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Export Product Quality Upgrading in China:
An Analysis on the Price Distortion
of Imported Intermediate Goods

Wu Yanfang1 and Wang Mingyi2

(1. School of International Exchange, Shandong Institute of Management, Jinan 250357,

China; 2. School of International Economics and Trade, Shandong University of Finance &
Economics, Jinan 250014, China)

Abstract: This paper discusses the influence of the price distortion of imported intermediate

goods on export product quality upgrading in China. The theoretical conclusion is that: the in-

termediate goods which exists price forward distortion can promote export product quality,

while the one which has negative distortion would hinder product quality upgrading. Based on the

theoretical hypothesis, we perform an empirical investigation by using the merged micro-

datasets. The empirical tests show that: the theoretical hypothesis is approved obviously; the

contribution of the price distortion of the intermediate goods coming from Europe and U.S. is

obviously bigger than that of the intermediate goods coming from any other areas. We also find

that the effect of the price distortion of intermediate goods on export product quality can be af-

fected by the difference of factor density of final goods.

Keywords: Intermediate Goods; Negative Distortion; Forward Distortion; Export Product

Quality Upgrading
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