adjustment for ownership and importer
characteristics. Figure 5 plots an additive specification containing direct-control, SOE, and
FIE indicators. In the corresponding model with ownership controls, HS2 fixed effects, and
province fixed effects, DCFs face input tariffs 0.945 percentage points lower than other firms.
Replacing the separate fixed effects with HS2-by-province cells yields a 1.003-point difference.
A direct comparison within the state sector gives the same pattern: state-owned DCFs face
tariffs 0.797 points below local SOEs after province adjustment. Appendix Tables A10 and

A11 report these specifications.
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Figure 5: Conditional Differences in 2007 Input Tariffs by Firm Type

Notes: Points and 95 percent confidence intervals come from an additive firm-level regression of the
weighted 2007 input tariff on direct-control, SOE, and FIE indicators, importer controls, and two-digit
industry fixed effects. Standard errors are clustered by the six-digit category of the firm’s highest-value
import. Because direct control overlaps the ownership indicators, its coefficient is the conditional DCF
difference under a common-effect restriction, not a separate within-ownership interaction.
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Table 5 makes the baseline adjustment explicit. Firms with higher initial basket tariffs
mechanically have more scope for subsequent cuts, so controlling for the 2000 tariff separates
differences in starting protection from differences in the allocation of liberalization. Column
1 uses a linear adjustment for the 2000 basket tariff and estimates a DCF difference of 0.471
points. Column 2 uses the preferred flexible adjustment and yields 0.385 points, about 6
percent of the mean firm-level cut. Adjusting for observed selection into the balanced panel
raises the estimate to 0.841 points (p < 0.05), reinforcing the positive firm-level association.
Appendix Table A13 reports the selection-adjusted estimate.

The grouped model combines the 97 central SOEs and 101 centrally affiliated FIEs into one
direct-control category and uses ordinary FIEs as the reference group. Relative to ordinary
FIEs, private firms have a 0.099-point larger tariff reduction (p = 0.325), direct-control
firms have a 0.501-point larger reduction (p = 0.022), and local SOEs have a 0.493-point
larger reduction (p < 0.001). For the extensive-margin IDR outcome, private firms are 14.9
percentage points less likely to have at least one IDR product in the basket (p < 0.001),
direct-control firms are 6.0 percentage points more likely (p = 0.026), and local SOEs are 4.1
percentage points less likely (p < 0.001). Column 4 is estimated as a linear-probability model.

These grouped comparisons use 19,395 observations and firm-clustered standard errors.
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Table 5: Administrative Affiliation, Ownership, and Fixed-Basket Tariff Allocation

(1)

(2)

(3)

(4)

Outcome Tariff cut  Tariff cut Tariff cut  Any IDR product
Direct control 0.471** 0.385* 0.501** 0.060**
(0.226)  (0.220)  (0.218) (0.027)
2000 tariff 0.743***
(0.050)
Private 0.099 —0.149***
(0.100) (0.014)
Local SOE 0.493*** —0.041***
(0.060) (0.010)
Importer controls Yes Yes Yes Yes
Top-import HS2 FE Yes Yes Yes Yes
Province FE Yes Yes Yes Yes
Linear 2000 tariff Yes No No No
Flexible 2000 tariff No Yes Yes Yes
Firm specification Binary Binary Grouped Grouped
Num. obs. 19,396 19,396 19,395 19,395

Positive tariff-cut coefficients indicate larger 2000-2007 reductions. Column 4 is a linear-probability model
for whether the firm’s 2000 import basket contains at least one IDR product. Its coefficients are probability
differences. Columns 1-2 use the binary central-roster indicator. Columns 3—4 use grouped ownership
categories, restrict the direct-control group to central SOEs and centrally affiliated FIEs, and use ordinary
FIEs as the reference category. The reported private, direct-control, and local-SOE coefficients are therefore
relative to ordinary FIEs. Columns 1-3 use the percentage-point tariff-cut outcome. All outcomes use
ordinary-trade fixed baskets. Importer controls are 2000 import value, number of imported products, OECD
sourcing, and weighted product-market share. Flexible specifications use a four-degree-of-freedom natural
spline in the weighted 2000 tariff. Standard errors in columns 1-2 are clustered by the HS6 category of the
firm’s highest-value 2000 import. Columns 3—4 cluster by firm. ***p < 0.01, **p < 0.05, *p < 0.10.
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6.4 Additional Robustness

Appendix Table A7 summarizes the main alternative explanations and the evidence used
to evaluate them. Appendix Figure A1l shows that the product-level coefficient remains
positive as the specification moves from linear to flexible adjustment for the 2000 tariff
and then adds importer and producer controls. The estimate is also stable when the most
DCF-exposed products, products led by a DCF, products with a DCF among the three
largest importers, and the most state-producer-intensive sectors are excluded (Appendix
Table AS8). The leave-one-sector-out estimates are positive for every displayed HS2 exclusion
(Appendix Figure A2).

