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The Impact of the Competition Policy in Regional Trade Agreements
and Third-party Signaling Effects on Foreign Investment Inflows
YANG Jijun Al Weiwei

Abstract: Based on text analysis, this paper measures the level of competition provi-
sions in 169 countries (regions) from 2004 to 2019, and empirically examines the impact
of third-party signaling effects of the competition policy in regional trade agreements
(RTA) on foreign direct investment. The results show that the investment promoting effect
of the competition policy in RTA spreads to non-parties through third-party signaling
effects, and the deeper the provisions of the agreement, the stronger the signal of protec-
ting fair competition from the host country will be. Contrary to the purpose provisions, the
substantive and procedural provisions are more effective in promoting the introduction of
foreign investment. The European mode, which presents a hard coordinating mechanism,
has a significant promoting effect on the introduction of foreign investment, while the North
American mode, which has a soft constraint mechanism, has not. The competition policy
in RTA exhibits signal compensation and repair effects on the domestic competition regime
of the host country, which means that the investment promoting effect of the competition
policy in RTA is more evident in countries (regions) with imperfect competition regime
and high political risk. According to the conclusions, China should follow high-standard
international competition rules, strengthen regional cooperation in competition enforcement
actively participate in the construction of competition issues in RTA, and improve the
framework of the domestic competition policy.

Keywords: Competition Policy in Regional Trade Agreements; Third-party Signaling
Effects; Competitive Neutrality; Foreign Direct Investment
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