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An Empirical Analysis of Upgrading Mechanisms of Processing Trade

LIU De-xue, LI Xiao-shan

Jinan University, Guangzhou 510632, China

Abstract: This paper investigates the upgrading mechanisms of processing trade by using the data of 242 sample
firms in Guangzhou from the perspective of global production networks. The empirical results suggest that:
(1) both technological capabilities and management capabilities of firms and domestic industrial supporting
capabilities have positive effects on the upgrading of processing trade, (2) the effects of both technological
capabilities and management capabilities are immediate while the effects of domestic industrial supporting
capabilities are achieved via the former two factors, which shows that the capabilities of firms are the ingenerate
sources of the upgrading, and (3) the policy of tax refund has no significant effects on the upgrading, which shows
that the treatment of differentiated tax refund rates is not an effective tool.

Key words: global production network; global value chain; processing trade upgrading; SEM
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