The result is not driven by processing trade or sourcing from China’s major negotiating
partners. Reconstructing exposure from ordinary-trade transactions preserves the positive
coefficient, as does restricting the sample to imported intermediate inputs. Adding the share
supplied by the United States, European Union, and Japan leaves those estimates essentially
unchanged (Appendix Table A9). Product-level controls for the geographic concentration of
import demand and the ownership composition of domestic producers also leave the preferred
estimate nearly unchanged (Appendix Table A12). At the firm level, the 2007 tariff difference
persists after ownership and export-status controls, province fixed effects, HS2-by-province
comparisons, and direct comparisons with local SOEs (Appendix Tables A10 and All).
Adjusting for observed sample selection raises the firm estimate from 0.385 to 0.841, while
leaving the product estimate close to its preferred value (Appendix Table A13).

Additional tests examine functional form and outcome definition. The nonlinear estimates
are largest among products with the greatest DCF demand (Appendix Figure A4), and all ten
estimates in the product specification curve are positive (Appendix Figure A5). The product
association persists through the 2003, 2005, and 2007 endpoints and under proportional and
logarithmic tariff changes (Appendix Table A14). Finally, DCF export exposure is close
to zero while the import-exposure coefficient remains positive when both enter together

(Appendix Table A15).
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7 Conclusion

China’s WTO accession sharply reduced average protection but left discretion over interim
duties and product-level applied cuts. Conditional on initial tariffs, import demand, sourcing,
producer characteristics, and product-family fixed effects, greater pre-accession imports by
centrally affiliated firms are associated with a higher probability of interim-duty treatment
and larger tariff cuts. The firm-level evidence reinforces this pattern: DCF import baskets
are more likely to contain interim-duty products. Records and interviews provide supporting
evidence for the underlying mechanism, showing how central principals validated technical
requests and routed them into national review.

China is a particularly revealing setting because WTO commitments constrained average
protection without eliminating product-level discretion. Tariff decisions remained centralized,
and firms seeking tariff relief had to move technical petitions through a congested review
process. In this setting, administrative ties shaped whose requests reached national decision
makers: public principals responsible for affiliated firms’ performance could sponsor claims for
the differentiated imported inputs those firms needed. The argument therefore travels most
readily to other GVC-intensive state-capitalist systems in which trade commitments leave
room for product-level adjustment and public principals can help firms navigate centralized
tariff institutions. Vietnam is one plausible comparison because its WTO accession produced
a major trade reform in an economy with a prominent state-owned sector (Baccini, Impullitti,
et al., 2019). It offers less leverage in commodity-exporting economies where trade politics
revolves around a small number of primary sectors or broad export rents. More generally, the
mechanism weakens when one of its two essential links breaks. When binding commitments
eliminate discretion, there is little policy space to influence. When petition procedures
equalize access or authority is dispersed, administrative sponsorship provides less advantage.

One distributive implication follows. A tariff cut advanced through privileged access
applies to every importer of the product, while domestic producers face stronger competition

and firms using untreated inputs receive less tariff relief. Administrative access can therefore
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shape winners and losers even though the statutory tariff is not firm-specific. A comparative
perspective suggests that similar firm preferences can be translated into policy through
different organizational routes. In hierarchical systems, firms can convert administrative
position into access through public principals. In systems with open petitioning and competi-
tive representation, the same demands are more likely to be aggregated through industry
associations, coalitions, or direct lobbying. The relevant contrast is therefore not simply
between state and private ownership but between institutions that organize firms’ access to

trade policymakers in different ways.
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A Illustration of China’s Tariff Schedule

Table A1 reproduces sample entries from China’s 2020 national tariff schedule. It shows the HS8 granularity and the schedule’s main rate

columns. The 2020 schedule postdates the empirical period. The analysis uses tariff schedules through 2007.

