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Abstract

Abstract

Past few decades has witnessed China’s foreign trade strategy change. From
export-oriented to equal-stress-on-both-import-and-export strategy, the impacts of
imports toward economic growth have been re-evaluated. Imported intermediates, in
particular, havereceived special attention astheyserveas animportant channel of
international techonology transmission. Through intermediates import, less developed
countries can absorb the knowledge embedded in the imports, boost their productivity
and realize product quality upgrading. As a crucial part of new industrial system
construction in 13th Five Year Plan, the high-end development of equipment
manufacturing industry is the key to the transformation from China speed to China
quality. Against this background, a careful study of imported intermediates’ role in
firm product quality upgrading is of great significance. The arrangement of this thesis
goes as follows. First of all, a thorough review of literature with regards to imported
intermediates and quality estimation methods is presented. On top of that, two
theoretical mechanisms through which imported intermediates may affect a firm’s
product quality are identified. Then a brief status analysis of intermediates import in
China equipment manufacturing industry is given in Chapter 2. It follows a detailed
derivation of a theoretical model containing both productivity and quality
heterogeneity and 3 testable propositions in Chapter 3. With matched micro-data in
hand, this paper then conductsempirical studies to test the validility of the 3
propositions and of course relevant robustness checks are provided. The results show
that: (1) whole sample regression has confirmed the validility of proposition 1 and
proposition 2, which says intermediates import can improve firms’ product quality
and the higher the intermediates’ quality is, the more the firm will benefit from
intermediates import. But regression with firm data in western region does not back
up this conclusion; (2) whole sample regression result also saysfirm’s quality
improvement from intermediates import mainly due to the higher quality of imported

intermediate itself rather than learning-by-importing effect. This, however, is not the
1



Abstract

case regarding firms in middle area of China. For firms in middle China,
learning-by-doing effect is the leading cause of their quality upgrading during
intermediates import process; (3) among all 3 kinds of ownership types,
learning-caused quality benefits from imported intermediates is the largest in joint
ventures, then foreign-owned and local firms come bottom. Based on these empirical
findings, corresponding suggestions are given in the last chapter for a more effective

use of imported intermediates to facilitate quality upgrading.

Key words: Intermediates Import; Equipment Manufacturing Industry; Product

Quality.
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