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Chinese Foreign Trade Imbalance and Its Structural Decomposition Analysis in Global Value Chain
CHEN Ji-yong', YU Gang', GE Ming’
(1. Economics and Management School of Wuhan University, Wuhan, Hubei, 430072, China
2. College of Economics and Management of Southwest University, Chongging, 400715, China)

Abstract : Global value chain forms with deepening of international production division of labor and close con-
tact of the global sales network, the typical feature is that the value of goods and services does not belong to a parti-
cular country,but is shared by all countries on the production and sales chain,which is greatly different from the
traditional international division of labor.

In the context of global value chain, the international trade volume in the field of commodity circulation counted
by one country’ s customs is always different from the actual amount of import and export in that country , which cau-
ses the considerable variation between gross amount foreign trade imbalance and practical value diversion differ-
ence. Therefore, on the background of realistic characteristic of global value chain,it is necessary to apply the in-
put-output analysis method and value added statistic criterion to recount the source of value of import and export in
one country. The exact scale of foreign trade imbalance, and industrial structure commodity structure in that coun-
try can be calculated accordingly.

Under the framework of multi-region input-output tables and using world input-output database during 1995—
2011 ,this paper constructs a structural decomposition model of foreign trade imbalance in perspective of global val-
ue chain, estimates one country’ s trade imbalance and its structural decomposition from three levels which include
commodity structure ,nation difference and industrial structure. Moreover, this paper measures and decomposes the
total foreign trade imbalance amount of China to find out the source of domestic and foreign value,and to figure out
the intermediate product trade value of different directions in that country.

Results show that:due to the impact of the value diversion, Chinese export value added rate is far higher than
the import value added rate. During the sample period, Chinese export value added rate approximately equals to the
import value added rate,thus China is roughly in the balance condition based on the value added of trade perspec-
tive. However, in fact, Chinese trade net value is on the deficit condition in many years,which is far from the gross
statistics result.

From the perspective of product structure , there is a large surplus in final product while huge deficit in interme-
diate product. From the point of national difference,the Chinese trade imbalance is expanding, main surplus is from
the world’ s advanced economies including the U. S. and Europe,while deficit from East Asia and emerging econo-
mies. At the aspect of industrial structure, here is a high concentration degree in industry imbalance, surplus has
come mainly from manufacturing industry while deficit from primary commodity, resource product and most of the
services, the direction of trade imbalances and the gross statistical results are basically the same, only some differ-
ent degrees of shrink appears in the absolute value.

The above results give some policy implications ; under the background of the division of global value chain,we
cannot simply rely on the results of gross statistics to reveal the trade imbalance degree ,therefore it is necessary to
decompose the global value chain constitution of the gross volume of import and export, especially to decompose the
commodity structure, national structure and industrial structure. Although China has huge trade surplus, not all of
the volume is contributed by the domestic elements net value added, a large number of implicit foreign elements
value of export has a significant impact on the Chinese huge trade surplus

In conclusion, this paper gives some advice to Chinese government ,the suggestion includes three aspects. First
of all ,besides strengthening the international competitiveness of the final products, efforts should be made to improve
the technical level of intermediate products and inputs to adapt to the new features of the process of division of la-
bor;secondly, besides strengthening the international competitiveness of the manufacturing sector, efforts should be
made to improve the domestic value added ability of mineral resources and service sector to gain new and greater
competitive advantage in foreign trade; thirdly, besides strengthening foreign trade with developed economies, ef-
forts should be made to adjust the trade imbalance with developing economies to consolidate diversified foreign trade
strategy.

Key Words: global value chain;trade imbalance ;trade diversion

(ST A 1)
11