Table A1l: Sample Tariff Lines from China’s 2020 Tariff Schedule

MFN 2020 IDR Preferential General
Product HS8 (%) (%) Conventional duty by partner (%) duty (%) (%)
Cashew nuts, shelled 08013200 10 7 0: ASEAN, Chile, New Zealand, Peru, Switzerland, Iceland, Australia, Hong Kong, Macau, and 0: Cambodia, Myan- 70
Georgia; 3.3: Costa Rica; 4: South Korea; 4.5: Pakistan mar, and other desig-
nated LDCs
Chinese chestnuts, 08024210 25 — 0: ASEAN, Chile, New Zealand, Peru, Iceland, Australia, Hong Kong, Macau, and Georgia; 7.5: 0: designated LDCs 70
shelled Switzerland; 8.3: Costa Rica; 17.5: South Korea
Winding wire of 85441100 10 6 0: ASEAN, Singapore, Chile, New Zealand, Peru, Costa Rica, Iceland, Australia, Hong Kong, 0: designated LDCs 70
copper Macau, and Georgia; 6: Switzerland; 14: South Korea; 20: Pakistan
Co-axial cable and 85442000 10 — 0: ASEAN, Singapore, Pakistan, Chile, New Zealand, Peru, Costa Rica, Iceland, Australia, Hong 0: designated LDCs 20
conductors Kong, Macau, Taiwan, and Georgia; 5.3: Switzerland; 4: South Korea; 6.5: Asia—Pacific
Diesel engines for 84082090 25 20 0: Chile, New Zealand, Costa Rica, Iceland, Australia, Hong Kong, Macau, Taiwan, and Georgia; 5: 0: designated LDCs 35
cars (> 50 kW) ASEAN; 17.5: Asia—Pacific, Pakistan, and South Korea
Saloon cars (>4 L) 87035071 15 — 0: ASEAN, Singapore, Chile, New Zealand, Costa Rica, Iceland, Australia, Hong Kong, Macau, and 0: designated LDCs 270

Georgia; 13.5: Asia—Pacific; 22.5: Pakistan

Notes: Rates are percentages. A dash indicates that the product has no interim duty rate, so the regular MEFN rate applies unless a lower partner-specific rate is

available. Conventional and preferential cells list the rate followed by the eligible partners. The table omits anti-dumping and countervailing duties and country-specific

measures introduced during the U.S.—China trade conflict.

Source: China’s 2020 national tariff schedule, compiled by the author.



B Data Construction and Direct-Control Measurement

This appendix documents the samples and measures used in the empirical analysis and then
reports construct-validity checks. The order follows the data and measurement section of the

main text.

B.1 Sample construction and linkage

Table A2 distinguishes the source universes from the one-to-one customs-ASMF linkage. The
ASMF and customs rows draw parallel samples from separate source populations. Table A3
then shows the additional coverage requirements for the ordinary-trade fixed-basket panel

used in the firm-level tariff-cut analysis.

Table A2: Sample Construction and Direct-Control Firm Counts

Sample or linkage stage All firms DCFs
ASMF 2000: all manufacturing firms 144,949

ASMF 2000: direct-control firms (administrative-subordination code, SUB- 3,404
ORD = 10)

Customs 2000: cleaned importers with positive imports 39,164 283
One-to-one customs—ASMF entity matches with consistent DCF flags 7,123 214
Constant accounting-regression sample 7,121 214

The ASMF and customs rows are parallel source samples, not sequential attrition from a common universe.
The customs sample applies the name cleaning, trading-company exclusion, tariff-rate-quota exclusion,
and parent-name consolidation described in the text. The linkage retains only customs names and ASMF
identifiers that each appear once, requires the customs and ASMF direct-control flags to agree, and then
holds the complete-control sample constant across columns.
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Table A3: Coverage of the Ordinary-Trade Fixed-Basket Panel

Group Baseline firms Exact-name firms Balanced-panel firms Firm retention (%) Import-value coverage (%)
All firms 39,164 19,559 19,397 49.5 68.7
DCF 283 202 199 70.3 58.0
Non-DCF 38,881 19,357 19,198 49.4 69.1

Exact-name firms match the cleaned ordinary-trade transaction file to the processed firm roster. Balanced-panel firms also import
at least one HS6 product with tariffs observed in every year from 1998 through 2011. Import-value coverage is calculated within the
exact-name-matched ordinary-trade basket.



B.2 Administrative-affiliation source and coding rules

The primary roster matches cleaned customs names to firms recorded in the 2000 ASMF
whose administrative affiliation is with the central government. Customs legal status is then
used to separate centrally affiliated state-owned and foreign-invested firms. The resulting

measure captures administrative position separately from state ownership.

Table A4: Operational Coding Protocol for Direct Control

Issue Operational rule

Administrative affilia- Code a firm as centrally affiliated when its administrative affiliation is

tion with the central government.

Central SOE Require central affiliation and customs-classified state ownership.
Central FIE Require central affiliation and a customs foreign-invested category.
Local SOE Require customs-classified state ownership without central affiliation.

The administrative principal is provincial or lower level.
Parent and name vari- Standardize firm names and consolidate documented parent-name vari-

ants ants before attaching tariff outcomes.

One-to-one linkage Retain unique customs names and ASMF identifiers with consistent
direct-control flags for accounting-based validation.

Narrow definitions Re-estimate results separately for state-owned and non-state-owned

roster firms. Exclude all other roster firms from these tests.

