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Logical Relation and Empirical Comparison between Trade of Gross Value,
Value-Added in Trade &Trade in Value-Added

Ge Ming (Southwest University)

Zhao Suping (Sichuan International Studies University)

Abstract: In the context of global value chains, the import and export scale revealed through gross statistics is difficult not
only to trace the origin and distribution of value in exports, but also to identify international trade structure and develop
macro-trade policy. Therefore, this method have its shortcomings. Current literature mainly investigates the scope of value-
added in trade, focusing on the share of domestic value-added in export. Some studies promote trade in value-added;
meanwhile, little does comparative research on the three calculating cabers (i. e. , trade of gross value, value-added in trade
and trade in value-added) , which are mutuallu related but entirely different.

Based on the theoretical model of logical deduction and the world input-output framework, this paper constructs the
above three calculating models. Then. it clarifies quantitative relations among the three calculating calibers: (1) From the
perspective of source of value, both import and export value in gross trade can be divided into two parts (domestic and
foreign value-added) ; (2) Although foreign value-added in export and domestic value-added in import are not consumed by
other country, they are counted in gross trade of exporting and importing countries. Thus, according to the perspective of
trade in value-added, foreign value-added in export and domestic value-added in import constitute double counting in
unilateral trade statistics; (3) removing double counting from import and export value in gross trade can get the value-added
of one country’s import and export. Therefore, the balance of gross trade and trade in value-added should be equal, and the
caliber of trade in value-added doesn’t change one country’s foreign trade imbalance. Through the above analysis, we can
see that for a country’s unilateral trade statistics, gross trade volume is inevitably greater than the value-added in trade,
while value-added in trade is greater than trade in value-added. The last requires a bit of explanation that value-added in
trade is not an exactly calculating caliber, because it does not take into account trade reentry of the domestic export value.

Using 1995—2011 data from world input-output tables, this paper finds that: (1) During the sample period, the trade
volume of import and export both presented a rising trend, which varied greatly depending on systemic changes in inside and

outside markets; (2) During different periods of time, trade volumes from largest to smallest were gross value, value-added



72 R F AR PP 2 FFD 5570 8 45 2 14

in trade and trade in value-added. (3) Since domestic value-added in export was significantly lower than foreign value-added
in import, therefore balance of value-added in trade changed in large scale, even running large trade deficits in some years.
And so some literature insists that the contribution degree of foreign trade to China’s economic growth be seriously
overvalued. Due to the fact that they don’t consider correct calculating calibers, it is difficult to hold its essence and
subsequently it showed that the results were not accord with the facts. (4) Removing double counting from import and
export value in gross trade can get the value-added of one country”’s import and export. Therefore, the balance of gross
trade and trade in value-added should be equal. This shows that the balance of the gross statistics was able to reflect the
export and had direct impact on the economic growth, and the policy enlightenment is that it is actively significance to
pursue a certain amount of trade surplus with keeping steadily growth and promoting employment status. (5) Double
counting is derived from the difference between gross trade and trade in value-added, and foreign value-added in export is a
bigger contributor. All of these are in line with China’s structure of foreign trade, whose leading position is the traditional
processing trade. Therefore, China’s traditional processing trade was influenced to a large extent after the financial crisis,
export and import of gross trade had dropped significantly. As a result of insignificant crowding-out effects in double
counting, there was a smaller influence on China’s trade in value-added. The policy implication is that China cannot depend
excessively on water-logged traditional processing trade and pay too much attention to value of gross trade. Instead, for its
own further development, China should pursue trade in value-added and intermediate goods trade which have high added
value, technical content and international division. (6) In an open world, the major economies participate in international
division and global value chains to various degrees. Therefore, eliminating the repeated accounting section, the position of
China in world trade doesn’ t change, but absolute superiority is lower than before. It is worth noting that the above
conclusions only apply to unilateral trade in above three calculating calibers other than industrial level, because these calibers
don’t take into full account inside and outside trade diversion effects from intermediate factors of an industry.

Key words: trade of gross value; value-added in trade; trade in value-added
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