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The development of global value chains (GVCs) has significantly changed the landscape of global
production patterns, in which production activities are broken down and scattered across different countries.
The prevalent production fragmentation has caused the GVCs to become more complex as intermediate goods
cross national borders multiple times before being produced into final products. As a result, traditional trade
statistics become increasingly unreliable to capture how a country participates in GVCs. The misleading
perception of traditional trade statistics has imposed new challenges for empirical studies, which examine the
effects of GVCs on economic development, international trade, and labor market. As the largest developing
country, China has been playing an important role in the global economy. In this thesis, we aim to explore
China’s participation in GVCs.

Chapter 1 introduces the background, research questions, and outline of this thesis. Chapter 2 provides an
overview of the development of GVCs and explains the main drivers behind the dramatic expansion of GVCs
in recent decades. This chapter also surveys different methodologies used in the literature to map and measure
GVCs. First, we use traditional methodological approaches including international trade statistics on parts and
components and case studies to evaluate the development of the electrical machinery industry in East Asia. In
addition, we present a brief overview of how international input—output tables and firm-level data are used to
investigate GVCs during recent decades.

Chapter 3 measures the domestic value-added (DVA) of China’s exports during the period 20002014
using the World Input-Output Database. We confirm that the gap between the DVA and gross exports varies
between countries and industries. Second, this chapter aims to quantify the factors that affect the change in

DVA of exports. We present a modified structural decomposition analysis (SDA) to break down the change



in the DVA of China’s exports into nine determinants. The estimation result shows that total export value
plays a dominant role in the growth of the DVA of China’s exports. In addition, labor productivity, wage per
person, the substitution of labor income for capital income, and the substitution of domestic intermediate
nputs for imported materials are associated with the growth in the DVA of China’s exports. To compare with
China, we also decompose the change in the DVA of Japanese and US exports on the basis of the SDA
approach. Then, we confirm that Japanese and US exports are increasingly dependent on imported
intermediate inputs.

Chapter 4 applies the framework of the multi-product firm model to examine the relationship between
firm-level productivity and the export performance of Chinese firms. The growth of total exports is
decomposed into extensive and intensive margins. Specifically, the extensive margin of exports includes the
scope of exported products and export destinations. The intensive margin reflects a firm-level exports of a
product. In addition, because Chinese firms participate in international trade through ordinary or processing
trade, we divide Chinese exporters into three groups according to the extent to which they engage in the two
trade regimes. Using Chinese firm-level production and trade data during the period 2000-2006, we examine
the effect of firm-level productivity on the extensive and intensive margins of China’s exports. The estimation
result shows that the productivity of Chinese firms is positively associated with the number of products and
export destinations, the average firm-level exports per product-country, and the export value of the firm’s
largest product. We also confirm that the increase in firm-level productivity has various effects on the
extensive and intensive margins of Chinese firms engaging in different trade regimes.

Chapter 5 considers the effect of imported inputs on the skill structure of labor demand. Using the input-
output model, we measure the labor demand by the cost share of domestic labor of different skill levels that
is directly and indirectly required by the production. The reliance of production on imported inputs is
measured by the foreign value-added (FV) share. Furthermore, we decompose the FV share into different
sourcing origins to examine how the labor demand in advanced countries is affected by intermediate inputs
mmported from developing countries. we confirm that imported inputs reduce the cost shares of domestic labor
of all skill levels. The imported inputs from developing countries are associated with the decrease in the
demand for domestic low-skilled labor in advanced countries in the case that the estimation is based on annual
and long-run change. The effect of imported inputs from developing countries on the demand for domestic

high- and medium-skilled labor in advanced countries is ambiguous. The imported inputs from advanced



countries increase the demand for domestic low-skilled labor in developing countries when the estimation is
based on long time differences.

In the final chapter, we conclude the thesis and draw out some policy implications.
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