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Weak Foreign Demand, Cost Rise and the Upgrade of Manufacturing

Export Technology Complexity: Based on Analysis of Five-Sector Model
CHEN Xiaohua LU Zhi ,LIU Hui
(School of Economics and Management, Zhejiang Sci-Tech University, Hangzhou 310018, China)

Abstract: The upgrade of export technology complexity is not only a major approach for China to
achieve transformation of foreign economic development, but also contributes to improving the position of
global value chain. How will the weak foreign demand and cost rise affect the export technology
complexity of manufacturing industry? Though extending production sectors and refining production
factors, this paper constructs a new open five-sector model to reveal the mechanism of upgrade of export
technology complexity. Then, the answer to the above question is explored through controlling
endogenous and exogenous variables as well as partial differential means. the result shows that: firstly,
the weak foreign demand and cost rise may generate improving and worsening effects to export technology
complexity, while the export volume is the key factor to deciding whether effect will occur; secondly the
more a enterprise exports, the more likely it will have “sloth of export technology reform”. Simply
increasing the proportion of skilled labors laboring an enterprise may not promote the upgrade of product
export technology complexity; finally, the inflow of foreign capital will improve export technology
complexity of a country. The effect of weak foreign demand and cost rise on product export technology
complexity is influenced by product life cycle.

Key words: weak foreign demand; cost rise; export technology complexity; five-sector model
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