B.3 Imported-input scope and construct validation

Table A5 shows where DCF demand appears in the ordinary-trade customs data. DCFs
account for 3.6 percent of matched import value and appear on 23.9 percent of HS8 lines,

but lead only 1.8 percent of lines.

Table A5: Direct-Control Firms in Ordinary-Trade Imports, 2000

Statistic DCF value/count Relevant total Share (%)
DCF share of total import value 3.6
HS8 lines with any DCF imports 1,410 5,900 23.9
HSS8 lines led by a DCF 109 5,900 1.8
HS8 lines with a DCF among the top three 277 5,900 4.7
Exact-name-match import-value coverage 94.3

Every statistic uses ordinary-trade transactions (customs trade mode 10) that match exactly to the
final firm-name file. The final row reports exact-name-match coverage of ordinary-trade import value.
The source file already applies the trading-company and tariff-rate-quota exclusions used in its archived
construction.



Table A6 reports firm-level intermediate-input demand by administrative and ownership
category. Intermediate inputs constitute a majority of ordinary-import value in every category.
Firms across the categories therefore rely heavily on imported inputs, and intermediate goods
generally dominate the ordinary imports of Chinese manufacturing firms in the linked sample.
After adjusting for log sales, production-industry fixed effects, and province fixed effects,
neither the central-SOE/local-SOE nor the central-FIE/ordinary-FIE contrast is statistically
different from zero for the intermediate share or for intermediate imports relative to sales.
Reliance on imported inputs is therefore broadly shared rather than unique to centrally
affiliated firms. The policy tests use observed product demand and reserve direct control for
administrative affiliation.

Products are classified with the United Nations Statistics Division’s HS1996-to-BEC
concordance. BEC codes 321, 51, and 7 remain unassigned because their end use is ambiguous.
I calculate each firm’s intermediate share among positive ordinary imports and then take the

unweighted mean across firms.
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Table A6: Imported-Intermediate Demand by Administrative and Ownership Category

Panel A. Descriptive statistics

Category N Share N Any (%) II/imports (%) 1II/S (%) HS6 lines
Central SOE 123 84 65.0 64.3 2.42 5.4
Local SOE 607 2998 88.3 69.0 3.25 5.7
Central FIE 91 88 92.3 77.8 10.74 194
Ordinary FIE 9,899 9,896 94.0 79.8 7.04 10.9
Private 403 402 80.9 65.0 2.17 2.1

Panel B. Adjusted within-ownership contrasts

Contrast IT/imports (pp) II/S (pp) Log HS6 scope
Central SOE — local SOE —3.150 —1.693 —0.447**

(4.926) (1.145) (0.130)
Central FIE — ordinary FIE —3.545 1.345 —0.056

(3.587) (1.687) (0.120)
Observations 7,065 7,121 7,121
Log sales Yes Yes Yes
Production-industry FE Yes Yes Yes
Province FE Yes Yes Yes

Notes: The sample is the one-to-one customs—ASMF linkage. Intermediate-input imports (II) denote 2000
ordinary-trade imports classified as intermediate inputs using the UN HS1996-to-BEC concordance; S denotes
2000 ASMF sales. For each firm with positive ordinary imports, IT/imports divides its intermediate-import
value by its total ordinary-import value; Panel A then takes the unweighted mean of those firm-level shares.
Share N reports the number of valid firm denominators. The other outcomes retain the full linked sample.
Panel B reports linear-model contrasts from a common specification with log sales, production-industry fixed
effects, and province fixed effects. Its outcomes are the firm-level intermediate-import share in percentage
points, the intermediate-import-to-sales ratio in percentage points winsorized at the first and ninety-ninth
percentiles, and log(1 4 imported intermediate HS6 lines). Standard errors, in parentheses, are clustered by
the firm’s top-import HS6 category. ***p < 0.01, **p < 0.05, *p < 0.10.
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C Robustness and Alternative Explanations

The remaining diagnostics assess threats to the paper’s descriptive allocation claim: influence,

trade regime, ownership, geography, functional form, selection, and correlated firm portfolios.

These exercises gauge the stability and scope of the reported associations. Causal identification

lies outside their scope.

C.1 Summary of rival explanations

Table A7: Rival Explanations, Diagnostic Checks, and Evidentiary Limits

Rival explanation

Diagnostic check

Calibrated inference

DCFs are simply
larger
DCFs are merely
SOEs

Favored sectors drive
the result

Favored provinces
drive the result

WTO bargaining de-
termines tariffs

Processing trade
drives exposure

Ceiling effects gener-
ate larger cuts

Size controls and exclusions
of the largest firms or most
DCF-exposed products

Ownership controls and direct
comparisons with local SOEs

Product-family fixed effects,
sector exclusions, and leave-
one-HS2-out estimates
Province fixed effects and
within-province firm compar-
isons

Baseline-tariff, sourcing, and
principal-supplier controls

Ordinary-trade firm analysis
and a mode-10 product check

Flexible controls for the 2000
tariff and models of levels and
changes

The product coefficient retains its sign, although other
differences associated with firm importance remain
unresolved.

