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Abstract 

The rapid growth of the global value chains (GVCs) has become an important factor in the development of globalization over the past 
decades. In times of global network economy, fundamental changes in international production fragmentation arise. They result in 
significant transformations of global production networks (GPNs). China, as a global steamer of GVCs development has gone from labor-
intensive tasks to the delivery high value-added services that have changed its role in the international production fragmentation. 
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In 2018 Experts of the Global Federation of 
Competitiveness Council defined the following key Global 
Competitiveness Principles: to build coalitions and public-
private platforms to nurture innovation ecosystems and 
support innovative companies; to make innovation the 
centerpiece of growth strategies, deploying concrete 
initiatives across industries, sectors and borders; to invest in 
developing the business and technology skills needed for 
companies to be started-up, grown and expanded globally; 
to build strong, resilient, adaptive and globally connected 
local innovation ecosystems. etc [1]. Recently, one of the 
drivers of economic growth is the creation by governments 
of such conditions and incentives that enable a business to 
integrate into new forms of international division of labor 
and to take an active part in global value chains. 

Benchmarking China's position in global value chains 
enables the authors to acknowledge its leadership. It is 

confirmed by the experts of the World Economic Forum, 
Deloitte, the Brookings Institution, who used different 
methods to asses the production environment and countries 
involvement in GVCs [2;3;4]. Since 2010 China has secured 
the status of a competitive leader in the manufacturing 
sector, which today is the largest in the world, generating a 
quarter of global value-added production. According to 
UNIDO experts, China has the largest share of world added 
value, which doubled during the period of 10 years from 
12.6% in 2006 to 24.4% in 2016 [5]. China has rapidly 
become a key stakeholder in the international trade. During 
the period from 1995 to 2017 its share in the world trade 
increased from 3.5% to 30% respectively. China's 
manufacturing activity is characterized by sustainable 
growth, allowing commodity producers to flexibly respond 
to market conditions (figure 1). 

 
FIGURE 1 The growth rate of production of developing countries, % [6] 

Such results have become achievable due to the 
favorable production and political environment, which 
allows the largest multinational companies to be attracted to 
the Chinese markets; a systemic government innovation and 
industrial policy that provides comprehensive mechanisms 
for stimulating the development of SMEs in high-tech 
industries; low cost of resources and labor, which are the 
key factors for companies to choose a manufacturing base 

in a foreign country; the expansion of the country's 
economic presence and the development of cross-border 
cooperation with governments and companies. 

China is boosting its international scientific and 
technological cooperation within global innovation 
networks (GINs). This is confirmed by the country's 
leadership position in terms of R&D expenditures (2.1% in 
2017), patent activity, as well as joint international 
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inventions that increased from 690 in 2006 to 1973 in 2016 
units, joint international scientific publications that have 
increased by 10 times over the past 10 years, as well as the 
number of PhD students in the field of natural and technical 
sciences from 8 thousand in 2000 to more than 34 thousand 
in 2014 [7]. The development of national innovation 
networks and value chains implies that the Chinese 
enterprises get more knowledge-intensive tasks, which 
generate higher added value. It dramatically changes 
China's role in the international production fragmentation. 
Over the past 16 years, China's labor productivity has 
increased by 9 times [8]. As for the export structure, the 

share of services has tripled from 4% in 2000 to 13% in 2017 
[9]. The government has created favorable conditions for 
changing China's role in GVCs and is rapidly expanding its 
competitive advantage in high-tech sectors, increasing the 
share of added value in high-tech goods. For example, from 
2005 to 2015, the technological intensity of value-added 
production in medium-high and high-tech sectors increased 
by almost 1.5 times. 

The correlation analysis (𝑟𝑟2= 0.82) shows the strong 
positive interrelation between technological readiness and 
the value chain breadth evaluated by the experts of the 
World Economic Forum (figure 2). 

 
FIGURE 2 Interconnection of the value chain breadth and technological readiness of China 

International competitiveness of China in the GVCs is 
ensured by the development of an effective National 
Innovation System (NIS), which, according to our assessment, 
has 3 stages of its development. The first stage (1953-1990) 
is characterized by the beginning of systemic reforms and the 
definition of national priorities in science and technology as 
well as industrialization. The second stage (1991-2015) - 
deepening of reforms and realization of innovative potential 
by increasing the spending on science (in 2019, USD 390 
billion), integration of NIS on a global scale. The basis of the 
third phase (2016 – till present) has been reformed to achieve 
global innovation leadership through the effective 
implementation of the innovative potential embodied in the 

13 Five-Year Plan, Made China 2025, China 2030, Road map 
of science and technology 2050. 

Thus, China's technological leadership in GVCs is 
ensured by implementation of key technologies in all sectors, 
enabling Chinese enterprises to be integrated into GVCs of 
high-tech goods and services and innovative networks. The 
innovative leadership of China in the 21st century is 
provided by comprehensive mechanisms for the 
implementation of scientific and technological potential, 
increasing labor productivity through government 
incentives and the development of effective tools for 
building a national innovation system on the basis of public-
private partnerships. 
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