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Digitalization of Manufacturing Industry, Digital Trade Barriers

and Market Power of Export Firms

LIANG Haoguang QIN Qinghua

(University of Chinese Academy of Sciences, Beijing, China)

Abstract: Under the new development paradigm, digital transformation has become an important path for Chi-
nese manufacturing industry to reshape its export competitive advantages and achieve the transition from the old to
new economic engines. Based on the microdata of Chinese manufacturing firms. this paper examines the impact of digi-
talization on the market power of manufacturing export firms. The findings are as follows: (a) Overall, digitalization
enhances the market power of exporting firms, but the mechanisms differ depending on the nature of the firms’ export
products. For firms oriented towards homogeneous product exports, digitalization facilitates cost reduction, enabling
them to lower export product prices and gain a price advantage. For firms oriented towards heterogeneous product ex-
ports, digitalization helps improve the quality of their export products, allowing them to increase product pricing and
expand their quality advantage. Digitalization also encourages firms to adjust their product portfolios and produce more
heterogeneous products. (b) The interaction between digitalization in the manufacturing industry and digital trade bar-
riers acts as a structural factor limiting the rise of firms’ market power. As the digitalization level in the industry in-
creases, digital trade barriers exert a stronger inhibitory effect on firms’ market power. Digital trade barriers primarily
impede the enhancement of firms’ export competitiveness by increasing management costs and hidden costs. (¢) From
a market structure perspective, digitalization in the manufacturing industry increases the market power of existing ex-
porting firms, expands the market share of highly profitable firms, facilitates the effective exit of low competitiveness
firms, and promotes market consolidation and concentration within the manufacturing industry. However, it does not
improve resource allocation among exporting firms. This study provides valuable insights into the digital transforma-
tion and upgrading of the manufacturing industry, as well as the resolution of the “low-markup” challenge faced by ex-
porting firms.

Keywords: Digitalization of Manufacturing Industry; Digital Transformation; Digital Trade Barriers; Market Power;

Resource Allocation

(oA 3 %) )
(BT X #7 9%