The conditional 2007 firm-level tariff difference per-
sists after broad ownership controls and within direct
comparisons with local SOEs.

The product coefficient remains positive across exclu-
sions. The firm estimate is sensitive to major machin-
ery sectors.

Province controls absorb common regional differences.
unobserved firm-level advantages within provinces
remain possible.

The ordinary-trade 2007 association remains negative,
but the available data lack a direct tariff-line measure
of policy space relative to negotiated bindings.

The ordinary-trade association persists. The main
product change file nevertheless combines customs
regimes.

The product coefficient remains after flexible baseline
adjustment, but its magnitude changes materially
when starting protection enters.

C.2 Specification sequence for tariff reductions

Figure A1 summarizes the tariff-cut specifications reported in the main text. The firm panel

compares linear and flexible adjustments for the 2000 basket tariff. The product panel moves

from a linear to a flexible baseline adjustment, then adds importer and producer controls.

Every plotted estimate therefore conditions on starting protection.
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Tariff Reductions Across Main Specifications
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Figure A1l: Baseline-Adjusted Tariff Reductions in the Main Specifications

Notes: Points are coefficients and bars are 95 percent confidence intervals. Firm outcomes are fixed-
2000-basket tariff reductions, and product outcomes are HS6 tariff reductions. Positive estimates denote
deeper liberalization. The firm estimates use the binary DCF indicator, importer controls, top-import
HS2 fixed effects, and province fixed effects. They differ only in whether the 2000 basket tariff enters
linearly or through a four-degree-of-freedom natural spline. The product estimates include HS2 fixed
effects and add importer and producer controls as indicated. Firm standard errors are clustered by
top-import HS6, and product standard errors are clustered at HS4.
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C.3 Product-level influence and sector concentration

Table A8 asks whether the product-level estimates are generated by a small number of
products. Trimming the upper 1, 5, or 10 percent of DCF exposure produces coefficients
between 0.267 and 0.293. The estimate also remains similar when tariff lines led by a DCF,
tariff lines with a DCF among the three largest importers, or the most state-producer-intensive
HS2 sectors are excluded.

Table A8: Product-Level Importer-Dominance and Sector-Concentration Checks

Specification Estimate Standard error 95% CI  Observations
Preferred sample 0.271** (0.125)  [0.026, 0.515] 3,902
Trim top 1% of DCF exposure 0.267** (0.126)  [0.021, 0.513] 3,866
Trim top 5% of DCF exposure 0.293** (0.131)  [0.036, 0.549] 3,705
Trim top 10% of DCF exposure 0.281** (0.142)  [0.002, 0.559] 3,493
Exclude lines led by a DCF 0.276** (0.127)  [0.027, 0.526] 3,840
Exclude lines with a DCF among top ~ 0.287** (0.130)  [0.031, 0.542] 3,726
three

Exclude top-decile state-producer HS2 0.235* (0.121) [-0.002, 0.472] 3,824
sectors

Notes: Estimates report the coefficient on standardized log DCF imports from the preferred HS6 tariff-cut
model. DCF rank is measured in ordinary-trade imports. Politically salient sectors are defined before
estimation as the top decile of HS2 categories by the output-weighted 1998 state-producer revenue share.
Standard errors are clustered at HS4.

**p < 0.01, **p < 0.05, *p < 0.10.

Figure A2 reports the more granular leave-one-HS2-out exercise. Every displayed coefficient
is positive, and most remain close to the full-sample estimate. The product estimates range
from 0.179 to 0.297. Excluding HS85 (electrical machinery) produces the lowest displayed

estimate, and no displayed omission reverses the sign.
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Figure A2: Leave-One-HS2-Out Estimates

Notes: Each horizontal marker re-estimates the preferred product-level specification after excluding the
indicated HS2 category. For legibility, the figure omits the estimate for HS51. The archived data retain
the complete set of estimates. Observed HS2 exclusions are equally spaced. The horizontal reference line
is the full-sample coefficient. Standard errors are clustered at HS4.

