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Wang % (2017) A GVC {5 B B if 1) A2 7 4 B2 -5 ) [ 2B 7 4 B2 B9 PE AR R SC A BR 0 fEL B 407 B2
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The Length of Tariff Propagation in Global Value Chains and

Its Structure; A Theoretical and Empirical Study
WANG Qiangian ( Beijing Technology and Business University, 100048 )
TIAN Ye ( Chinese Academy of Social Sciences, 100010)

Summary: Tariffs as trade costs in the global value chains ( GVCs) have attracted extensive attention, but
previous research mainly focuses on the calculation of implicit or cumulative tariff costs in the GVCs. Research
on the tariff propagation length and method in the GVCs can help enrich the research on trade costs in global
production networks. Based on the Leontief and the Ghosh inverse matrix, this paper constructs a unified
measurement framework for the tariff propagation length in total output, and decomposes the geographical
location structure of tariff propagation lengths.

The findings are as follows. Firstly, China has the longest tariff propagation length which is still growing.
The tariff propagation length in domestic intermediate goods not only accounts for a larger proportion in the total
propagation length, but also is the main reason for the latter’s lengthening, while the propagation length in other
major countries is mainly lengthened by the increase in the tariff propagation length related to GVCs. Secondly,
China depends less on the division of labor in GVCs, but its GVC participation is increasing. In 2014, China’s
GVC orientation index was 0. 155 and 0.211 from a forward-backward perspective, the lowest among all
countries. Thirdly, China’s GVC position index was 0. 731, higher than that of major developed countries but
lower than that of developing countries in the sample, showing a trend of moving downstream. Fourthly, the
total tariff propagation length and its structure, as well as the GVC orientation characteristics of China’s
subdivision industries are generally consistent with the overall characteristics of China. However, most service
industries in China are moving upstream in the GVCs, and the share of services as inputs to other industries is
increasing.

The following conclusions can be drawn. Firstly, China has laid a complete domestic production division
system that is incomparable for other countries for constructing the double development dynamic by expanding
domestic demand. In the future, it is necessary to further improve the domestic production division system.
Secondly, the propagation length of trade costs in China’s domestic production is longer than that in foreign
production, and China should further reduce trade barriers. Thirdly, China’s participation in the GVCs is still
insufficient. In the process of reconstructing the GVCs, China should increase its participation and seek to play
a leading role.

Keywords: Global Value Chain, Tariff Propagation Length, Global Value Chain Orientation, Global Value
Chain Position
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