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How Does Export Quality Respond to Home Currency Appreciation:Micro—level Evidence from China
Yu Miaojie and Zhang Rui

Abstract : How does the CNY appreciation impact Chinese exporters? In this paper, we study the impact of ex-
change rate variation on firm’s export quality decision. Using micro-level data of Chinese manufacturers and customs
from 2000 to 2006, we estimate export quality more accurately by correcting approaches applied in previous literature.
Based on the estimated export quality, we find that the appreciation of CNY intensifies the competition faced by Chi-
nese exporters and therefore promotes their export quality upgrading behaviors: On average, 10% of CNY s appreciation
leads to an increase in export product quality by 0.19%. For industries with high degree of quality differentiation, the
effect of 109%CNY"s appreciation on export product quality increase is 0.4%, while for industries with low degree of
quality differentiation this effect is insignificant. In addition, appreciation of CNY reduces exporters. We also find that
quality upgrading effect is more pronounced for non—core products and less—productive exporters. We document a new
mechanism through which exchange rate variation affects export decisions, and show that competition is an important

driving force for product quality upgrading.

Does Governmental Favoritism Reduce Financing Constraintsof Firms:
A Quasi-Natural Experiment from China
Lu Shengfeng and Chen Sixia
Within the framework of fiscal decentralization in China, the administrative reforms which are known as “ Setting-

County to District” can be used to identify the variation of governmental favoritism to local firms for these reforms
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