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Import Tariff of Export Destination, RMB Exchange

Rate and “Stable Export” of Chinese Firms
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Abstract:In recent years, the growth of the world economy has slowed down, coupled with weak external demand,
increasing uncertainty in the economic policies of various countries, and the continued spread of trade protectionism,
making the exports of Chinese firms face increasingly severe challenges. So government introduced a series of specific
measures, such as increasing export tax rebate rates, improving trade facilitation, and expanding the scale of export credit
insurance financing, so as to stabilize trade entities and stimulate market entities’ export vitality. At the same time, while
promoting the implementation of domestically targeted trade policies, the import tariffs imposed by export destinations and
the RMB exchange rate, as two important macro factors affecting micro-enterprises’ exports, have always been the focus of
China’s policy adjustment content. As the main decision-makers of export, how to deal with the impact of external shocks
such as import tariff and RMB exchange rate in export destination is directly related to the stable development of export.

Based on the sample of Chinese firms from 2000 to 2015, this paper studies the impact of import tariffs of export
destinations and the RMB exchange rate on the export scale of Chinese firms. The results show that: (1) The increase of
import tariffs in export destinations will lead to the decrease of export scale of Chinese firms, and the depreciation of RMB
will lead to the increase of export scale of Chinese firms. Moreover, the response of Chinese export firms to the impact of
external tariff shocks is greater than the response to the changes of RMB exchange rate. (2) The import tariffs of export
destinations and the real exchange rate of RMB mainly affect the export scale of firms through two ways: the exit of export
firms from the export markets and export quantity. (3) The increase in import tariffs of export destinations and the
depreciation of RMB will expand the scope of export products, increase the number of export destinations, and reduce the
export density of firms. But the increase of import tariffs of export destinations will significantly reduce the average export
scale of firms, and the depreciation of RMB has no significant impact on the average export scale of firms. (4) Chinese
firms are more sensitive to changes in the exchange rate of RMB for the exports to low-income areas, exports of consumer
goods, and exports of low-tech products, and more sensitive to the changes of import tariffs of export destinations for the
exports to medium and high-income areas, exports of capital goods and intermediate goods and exports of medium and high-
tech products; the increase in import tariffs of export destinations and the depreciation of RMB will both promote the export
scale of private firms.

In the context of the increasingly deteriorating international environment, this paper provides the theoretical basis and
policy inspiration for stabilizing exports. First, pay attention to adjusting the global distribution of export markets and
diversify export risks caused by external shocks. Government departments must take multiple measures to stabilize the low-
income export market, while focusing on developing and maintaining the middle-high-income export market. Second,
promote the diversification of export products to help firms stabilize their exports. Government departments should
reasonably guide enterprises to transform their export products, improve their ability to transform products, and encourage
enterprises to timely adjust the scope of export products and transform products when facing adverse external shocks, so as
to improve the stability of their exports. Third, optimize the export structure of export entities and stimulate the export
vitality of firms. Government departments can help private firms improve their innovation capabilities and the quality of
export products, create export product brands, cultivate new advantages in export competition, and help enterprises better
deal with external uncertainties. Government should also actively explore relevant policies to support enterprise exports in
terms of customs clearance and taxation, so as to provide a convenient business environment for enterprise exports and
stimulate their export vitality.
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