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The Influence Mechanism of Global Value Chain Participation on China's Balance of
Payments—Dynamic Identification Based on SV-TVP-VAR Model
ZHANG Shaojun' DING Hailan®
(1. School of Economics, Xiamen University; 2. Jinjiang Anhai Vocational Secondary School)
Abstract The global value chain has become an important factor affecting a country's balance of payments. Using
China's monthly payments data, this paper explores the impact of global value chain participation on the nation’s
balance of payments. The study makes use of the SV-TVP-VAR model and its main findings are: (1) The increase
in global value chain participation will increase the balance of the current account and the balance of non-reserve
financial items. There are the following transmission mechanisms: global value chain participation— trade surplus —
inflation — balance of current account, global value chain — financial development level— foreign capital — balance
of non-reserve financial account. (2) The impact of the global value chain participation on non-reserve financial items
disappears faster than the impact on the current account and the impact of the global value chain participation on the
current account reaches the steady-state level faster than the impact of non-reserve financial items. (3) The effects of
the global value chain participation on the current account and non-reserve financial items have obvious time-varying
characteristics; and linkages between global value chain participation and the balance of payments would still exist
stably under different events.
Keywords Global Value Chain, Balance of Payments, Current Account, Capital Account, SV-TVP-VAR Model
JEL Classification F02 F32 (22
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