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The Impact Analysis of Industrial Relocation on China’s GDP and
Employment: From the Perspective of Global Value Chain
YAN Bing—qian', TIAN Kai-lan®
(1. National Academy of Economic Strategy CASS, Beijing 100000, China;

2. Academy of Mathematics and Systems Science CAS, Beijing 100836, China)

Abstract: Influenced by production cost, national industrial policies, and major external shocks, multinational
enterprises may accelerate adjusting production network, which could result in global industrial layout change and
make far-reaching impact on China’s economy and labor market. In this paper, we employ a world multi-regional
input—output model and construct an accounting framework to measure the impacts of outward industrial relocation.
By conducting the counterfactual analysis and scenario analysis, we also analyze the mechanism (through which
country and industry) and impact routes (through intermediate or final products) of industrial relocation effects.
Results show that: (DThe inward industrial relocation from 2000 to 2014 had significantly boosted China’s GDP
and employment; @The potential negative impact of outward industrial relocation from China to economies with
lower production costs cannot be neglected. Among them, industrial relocation shifting out from China by the U.S.,
Japan and South Korea has the largest negative impact on China. For most capital —intensive economies, the
negative impact of their final demand shifting out on China’s economy is larger than that of their intermediate
input demand shifting out, while the opposite holds for most labor—intensive economies. Meanwhile, other countries’
final demand shifting out from China has a significant negative impact on China’s primary industry and labor—
intensive industries such as textile and cloth industry; @ The shifting out of technology —intensive industries,
especially electric and optical products and other machinery and equipment manufacturing, has the largest negative
impact on China’s GDP. For technology—intensive industries, the negative impact of global final demand shifting
out is larger than that of global intermediate input demand shifting out, while the opposite holds for most capital-
intensive industries. Our analysis has significant policy implications for responding to China’s potential outward
industrial relocation.

Key Words: industrial relocation; global value chain; value added and employment; world input—-output
model; counterfactual analysis
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