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Impact of Financial Development on Upgrading of China’s Export

Technical Sophistication

GU Guo-da,FANG Yuan,FANG Chen-liang

(School of Economics ,Zhejiang University s Hangzhou,Zhejiang ,310014)

Abstract By building an endogenous technological progress model with intermediate product ex-
pansion, this paper demonstrates that financial development, human capital, technological gap,and tech-
nological spillover through FDI together promote the upgrading of exports’ technical sophistication.
Based on Hausmann model by deducting the impact of processing trade on the exports’ technical sophis-
tication, with a panel data of 31 provinces in China, this paper analyzes the effect of financial development
on exports’ technical sophistication from the view of nation,region and industry respectively. The result
shows that financial development is the important factor in upgrading exports’ technical sophistication
and different indicators have different impacts, financial efficiency and credit structure affect the upgra-
ding of the export technical sophistication significantly. Financial development impacts the export tech-
nical sophistication of various regions and industries differently. The export technical sophistication in
eastern areas and hi-tech industries are driven by financial efficiency,while that in western areas and the
low-tech industries are driven by financial scale. FDI,R&.D investment and human capital also play sig-
nificant roles in upgrading the export technical sophistication. Consequently, some suggestions are put
forward:improving regional financial efficiency; optimizing financial scales in central and western re-
gions and taking full advantage of the technology spillover through FDI.

Key words export technical complexity; financial development; upgrading; regional finance; panel

data

(wHERE . 245F)



