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Trade Distortion Effects: The Internal and External Frictions on Strategic
Emerging Industries and the Effectiveness of Countermeasures
DENG Jun', HONG Fu-ying’, HUANG Xiang-hua'
(1. School of International Economics and Politics, Jiangxi University of Finance and Economics;

2. School of Management and Business, University of Debrecen)

Abstract: The key to developing new quality productive forces lies in industrial chain layout.
Strategic emerging industries are important engines for a country’s long-term economic and social
development. This paper constructs a quantitative trade model that includes the world input-output
linkages of strategic emerging industries and distinguishes frictions between intermediate goods and
final goods. Based on multi-national input-output tables from Carbon Emission Accounts and Datasets
(CEADs) , this paper explores the trade distortion effects of China’s strategic emerging industries
caused by changes in internal and external frictions.

The paper finds that increased external frictions in some sectors, especially, the electrical and
electronic equipment sector, will lead to lower imports and exports and less output of strategic
emerging industries. Compared with external frictions, internal frictions have a more profound impact
on strategic emerging industries in China. When internal and external frictions occur at the same time,
increased frictions in the electrical and electronic equipment sector and the metal and its products sector
have the most significant impact on strategic emerging industries. With more industries and countries
(regions) involved and more intense frictions, the impact of frictions on China’s strategic emerging
industries will be more pronounced. When evaluating the effectiveness of policies intended to address
frictions, it is found that the high-quality development of the Belt and Road Initiative, the “dual
circulation” development strategy, and a unified national market strategy can contribute to the
development of China’s strategic emerging industries.

This paper has the following contributions. Firstly, it considers the impact of internal and external
frictions on strategic emerging industries. Constructing a model of frictions transmission, this paper
reveals the transmission mechanism, which provides new perspectives for future studies. Secondly, it
expands the framework of quantitative trade models on frictions. By distinguishing frictions between
intermediate and final goods, it can accurately quantify the impact of frictions on strategic emerging
industries. Additionally, it evaluates the effectiveness of policies intended to address frictions. Finally,
it provides a new approach for matching different industry classifications for research on strategic
emerging industries. This paper integrates strategic emerging industries into the multi-national input-
output tables, which helps to reveal the role of strategic emerging industries in the world input-output
linkages, providing evidence on how to formulate and evaluate future policies on strategic emerging
industries.

Keywords: strategic emerging industries; input-output linkages; trade distortion effects; internal
and external frictions; quantitative trade model
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