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The Relationship Between Core and Non-core Products

Within Chinese Exporters: Substitution or Complementarity
WU Han

Abstract: Investigating the intra-product relationship within multi-product firms is of great practical sig—
nificance for cultivating the core competence of firms. Based on highly-disaggregated Chinese Customs data
we employ product-market-specific demand as an exogenous instrumental variable to empirically examine
whether the core and non-core products are interconnected within firms. We find that the exports of non-core
products increase with the export of the core. The same complementarity is also found when investigating the
export effect of non—core products on the core. Hence this paper proves the systematic within{firm two-way
complementarity between products. Mechanism analysis suggests that the effect can be attributed to price de—
creasing quantity increasing and quality enhancement of non-core products. The expansion of firm scale and
product scope will weaken the effect. These findings provide political guidance for cultivating new competitive
advantages of Chinese enterprises and promoting high—quality development of foreign trade.

Key words: multi-product exporting firms; product complementarity; core products; export product quali—

ty
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