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From Residence to Ownership: The Trade Effects of Global Value Chain
Restructuring on China’s Economy and Environment
NIU Meng, WANG Zhen-guo, ZHANG Ya-bin

(School of Economics and Trade, Hunan University)

Abstract: Nowadays, global value chain (GVC) is undergoing profound restructuring worldwide,
especially the decoupling and disconnection from China promoted by developed countries, which will
profoundly affect China’s trade embodied value added and carbon emissions. In addition, as important
organizers and key participants of GVCs, multinational corporations and the accompanying large-scale
capital flows across borders have brought about the mutual deviation of trade embodied value added and
carbon emissions under residence and ownership principles, which further complicate the trade effects
of GVC restructuring on China’s economy and environment. What negative impact will GVC
restructuring have on China’s real trade embodied value added and carbon emissions?

Based on the latest OECD-AMNE database distinguishing firm ownership, this paper finds that
whether it is the GVC restructuring across the entire industry or by sector, the partial or complete
decoupling of North America and the EU from China will lead to a decrease in China’s trade embodied
value added and carbon emissions, which will also increase accompanied by the deepening of
decoupling from China. In addition, compared with the restructuring of the EU’s GVC, China’s trade
embodied value added and carbon emissions will suffer relatively greater negative impacts from the
GVC restructuring of North America (especially the United States). Furthermore, China actively
engages in North America and the EU’s textile and computer GVCs, especially the latter computer.
Therefore, compared with the restructuring of textile GVC, the trade effects of computer GVC
restructuring on China’s economy and environment are larger.

Research results imply that it is necessary to maintain economic ties between China and
North America (EU) through more complex indirect means. It is important to regard this “transferring”
as an “opportunity” and continuously strengthen the transformation and upgrading of China’s
industries, especially in technology-intensive industries. In addition, making every effort to enhance
China’s irreplaceability and non-transferability in high-tech industries is the key to addressing GVC
restructuring. Shifting from residence to ownership principle, this paper adopts counterfactual scenario
analysis to quantitatively simulate the trade effects of North America or/and the EU’s de-Sinicization
GVC restructuring on China’s economy and environment. This provides a useful supplement to existing
literature. This paper sheds useful light on China’s proposal of “precise policy” based on “classification
analysis” to actively respond to the potential trade shocks that may arise from GVC restructuring.

Keywords: GVC restructuring; ownership principle; value-added in trade; carbon emissions in
trade; counterfactual scenario analysis

JEL Classification: C67 EO01 F18

(ST AE %4 508 )

117



