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Roadmap to presentation
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• China’s ascent from the periphery to the center of global value chain

• Resilience of global value chains and related risks

• Developed economies taking measures to increase supply chain resilience

• What has happened so far in terms of supply chain reshuffling
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China’s ascent from the periphery to 
the center of global value chain1
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Integration into international trade and capital market
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The proportion of China’s exports in global trade increased from less than 1% in 
1978 to 13% in 2019, well above other major exporting nations. The biggest 
difference between exports and imports is in capital goods
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Still gross trade data does not offer all clues. Input-output data can hep 
us better understanding the evolution of global value chains (GVCs)
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Global Value Chains peaked in 2008. China global market share in gross exports has 
been rising until 2015 and again since the pandemic. How can we put these two 
findings together?
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Faster vertical integration
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Germany’s integration into GVC is shrinking faster than China. But the reduction in 
Germany’s participation cannot be explained by additional vertical integration. The 
opposite is true for China
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Faster vertical integration
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Germany’s decreasing integration in the GVC is mainly driven by reduction in its 
domestic value added in third country’s exports. The mirror opposite is China. 
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Resilience of global value chains and 
related risks2
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World’s dependence on Chinese exports 
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The world’s dependence on Chinese exports has only increased over time, all the 
more since the Covid pandemic started in 2020. China dominates some export 
markets by more than 50% such as office machines, telecommunication equipment, 
textile products, and electrical machinery. 
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In the case of green technologies, China’s dominance is even larger

10

Solar panels are a very good example with 85% of global manufacturing capacity 
followed by wind turbines
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For electric batteries, China’s dominance is expected to increase further
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Since it hinges on China’s pervasive control of the processing  of critical 
materials for EV batteries
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Another potentially huge shock for the functioning of global supply chains could 
come from a crisis in the Taiwan Strait as Taiwan accumulates the bulk of the 
production of advanced semiconductors.
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Semiconductor supply chain also too concentrated, especially for fabrication
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Some developed countries taking 
measures to increase supply chain 
resilience3
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Some governments are introducing ad-hoc legislation
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The objective is to reduce the risks of excessive concentration in their supply 
chains.

Country Name
Last 

update
Status

US Executive Order on America's Supply Chains
Bipartisan Infrastructure Law
United States Innovation and Competition Act of 2021

2/24/2021
11/15/2021
3/28/2022

Signed
Passed
Passed

EU Directive on corporate sustainability due diligence
European Chips Act

2/23/2022
5/12/2022

Passed
In progress

Japan Act for the Promotion of Economic Security by Integrated Implementation of 
Economic Measures

5/11/2022 Passed

South
Korea

Act on Supporting the Return of Overseas Korean Enterprises 6/27/2013 Passed
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Key sectors
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Sectoral policies developed by governments have dedicated chapters on enhancing 
supply chain resilience in key areas such as pharmaceutical ingredients, 
semiconductor manufacturing, etc.
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What has happened so far in terms 
of supply chain reshuffling4
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Risk of decoupling
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The European Chamber Business confidence Survey in 2022 clearly points to growing 
challenges of doing business in China, respondents express severe concerns about 
growing geopolitical tensions and the increasing risks of decoupling. Japanese 
companies also express preference for India, Vietnam, Taiwan, Indonesia or Malaysia
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Latest trends in cross-border mergers and acquisitions (M&A) show faster 
reduction of deals into China

19

A significant drop in cross-border M&A deals into China can be found. Meanwhile, 
ASEAN, India, and Australia, attracted significantly more capital since 2020, 
reflecting rising need for diversification of supply chains, demand and securing 
energy sources.
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On a larger horizon, ASEAN + India have long been receiving more FDI 
than China
So the reason might not be geopolitical only but economic is particularly the case for 
manufacturing
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Conclusions

21

• Global supply chains have been growing, but also evolving, for decades. China has been 
acquiring an increasingly central role in global value chains but things might be starting to 
change. 

• Companies, as well as governments, are focusing more on resilience than efficiency, which is 
bringing about some reshuffling of supply chains already, according to available surveys. 

• Government action, including legislation, has been introduced in several countries, such as 
Japan, South Korea but also the European Union and the US, to increase the resilience of 
global value chains. 

• Many of the companies’ decisions to reshuffle part of the production away from China are 
economic, based on worsening prospects, and not so much driven by changes in legislation. In 
other words, companies diversifying their production away from –as shown from the recent 
slow-down in mergers and acquisition into China while increasing in India and ASEAN - might 
be a more natural process than originally thought, based on an economic rationale and not 
necessarily legal pressure stemming from new legislation.

• This does not need to be a problem for China as it can also be part of that reshuffling with its 
own companies, as long as the reasons are not geopolitical but economic.
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Disclaimer 
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Disclaimer
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