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International Production Division, Intermediate Inputs
Import and the Quality of a Firm’s Exports

Wang Jianxin',Jia Yuanyuan', Huang Peng®

(1.School of International Economics and Trade,Shanghai University of International
Business and Economics ,Shanghai 201620 ,China ;
2.Shanghai WTO Affairs Consultation Center , Shanghai 201620 ,China)

Abstract: In the context of globalization with highly fragmented production chains,
can the deepening of Chinese blending into international production division help to im-
prove the quality of a firm’s exports fundamentally? It shows that there is an inverted U-
shape relationship between the proportion of international production division and the im-
provement of the quality of a firm’s exports, namely there exists a “turning point” be-
tween simple import of high-quality intermediate inputs or pure technology introduction
and the enhancement of the quality of exports by Chinese enterprises.In industries with
great differences in product quality,the positive effect of more foreign intermediate inputs
on the improvement of the quality of a firm’s exports is stronger than the one in industries
with small differences in product quality.In the processing trade, higher proportion of inter-
national production division leads to higher quality of a firm’s exports owing to more inter-
mediate inputs from OECD countries.In order to upgrade China’s foreign trade,it is neces-
sary for governments to encourage enterprises to import foreign high-quality intermediate
inputs, promote autonomous innovation on domestic intermediate inputs like components
and parts,increase investment in R&D and technology.and upgrade entire suppliers sys-
tem and downstream manufacturers system,so as to improve the quality of domestic inter-
mediate inputs.

Key words: international production division;intermediate input;the quality of a firm’s
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