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A Restudy of Divergence:

Does Import Liberalization Depress China’s Manufacturing DVAR
LI Zhou MA Yeqing

Abstract: Based on the OECD input-output table, this paper estimates the bilateral
export domestic value-added ratios (DVARs) of China’s processing manufacturing sector,
non-processing manufacturing sector and overall manufacturing industry from 1995 to
2011, and reexamines the impacting divergence of import liberalization on China’s manu-
facturing DVAR with data comparison, parametric model and semi-parametric model. The
results show that import liberalization will decrease and increase the DVARs of China’s
processing (and non-processing) manufacturing sectors through the effects of substitution
and competition respectively. Because the effect from substitution is stronger than that from
competition, the DVARs of China’s processing ( and non-processing) manufacturing sector
will decrease after those two effects overlap. The structural effect of import liberalization
will increase the export share of non-processing manufacturing sector with higher DVAR in
China’s total manufacturing export, such effect ultimately reverses the negative impact of
processing (and non-processing) manufacturing DVARs’ decline on the overall manufac-
turing DVAR, which finally will make China’s overall manufacturing DVAR increase. Un-
der the international rising climate of “anti-globalization” , the conclusion of this paper
confirms China’s policy of pushing forward import liberalization continuously, and also em-
phasizes that in the process of this policy’s implementation, industrial structure adjustment
and non-tariff reform can reinforce the promotion effect of import liberalization on China’s
overall manufacturing DVAR.

Keywords: Import Liberalization; Tariff; Global Value Chains; Domestic Value-
added Ratio; Non-tariff Reform
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