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Trade Conflict and Cooperation: Explanations Based on Global Value Chain

HE Yu, ZHANG Jian-hua, CHEN Zhen-zhen
(School of Economics, Huazhong University of Science and Technology, Wuhan 430074, China)

Abstract: Against the background of rising global isolationism and protectionism, how to alleviate trade
conflicts and promote trade cooperation is a problem that China has to face in order to achieve high —quality
development and maintain international trade liberalization. In view of this, this paper constructs a multi —stage
global value chain production model under an open economy, and uses data from 16 major global economies to
perform parameter calibration and numerical simulation analysis on the basis of the model. The results show that:
DIn the multi-stage global value chain production model, countries with high technological levels and high labor
factor costs are more likely to specialize in the upstream stage of the global value chain, while countries with low
technological levels and low labor factor costs are more likely to specialize in the downstream of the global value
chain. @The upgrading of global value chain through technological progress of developing countries, like China,
may cause changes in the global division of global value chain, but it will not cause the interests of developed
countries to be damaged. The technology competition among countries is not zero—sum game. A country’s
technological progress may give rise to Pareto improvement within the global trading system. (3 An appropriate
degree of opening—up policy can not only effectively promote the level of international trade cooperation, maintain
world economic integration and international trade liberalization, but also enhance the embedded position of the
China’s economy in the global value chain and help China’s economy to achieve higher level of opening—up. In
terms of innovation governance policies, we should take the initiative to seize the opportunity of the new round of
technological industrial revolution represented by 5G communications and artificial intelligence to achieve high -
quality development and upgrades of global value chain. In terms of global value chain governance policies, we
should promote wide —range opening up, foster new advantages in international economic cooperation and
competition, improve the supply mechanisms of trade rules and institutions, and create a new globalization pattern
of mutual benefit and win—win.

Key Words: global value chain; international trade competition; multi-stage production model; numerical
analysis
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