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Evolution of International Specialization and Development Strategy for China’s Open Economy
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(1. Tencent Beijing Technology Co. Ltd, Beijing,100836,China;
2. Institute of Industrial Economy of CASS. Beijing,100836,China;
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Abstract ; Generally speaking. international division of labor evolves from inter-industry labor division
to intra-industry labor division, and then to factors specialization now. Objectively speaking, the current
international factors specialization brings great opportunities to developing countries like China, which
mainly focuses on comparative advantage creation effect and comparative advantage inspiration effect.
Under the background of factors specialization, by taking advantage of its comparative advantage factor
like abundant and cheap labor, China grasped the opportunity resulting from international industrial
transfer to engage in global factors division, and realized the rapid development of manufacturing industry
and expansion miracle of foreign trade ultimately. Increasing share of “made in China” commodities in in-
ternational market indicates the achievements gained by China since its opening up under the background of
global factors division. By utilizing primary factors and FDI to integrate into the low road of global value
chain manipulated by MNCs is reasonable and inevitable for China, and it is also the fundamental causes
for China’s foreign trade to show export-oriented superficies. It is clear that since its accession to the
WTO, China has in fact had an open economy and not an “export-oriented” economy. Therefore, the ar-
guments thinking China’s open economy is export-oriented economy is false. In short, we can conclude
that China’s perceived over-reliance on exports and external demand is actually an outcome of the modern
international division of labor and the optimal allocation of global resources. This “export-driven” pattern
of growth has become prominent in China because of global industrial restructuring and a global value
chain that is dominated by multinational firms.

Regarding the trade gains, the distribution mechanism is different under different international spe-
cialization. Usually speaking, under background of inter-industry labor division and intra-industry labor
division, developing nations are obviously located in disadvantage position and inevitably in weaker position
in acquiring static gains as well as dynamic gains, and even worsen their welfare. But under international
factors specialization, gains distribution mechanism is based on factors types. That is to say, different
factors will reap different gains according to their characteristics, or we can say static trade gains
distribution is up to the types of factors that a nation relies on to engage in international factors
specialization. It is obvious that developing nations are still in disadvantage position since developing
nations’ abundant factors are mainly primary factors while developed nations’ abundant factors are mainly
advanced factors such as capital and technology. But cross-national movement of factors and intra-product
trade can have strong spillover effects, at the same time, cross-national movement of factors push
international industry and stages of production to shift, so the dynamic gains like technology progress, e-
conomic growth and increase in employment are great in developing nations. In past several decades, China
has grasped the great opportunities under the background of international factors specialization and
generates great dynamic gains in its open economy.

Limited by the status of abundant factors at the initial stage of opening up to the outside world, China
has to integrate into the low road of global value chain. But the low-road integration has no lock-in effect.
During post-crisis era, the domestic and global surroundings change greatly, so it is imperative for China’s
transformation of open economy. To continue bring its comparative advantage into full play and engage
into global factors specialization further, to utilizing global recourses, to absorb FDI and other advanced

factors to concentrate in China, and to improve self-innovation ability with open mind, are the main ways
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to promote transformation of China’s open economy.

Key Words:open economy; export-oriented; low road lock-in; factors specialization
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