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Manufacturing Localization, Technology Backfire and Economic Deglobalization

QU Shen-ning, YANG Dan-hui
(Institute of Industrial Economics CASS, Beijing 100006, China)

Abstract: Ever since the international financial crisis, global value chain has been gradually shrinking and resulted in
the “deglobalization” feature of international trade. This paper is to carry out marginal innovation in the economic mechanism
of “deglobalization”. We choose the GVC participation rate as the key index to describe how the evolution of manufacturing
localization affects globalization by constructing a multinational general equilibrium model. Through theoretical derivation, we
find that the changes in the proportion of local final products become the direct factors affecting GVC participation rate. When
the proportion of final products in a country rises to a certain level, the increase in the proportion of local intermediate
production rate, economic growth rate lower than the world average and technological progress will all trigger a decline in
GVC participation rate in turn with production and trade “deglobalization”. On this basis, this paper sorts out the input-
output tables and relevant time series data of 21 countries, and makes an empirical test on the theoretical
proposition. Furthermore, this paper analyzes the deep motivations of “deglobalization” from the perspective of a combination
of multiple factors. We observe that the increase of trade concentration driven by import substitution in emerging economies,
a so-called “backfire” effect driven by the new industrial revolution, coupled with the implementation of unilateralism and
quantitative easing policies by developed countries, has intensified the “reverse” evolutionary trend of globalization. The
main findings of this paper provide theoretical basis and empirical support for China to accelerate the construction of the new
development paradigm of dual circulation and initiate the new type of global governance.

Keywords; manufacturing localization; technology backfire; new industrial revolution; deglobalization; GVC
participation rate
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