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A0 % 55 BB % 2, T Ak T 7 b A 4 A ) 4 A0 N B B AR A M i 2k 4 LT A B
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WIF BRI SA A, 51 2% 2 WO S S gk BOR $ w28 77 R8RS 2 e U T B
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5 B S B BB FL R, RN N 0, = VA, /VA, k e [RT, DGVC, FGVC |, BB 4 , v [ il 1 .
£ 47l PR AR 3R STk R N ICR = > 6, = 1 - DCR.

2AFMEE LR

X HUREAE LA A0 F8 bR 0 5 SR AT R AE 558 2 M - O JB R AR AR T P b o 3l 4 R A
(BB 57 AR IR 0, & B0 e 3 36l 4 A7 A 4 R A0 0 R A7 A B AR RN T 1L R R
T 32 I e AR 0 Ak T 4 IR A (B AT e 62 5 ) 43 BT R A 5T P e L S 3 M [ PN 9 PR TR 3R R AR b
A F, 25 B WY o [ 1 3 M P9 26 BT R 3R AR AR AE 50% DL b BB B N E IR O [ BRAE IR
R RRAE s Q50 TIE v 3 ML SUE 28 5 4 Bk (B 4 7 B OC R B U BLZE M, O Je SCF R iR BE T 4
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Structural “Lifting Effect” under Dual Circulation and Value Chain Upgrading of
China’s Manufacturing Industry: From the Perspective of Innovation Capability
Improvement
LIU Tian-qi, FU Qing
(Research Center for the Belt & Road Financial and Economic Development,

Xiamen National Accounting Institute)

Abstract: Promoting the value chain upgrading of the manufacturing industry is crucial for China
to transform from a “manufacturing country” to a “manufacturing power” and constitutes a strategic
mission in advancing Chinese modernization. Since the reform and opening-up, China’s manufacturing
sector has embedded itself in low-end segments of the global value chain (GVC) , such as processing
and assembly, by leveraging low domestic factor costs and foreign market demand. However,
prolonged reliance on this model may generate “inertia” in endogenous innovation momentum,
resulting in a “low-end lock-in” predicament. The new development paradigm of dual circulation is
seen as a key pathway to overcoming this constraint and achieving GVC upgrading, although the
underlying mechanisms and internal dynamics require in-depth exploration.

This study integrates the latest world input-output table (WIOT) of OECD with domestic
databases to examine the impact of the dual circulation on the GVC upgrading of the manufacturing
industry from an innovation capability perspective. Empirical results show that both domestic
circulation and international circulation exert an inverted U-shaped impact on GVC upgrading—initially
strengthening, then weakening, and eventually turning marginally negative once a threshold is crossed.
Further analysis identifies a temporary “mid-to-high-end inhibition” within domestic circulation, which
can be eased through structural evolution. Moreover, low-tech manufacturing plays a structural
“lifting” role by “reverse empowering” mid- and high-tech sectors, supporting GVC upgrading.
Mechanism tests reveal that the dual circulation influences GVC upgrading via multiple channels,
including independent R&D, learning-by-exporting, and intellectual property protection.

This study finds that the pathways through which the dual circulation drives the GVC upgrading of
China’s manufacturing are dynamically complex, and their effectiveness requires continuous structural
improvement within the circulation system. In the future, emphasis should be placed on structural
optimization of dual circulation, with coordinated development of domestic and international flows to
support high-end upgrading. Practical Chinese experience shows that low-tech manufacturing exhibits a
“flexible lifting” characteristic, enabling mid- and high-tech industries to drive GVC upgrading within
domestic circulation. This revises the conventional “technology ladder” theory of linear upgrading and
highlights the significance of non-linear synergy among technological tiers within the industrial
ecosystem. The “lifting effect” reflects an internal structural support mechanism, offering a new
perspective on the relationship of “low-tech as foundation, high-tech as enhancement”. A high-level
domestic circulation necessitates their coordinated advancement.

Keywords: dual circulation; value chain upgrading; innovation capability; lifting effect
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