C.4 Trade regime, intermediate inputs, and principal suppliers

The product-level result also appears in ordinary trade. As shown in Table A9, rebuilding
exposure from ordinary-trade transactions yields a coefficient of 0.195, compared with 0.271
in the all-regime sample. Adding the share imported from the United States, European
Union, or Japan leaves the coefficient unchanged. Among ordinary-trade intermediate inputs,
the estimate is 0.248, again unchanged by the principal-supplier control. The results support
an imported-input channel and weigh against mechanical explanations based on processing

trade or sourcing from major negotiating partners.
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Table A9: Ordinary-Trade and Intermediate-Input Tariff Reductions

Specification Estimate Standard error 95% CI  Observations
All-regime HS6 sample 0.271** (0.125)  [0.026, 0.515] 3,902
Ordinary trade only 0.195* (0.109)  [-0.018, 0.408] 3,753
Ordinary trade + principal-supplier 0.196* (0.109) [-0.018, 0.410] 3,753
share

Ordinary-trade intermediate inputs 0.248** (0.099)  [0.053, 0.442] 2,374
Intermediate inputs -+ principal-  0.248** (0.100)  [0.052, 0.443] 2,374

supplier share

Notes: The dependent variable is the 2000-2007 HS6 tariff reduction. The first row uses the all-regime
product file. The remaining rows reconstruct 2000 DCF exposure from trade-mode code 10 and exclude pure
trading companies. Intermediate inputs follow the UN HS1996-to-BEC concordance. The principal-supplier
measure is the import-value share sourced from the United States, European Union, or Japan. Every model
includes the flexible 2000-tariff control, importer and producer controls, and HS2 fixed effects. Standard
errors are clustered at HS4.

**p < 0.01, **p < 0.05, *p < 0.10.
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C.5 Administrative affiliation versus ownership

The firm-level 2007 tariff difference is robust to conditioning on broad ownership, export status, province, and narrow HS2-by-province cells.
Table A10 reports the full-sample estimates. Table A1l restricts the comparison to local SOEs and DCFs and then to state-owned DCFs and
local SOEs. The conditional DCF difference persists after broad ownership controls and in direct comparisons with local SOEs.

Table A10: Firm-Level Robustness: Ownership and Export Status

Weighted Average Input Tariff, 2007
(1) (2) (3) (4) (5)

Direct Control —1.056***  —0.945***  —1.081***  —0.957***  —1.003***
(0.208) (0.208) (0.206) (0.207) (0.206)
SOE —0.384*** —0.389***  —0.432***
(0.116) (0.115) (0.110)
FIE —0.045 0.001 —0.064
(0.112) (0.111) (0.100)
Exporter 0.417*** 0.439*** 0.414%***
(0.080) (0.081) (0.076)
Import Value —1.811* —1.792* —1.821** —1.797* —2.192**
(0.939) (0.949) (0.921) (0.930) (1.073)
Number of Imported Products =~ —0.002** —0.002* —0.003***  —0.002*** —0.002**
(0.001) (0.001) (0.001) (0.001) (0.001)
OECD Import Share (%) 0.015 0.030 0.025 0.043 —0.022
(0.110) (0.111) (0.110) (0.110) (0.101)
Market Share 0.108 0.125 0.092 0.107 0.204
(0.397) (0.396) (0.396) (0.395) (0.394)
Ownership Controls No Yes No Yes Yes
Exporter Control No No Yes Yes Yes
HS2 FE Yes Yes Yes Yes No
Province FE Yes Yes Yes Yes No
HS2 x Province FE No No No No Yes
Num. obs. 39163 39163 39163 39163 38759
Num. groups: Ind_2d 96 96 96 96
Num. groups: province_ zip 31 31 31 31
Num. groups: hs2_ province 1139

**p < 0.01; **p < 0.05; *p < 0.1. All models control for import value, number of
imported products, OECD sourcing, and product-market share. Ownership controls
are customs legal-status indicators for SOEs and FIEs, with private enterprises omitted.
Standard errors are clustered by the six-digit category of the firm’s highest-value
imported product.
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Table A11: Direct-Control Firms Compared Directly with Local SOEs

All DCFs vs. Local SOEs State-Owned DCFs vs. Local SOEs
(1) (2) (3) (4) (5) (6)
Direct Control —0.993***  —0.938*** —0.879** —0.879*** —0.797"*  —0.744**
(0.232) (0.237) (0.270) (0.274) (0.276) (0.310)
Import Value —0.900***  —0.838***  —0.968"* —0.807*** —0.737"**  —0.830**
(0.294) (0.288) (0.464) (0.235) (0.228) (0.377)
Number of Imported Products —0.000 —0.000 0.000 —0.000 —0.000 0.000
(0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
OECD Import Share (%) 0.420 0.334 0.071 0.441 0.354 0.159
(0.268) (0.269) (0.327) (0.271) (0.270) (0.324)
Market Share —0.027 0.068 0.847 —0.248 —-0.127 0.592
(0.815) (0.808) (0.959) (0.851) (0.844) (1.012)
HS2 FE Yes Yes No Yes Yes No
Province FE No Yes No No Yes No
HS2 x Province FE No No Yes No No Yes
Num. obs. 3679 3679 3333 3545 3545 3201
Num. groups: Ind_ 2d 82 82 82 82
Num. groups: province zip 31 31
Num. groups: hs2_ province 474 464

**p < 0.01; **p < 0.05; *p < 0.1. Columns 1-3 compare every DCF with local SOEs; columns 4—6 retain only
customs-classified SOEs and compare state-owned DCFs with local SOEs. Province fixed effects use the firm’s province;
HS2-by-province fixed effects combine province with the six-digit category of the firm’s highest-value import aggregated
to HS2. Standard errors are clustered by the six-digit category of the firm’s highest-value imported product.



