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Abstract In certain industries and ownership types, Chinese exporters are found to be
less productive than non-exporters. We show that this puzzling finding is entirely driven by
the presence of firms that engage in export processing. In China roughly a fifth of exporters
are engaged in processing trade only. These firms are 10% to 22% less productive than non-
exporters. Removing processing exporters restores the traditional finding that exporters have
superior performance relative to non-exporters. Our results show that distinguishing between
processing and ordinary exporters is crucial for understanding firmr-level exporting behavior in
China.
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