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Research on the GVCs Integrating Routes of China’s Manufacturing

Industry Perspectives of Embedding Position and Value-adding Capacity
WANG Lan'?, LI Hong-yan'
(1. Economics School of Tianjin University of Finance and Economics, Tianjin 300222, China;
2. Institute of World Economics and Politics CASS, Beijing 100732, China)

Abstract: This paper establishes GVC location model and develops a framework to explain GVC integrating
routes in consideration of value —adding capacity and embedding position. Based on analyzing various evolution
pattern of GVC integrating routes, this paper develops and calculates GVC-status index, value—-adding capacity
index and GVC profitability index, elaborating the evolution of GVC integrating routes for China’s manufacturing
industry of different technological levels from 1995 to 2011. The results show that embedding position plays a
crucial role in deciding the GVC status for China’s manufacturing industry. Medium, high and low technological
level manufacturing industries lie in the upstream, midstream and downstream of GVCs respectively. The
technological level is negatively correlated with value—adding capacity of China’s manufacturing industry. Embedding
in the low value—added position is the key factor making medium and high tech industries value-adding capacity
weak. The evolutionary route of China’s low technological level manufacturing industry is moving positively with
incremental value —adding capacity caused by position elevation. While the embedding position and value -adding
capacity for medium and high technological level manufacturing are going down simultaneously with risk of
marginalization. The weakness of value—adding capacity is the key factor holding back the upgrading for China’s
manufacturing industry. Upgrading endowment structure, cultivating technological advantage and guiding the medium
and high technological level industries climb up to high value—added stages through elevation of embedding position
will be crucial to elevate GVC status for China’s manufacturing industry.

Key Words: global value chain(GVC); embedding position; value—adding capacity; integrating route
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