C.6 Importer geography and output-side producer interests

The preferred product coefficient is essentially unchanged when the geographic concentration
of import demand and the ownership composition of domestic producers are added. Table A12
reports estimates of 0.273 with importer-geography controls, 0.266 with producer-ownership
controls, and 0.270 with both sets, compared with 0.271 in the preferred specification. The

product-level association is unchanged by these observables.

Table A12: Geography, Producer Ownership, and Tariff Reductions

Specification Estimate Standard error 95% CI  Observations
Preferred product specification 0.271* (0.125)  [0.026, 0.515] 3,902
Add importer geography 0.273** (0.126) [0.026, 0.521] 3,893
Add producer-ownership composition 0.266** (0.126) [0.020, 0.513] 3,902
Add geography and producer ownership 0.270** (0.127) [0.021, 0.520] 3,893

Notes: The dependent variable is the 2000-2007 HS6 tariff reduction. Geography controls are the province
Herfindahl-Hirschman Index (HHI), top-province share, coastal and western import shares, and province-
mapping coverage. Producer composition enters through log counts of central, state, foreign, and private
producers measured in the pre-accession manufacturing data. Every specification retains the preferred
importer and producer controls, flexible 2000-tariff adjustment, and HS2 fixed effects. Standard errors are
clustered at HS4.

**p < 0.01, **p < 0.05, *p < 0.10.

C.7 Sample selection

Table A13 addresses selection into the balanced firm and product samples using stabilized
inverse-probability weights constructed from observed pre-accession characteristics. The
weighted product coefficient is 0.299, close to the unweighted 0.270. The weighted firm
coefficient rises from 0.385 to 0.841. The product result is therefore stable to this observed-
selection correction, whereas the firm magnitude is sensitive to the reweighting. Selection on

unobservables remains, so the weighted firm estimate serves as a sensitivity diagnostic.



Table A13: Balanced-Panel Selection and Inverse-Probability Weighting

Specification Estimate Standard error 95% CI  Observations
Panel A. Firm fized baskets

Unweighted retained firm sample 0.385* (0.220) [-0.045, 0.816] 19,396
Inverse-probability weighted 0.841** (0.345)  [0.166, 1.516] 19,396
Panel B. Product tariff lines

Unweighted retained product sample 0.270** (0.125)  [0.026, 0.515] 3,902
Inverse-probability weighted 0.299** (0.127)  [0.050, 0.548] 3,902

Notes: Retention models use pre-accession customs observables and fixed effects to predict inclusion in the
balanced fixed-basket or preferred product sample. Stabilized inverse-probability weights are capped at the
ninety-ninth percentile. The outcome regressions otherwise reproduce the preferred specifications. These
estimates address selection on observed variables; they do not correct selection on unobserved product or
firm attributes. Firm standard errors are clustered by top-import HS6 and product standard errors at HS4.
**p < 0.01, **p < 0.05, *p < 0.10.

C.8 Fixed-basket tariff paths

Figure A3 applies each firm’s fixed 2000 ordinary-trade import basket to every annual MFN
schedule from 1998 through 2011. Average input tariffs decline sharply for both groups. The
DCF mean falls from 12.60 to 5.80 percent, while the non-DCF mean falls from 14.89 to 7.32
percent. DCF baskets face lower tariffs throughout the period, but the raw gap predates WTO
accession and narrows from 2.29 to 1.52 percentage points. The figure therefore documents a

persistent difference in tariff levels rather than a gap that first appears after accession.
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Figure A3: Input Tariffs by Direct-Control Status, Holding 2000 Baskets Fixed
Notes: Annual MFN tariffs are applied to fixed 2000 ordinary-trade HS6 baskets. Product weights are

renormalized over lines observed in every year from 1998 through 2011. Lines report group means for

19,397 firms, including 199 DCFs. Shaded bands are 95 percent confidence intervals.

