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Heightened trade frictions 
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China Daily, October 2011 

Donald Trump:  
“My son should have  
fewer toys (made in China)” 

Huffington Post:  
“The hidden cost of  “Made in China”:  
Tomorrow’s American jobs” 

Présentateur
Commentaires de présentation
I think it is very important to talk about global value chains, especially in light of the recent heightening in trade tensions between China and the United States.
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China’s stellar export performance 

 

Economist (2010) 
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Importance of global value chains 

• Lamy (2011): “The statistical bias created by attributing the 
full commercial value to the last country of origin can 
pervert the political debate on the origin of the imbalances 
and lead to misguided, and hence counter-productive, 
decisions.” 

• Ma and Van Assche (2011): the rise of global value chains 
makes standard measures of international competitiveness 
less reliable. 
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Processing Trade 

• A large contributor to China’s export success has been its 
processing trade regime. 

• Under this regime, firms are allowed to import inputs duty-free 
provided they are used to produce further processed goods 
destined solely for exports. 
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Exported by China ≠ Made in China 

• Only half of China’s total export value is Made in China, 
while the other portion is the value of imported 
components (Koopman et al., 2008).  

• China is not the world’s factory, but rather the world’s 
assembler. 
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Processing export share, by technology level 
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      Source: Ma and Van Assche (2011). 
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Implication 
• Once global value chains are taken into account, the 

evidence is less strong that China is rapidly moving up the 
technology ladder and becoming competitive in 
technology-intensive areas where advanced economies 
should have a comparative advantage.  

• Rather, China’s production activities have remained 
consistent with its comparative advantage in labor-
intensive tasks.  

• Traditional measures of international competitiveness 
unreliable in a global value chains world!!! 
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Japan 977 
Belgium 5,606 
USA 5,921 
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Implication 
• China’s attractiveness as an offshoring location is not only 

driven by low labor costs, political stability and export 
promotion policies.  

• Its geographic proximity to its East Asian neighbors also 
provides it with privileged access to the region’s upstream 
suppliers and downstream markets. 
– Eastern firms choose China as a processing location for its 

exports to West 
– Western firms choose China as a processing location for its 

exports to East 
– Only a small portion of offshoring to China is conducted 

by Western firms that merely want to reduce their 
production costs. 
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Conclusion 

• Once China’s role in global value chains is taken into 
account, a different picture of China emerges than is 
portrayed by the popular press. 

• China’s exports do not reflect a rising dragon that single-
handedly challenges Western manufacturing firms in both 
low-tech and high-tech industries. 

• They rather represent the façade of  increasingly 
competitive East Asian production networks that sell to 
Western markets. 
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