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BOOK REVIEW

Hong Yinxing, Zheng Jianghuai et al. Y, HVTHESE. Chuangxin Qudong
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e 8% =% (Innovation Drives Industries Up to the Medium- High End of the
Global Value Chain). Beijing: Higher Education Press, 2020, 409pp., ¥72
(softcover), ISBN 9787040534306.

An important aspect in the study of international division of labor, the global
value chain has emerged as one of the essential mechanisms of open
development in China’s economy during the past two decades, gradually
becoming a buzzword in economics and economic circles in recent years. Given
the China-US trade conflict that broke out in 2018, the US crackdown on ZTE’s
and Huawei’s supply chains, and the impact of the COVID-19 pandemic on
global supply chains in 2020, China’s ascent to the medium-high end of the
global value chain has become an urgent development task. Simultaneously,
reconstructing the global value chain with China as the main component has
become a critical issue for theoretical and practical departments again. A new
perspective is needed in the research on the global value chain to raise the status
of this topic in economic development theory and policy.

Supported by the National Social Science Major Project titled “Research of the
Global Value Chain Development and Changes and China’s Innovation-Driven
Development Strategy,” Innovation Drives Industries Up to the Medium-High
End of the Global Value Chain, studies the development trend of the global value
chain against the new background of economic globalization. This book explores
the direction and path of Chinese industries as they move towards the medium-high
end of the global value chain, highlighting research and innovation (including
technological and industrial innovation, and business model innovation) as the
driving forces of this move. It provides theoretical support and a decision-making
basis for the Chinese industries’ current and future ascent driven by innovation,
thereby serving as an important theoretical and practical guide.

The characteristics and innovations of the book are expressed through the
following aspects:

The combination of the development stage of China’s innovative economy and

the development trend of a global value chain with Chinese characteristics has
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resulted in the research idea of examining the role of innovation in driving
Chinese industries to the medium-high end in the global value chain. The
research idea aims to utilize original technological achievements in indigenous
innovation to promote industrial innovation, thereby mastering and replacing the
research and development (R&D) of high value-added core and key technologies
of foreign countries. Development in strategic emerging industries and the
growth of a global value chain with Chinese characteristics signify the entry of
an industry into the medium-high end. Oriented towards this theme, the book
focuses on the division of labor between China and the rest of the world in the
global value chain, and states that China has applied division of labor in its huge
domestic market along with intermediate product innovation to replace
intermediate products from developed countries continuously, creating a
tremendous global cycle with domestic industrial innovation.

In terms of research content, the major theoretical achievements and policy
recommendations stated in the book include the following aspects:

(1) Conversion of old and new drivers in the global value chain should be
realized. Earlier, China relied mainly on the comparative advantage of resource
endowment, including low-cost labor and land resources, to participate in the low
end of the global value chain. Currently, these factors are no longer advantageous,
making it challenging for China to join the low end, leading to the decline of
these drivers. Cultivating new drivers along the global value chain depends on
technology and business model innovation that enable companies to ascend to
the medium-high end, on accessing R&D links to master core and key
technologies, and marketing links to master market channels.

(2) Currently, under the new economic conditions, the drivers of the global
value chain are changing. The book discovers new drivers based on the ascent of
Chinese companies to the medium-high end of the global value chain. First, even
though Chinese companies are in the intermediate R&D link between the low
end and high end, rather than in the low-end R&D link, mastery of key
technologies can create higher value addition and help Chinese companies to
become drivers of the global value chain. Second, after China became the second
largest economy in the world, the Chinese market ranked among the largest in
the world in scale. Moreover, in the context of “Internet+,” the drivers of the
global value chain include not only monopolistic purchasers such as Walmart, but
the companies that rely on the huge cross-border e-commerce business may also
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become drivers.

(3) Considering that most Chinese companies remain at the low end of the
global value chain, rising to the medium-high end requires an edge in innovative
technologies and innovation in other areas. Particularly, even the processing and
manufacturing links at the low end of the value chain can enter the medium-high
end with business models led by innovation. Faced with the inability to identify
the low end, low-end links may seek breakthroughs. A great developing country
like China can always accommodate such low-end links, indicating that the
transfer of low-end links along the global value chain, from developed regions to
underdeveloped regions that lack projects, remains the key to regional
coordination.

(4) A critical path for rising to the medium-high end of the global value chain
involves basic research on core technologies in innovative industries. There are
three practical ways. The first way is technology transfer, whereby technological
innovation achievements are introduced into companies in the form of
technology transactions, subject to the condition that technological and industrial
innovation would be carried out in a separate time and space. The second way is
the mechanism of industry-university-research collaborative innovation, whereby
new technologies created through the collaboration between scientists and
entrepreneurs are transferred in the enterprise sector directly. The third way is
technological entrepreneurship, whereby scientific and technological personnel
start businesses directly, using innovation achievements.

This research adopts both theoretical narrative and mathematical analysis
methods, combining standardized analysis and empirical analysis methods. Thus,
it provides theoretical reasoning and practical evidence. It enriches China’s
research on the ascent on the global value chain. Judging from its theoretical and
practical value, the book will have a positive impact on the transformation and
upgrade of China’s status in the international division of labor as a way to
achieve high-quality economic development in technological and economic
competition. Additionally, for experts, scholars and policy makers engaged in
research on innovation and international division of labor, and especially for
those in the field of the global value chain, this book could serve as a reference.

Taiyan Huang
Minzu University of China
E-mail: taiyanh@sina.com
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