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Effect of USA Tax Reform on the Reconstruction of Global
Production Pattern: From the Perspective of Production
Length and Embedded Position

ZHOU Ling-ling, ZHANG Ke-yu

Abstract: This paper applies an effective linkage between Global Trade Analysis Project and production
decomposition model, focuses on the two dimensions of global value chain production length and embed-
ding position, and constructs the index systems of the global production length and embedding position,
in order to evaluate the effect of US tax reform on the world economy. There are four main findings.
Firstly, Trump tax reform will expand the bilateral production length of China and other economies,
and reduce the bilateral production length of the United States. Secondly, the results indicate that
Trump tax-cut reform will increase China’s upstreamness and downstreamness, while the US is in the
opposite results, Thirdly, Trump tax reform will promote the production length of China’s textile, au-
tomobile and electronics industries which in USA will be suppressed. Fourthly, the embedded positions
of China’s textile, automotive and electronics industries will be increased but in the United States will
be weakened In general, Trump tax cuts will inhibit US production length and reduce its global value
chain embedded position, and will promote the extension of China’s global production chain and improve
the position of China’s global value chain.

Key words: US tax reform; GTAP model; global value chain; production length; embedded position



