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External Demand Shock, “Transfer to Domestic Sales” of Agricultural
Exports and Firm Performance. Microscopic Evidence from Agricultural Firms

MAO Rui'  XIA Yu’
(1. Zhejiang University, Hangzhou 310058 ; 2. Peking University, Beijing 100080 )

Abstract: China’s agricultural exports have been rapidly increasing since entering the WTO, yet the
challenge from the demand side cannot be ignored. As vital agricultural subjects and export sectors, the
“Transfer to Domestic Sales” decision of agricultural firms plays an important part in eliminating external
demand shock and upgrading agriculture. This paper identifies the substitution relationship between exports
and domestic sales of agricultural firms under external demand shock, tests whether there’ s product and firm
heterogeneity in “Transfer to Domestic Sales” , and recognizes its effect on firm’ s economic performance.
The results show that under external demand shock, agricultural firms transfer exports to domestic sales, a
1% decline in exports leads to a 0.366% increase in domestic sales. This transfer is heterogeneous among
different products and firms, raw materials and “introvert” products such as those with simplicity or oriented
to the eastern dietary areas are easier to transfer, and the transfer efficiency of FDI firms and small firms is
higher than state — owned firms and large firms. The external demand shock will hurt firm performance,
while “Transfer to Domestic Sales” can alleviate the negative impact to a certain extend.

Keywords; agricultural exports; external demand shock; transfer to domestic sales; enterprise performance
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