C.9 Exposure nonlinearity and specification stability

Figure A4 replaces the linear product exposure with indicators for quartiles of positive DCF
exposure, leaving zero exposure as the reference group. The first two quartiles have small and
imprecise coefficients, while the estimates rise to 0.491 in the third quartile and 1.010 in the
fourth. This pattern suggests that the average association is concentrated among products
with substantial DCF demand. Evidence for a dose-response relationship remains weak: a

linear regression restricted to positive-exposure products yields 0.365.
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Figure A4: Nonlinear Product Exposure

Notes: Coefficients and 95% confidence intervals are relative to HS6 products with zero DCF imports.
Q1-Q4 are quartiles of positive DCF import exposure. The model otherwise reproduces the preferred
product specification, with standard errors clustered at HS4.

Figure A5 summarizes ten disclosed variants of the product model. Coefficients are
positive in every case. They range from 0.265 using a five-degree-of-freedom baseline-tarift
spline to 0.583 when weighted by 2000 import value. Trimming, alternative spline degrees,
and importer-count weighting remain comparatively close to the preferred 0.271 estimate.
The positive-exposure-only and import-value-weighted models are much less precise, showing

that the magnitude depends on the support and weighting scheme.
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Figure A5: Specification Curve for the Product-Level Tariff Cut

Notes: Points are coefficients on DCF import exposure with 95% confidence intervals. Rows vary the
baseline-tariff control, exposure support, or product weighting while retaining the remaining preferred
controls and HS2 fixed effects. Standard errors are clustered at HS4.
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C.10 Alternative horizons and outcome definitions

Table A14 shows that the product-level association appears at multiple endpoints. Estimates
are 0.218 through 2003, 0.274 through 2005, and 0.271 through 2007. The proportional and
log specifications yield coefficients of 2.620 and 3.732. The product result persists across

endpoints and outcome scales.

Table A14: Product-Level Tariff Reductions Across Horizons and Outcome Definitions

Specification Estimate Standard error 95% CI  Observations
Panel A. Alternative horizons

Tariff cut, 2000-2003 0.218** (0.101) [0.021, 0.415] 4,376
Tariff cut, 2000-2005 0.274*** (0.096) [0.085, 0.462] 4,376
Tariff cut, 2000-2007 0.271** (0.125) [0.026, 0.515] 3,902
Panel B. Alternative outcomes

Proportional tariff reduction (percent)  2.620*** (1.006) [0.647, 4.592] 3,873
Log tariff reduction x100 3.732%** (1.191) [1.398, 6.067] 3,902

Notes: Estimates use the HS1996 product panel. Panel A retains percentage-point reductions and varies
the endpoint. Panel B fixes the endpoint at 2007 and replaces the outcome with the proportional cut or the
change in log(1 + tariff). All specifications retain the preferred importer and producer controls and HS2 fixed
effects. Standard errors are clustered at HS4.

**p < 0.01, **p < 0.05, *p < 0.10.

C.11 Export exposure as a negative-control exposure

If DCF exposure merely captured general participation in trade, DCF exports should predict
the outcomes in the same direction as DCF imported-input demand. Table A15 instead
reports coefficients near zero. DCF export exposure has a coefficient of —0.029 for the tariff
cut and 0.003 for any interim-duty listing. When import and export exposure enter jointly,
the import coefficients remain 0.276 and 0.027, while the export coefficients remain close to
zero. This negative-control result is more consistent with an imported-input channel than
with generic trade intensity, while still leaving open other differences between the products

DCFs import and export.
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Table A15: DCF Import Exposure and the Export-Exposure Placebo

Specification Estimate Standard error 95% CI  Observations
Panel A. Tariff cut, 2000-2007

DCF import exposure; entered alone 0.271* (0.125)  [0.026, 0.515] 3,902
DCF export exposure; entered alone —0.029 (0.079) [-0.185, 0.126] 3,902
DCF import exposure; joint model 0.276** (0.127)  [0.027, 0.526] 3,902
DCF export exposure; joint model —0.051 (0.082) [-0.211, 0.109] 3,902
Panel B. Any interim-duty listing

DCF import exposure; entered alone  0.027*** (0.007)  [0.013, 0.041] 4,431
DCF export exposure; entered alone 0.003 (0.005) [-0.006, 0.013] 4,431
DCF import exposure; joint model 0.027** (0.007)  [0.013, 0.041] 4,431
DCF export exposure; joint model 0.001 (0.005) [-0.008, 0.011] 4,431

Notes: DCF import exposure measures demand for a product as an imported input. DCF export exposure
measures the value of DCF exports in the same HS6 category and serves as a negative-control exposure
for the imported-input channel. All exposures are standardized logs. Every model includes the preferred
importer and producer controls, flexible 2000-tariff adjustment, and HS2 fixed effects. Standard errors are
clustered at HS4.

**p < 0.01, **p < 0.05, *p < 0.10.
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