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Global Value Chinas and the Bilateral

Trade Imbalance in China
Wen Dongwei

(Institute of International Economics, Nankai University)

Research Objectives: This paper is to measure the Rate of Domestic Value Added of
Gross Exports (RDVAE) in China [rom 1995 to 2009, and analyzes the China’s bilateral
trade imbalance from the perspective of gross trade and trade in value added, respectively.
Research Methods: Based on the accounting of the trade in value added, this paper uses the
Trade in Value Added Database (‘'TiVA), which is developed jointly by OECD and WTO.
Research Findings: China’s RDVAE has a V-type evolution trend, which means the RDVAE
declines rapidly at the beginning, but increases slowly then. The comparisons of the gross
trade surplus and the value-added trade surplus in [inal demand show that the trade surplus,
the trade deficit and the bilateral trade imbalance in China are all exaggerated significantly ac-
cording to the traditional gross trade measures. According to the traditional gross trade
measures, the trade surplus in Chinese manufacturing industries is exaggerated by almost
40%. The trade surplus in Chinese labor-intensive and technology-intensive industries is ex-
aggerated by around 50% and 60% . respectively. The bilateral trade imbalance between Chi-
na and China’s main export markets and main import markets is also exaggerated. For exam-
ple, the trade surplus between China and main developed countries is exaggerated by around
30% . and the trade deficit between China and Asian emerging economies is exaggerated by
almost 80%. Research Innovations: This paper explores the evolution trend of China’s value
added trade in the global value chains. Research Value: Our study provides the theoretical
and factual evidences for China dealing with the increasing trade protectionism and anti-
dumping to China.

Key Words: Global Value Chains; the Rate of Domestic Value Added of Gross Exports;
Gross Trade Surplus; Value-Added Trade Surplus in Final Demand; the Bilateral Trade Im-
balance
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