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China’s Import Expansion and Global Value Chains

— A General Equilibrium Analysis of Asymmetric Trade Costs

FAN Zijie' ZHONG Daocheng® PENG Siyi'
(1. Hunan University, Changsha, China;

2. Renmin University of China, Beijing, China)

Abstract: This article constructs a multi-country, multi-sector general equilibrium model of heterogeneous enter-
prises, examines the trade effects and changes in the position of global value chains brought by trade costs reduction
policies. By distinguishing the trade shares and expenditures of intermediate and final products, the mechanism by
which trade cost reduction in different industries affects the trade and position of global value chains through produc-
tion network linkages is identified. The results show that: (1) The trade costs reduction of China’s accession to the
WTO significantly improves its GVC forward participation and backward participation; (2) The trade costs reduction
decreases China’s GVC position index, which is mainly due to the reduction of domestic production length in China’s
forward production length index due to the surge in imports of intermediate goods; (3) China’s trade costs are still rel-
atively high, and there is still great potential for further expansion of imports in the future. Further expansion of im-
ports will also benefit China and the world.

Keywords: Import Expansion; Global Value Chains; Asymmetric Trade Cost; General Equilibrium Analysis; Counter-

factuals
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