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Abstract

This paper takes the classical theoretical distinction between Gains from Specialization
and Gains from (Exchange) Trade as its core analytical framework. Against the back-
drop of global value chain (GVC) division of labor, it redefines the sources, structure,
transmission mechanisms, and measurement methods of international trade gains. It
systematically compares the differences in trade gain models, distribution structures,
realization paths, and policy effects between China and the United States under the
WTO framework. The study finds that China's international success since its WTO ac-
cession is essentially a dual gain superposition and dynamic upgrading dominated by
gains from specialization and supported by gains from exchange. Relying on a complete
industrial system, large - scale factor allocation efficiency, continuous institutional
opening - up, and technology absorption and innovation, China has achieved export
scale expansion, industrial structure upgrading, GVC climbing, and sustained improve-
ment of total factor productivity. The United States has formed a gain structure with
division gains from high - end service industry + exchange gains from the US dollar
system as its core. The traditional merchandise trade deficit indicator seriously under-
estimates its real trade gains, while recent unilateral tariffs and protectionist policies
have significantly eroded its long - term accumulated division gains and exchange div-

idends.
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This paper further constructs a three - dimensional measurement framework of cost -
productivity - quality, using authoritative data from WTO - TiVA, China Customs, the
National Bureau of Statistics, and UNCTAD to systematically measure the unit output
cost, labor productivity, total factor productivity, export domestic value - added rate,
product technical complexity, and quality index in China's industrial structure adjust-
ment from 2001 to 2025. The results show that since its WTO accession, China's man-
ufacturing unit cost has continued to decline, labor productivity has grown at an average
annual rate of over 8%, and export product quality and technical complexity have in-
creased by more than 120%, forming a virtuous cycle of "low - cost advantage -
high - efficiency production - high - quality supply." This is the micro - foundation
for China to continuously expand division gains, optimize exchange gains, and achieve

sustainable international success.

The research shows that China's international success is not a simple expansion based
on low factor costs, but the result of the dynamic release of comparative advantages,
continuous deepening of institutional reform, technology spillover from foreign invest-
ment, improvement of the multilateral trading environment, and proactive adjustment
of national development strategies. The conclusions clarify the real sources of interna-
tional trade gains, refute the one - sided view of judging trade gains or losses by trade
balance, and provide theoretical support and empirical evidence for understanding Chi-
na's development path after WTO accession, promoting high - quality development of
foreign trade in the new era, and coping with changes in the global economic and trade

pattern.

Keywords: Gains from Specialization; Gains from Exchange; Global Value Chain; Sino
- US Trade Gains; Industrial Structure Adjustment; Productivity Improvement;
Product Quality; WTO

Section] Introduction China's transition from limited - scope,
partial opening to comprehensive, multi -

1.1 Research Background dimensional, and wide - ranging full
On December 11, 2001, China officially opening, and from passively adapting to
joined the World Trade Organization  international rules to actively integrating
(WTO), a landmark event in China's re- into and gradually participating in global

form and opening - up process. It marked ~ economic governance. Over the more
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than twenty years since its accession,
China has deeply embedded itself into
global value chains, fully participated in
international division of labor and ex-
change, achieved leapfrog development
in foreign trade, and attained remarkable
accomplishments in economic and social

development.

In terms of trade scale, China's total
goods imports and exports grew from
US$509.65 billion in 2001 to RMB 45.47
trillion in 2025, an increase of nearly 10
times at constant prices, making it the
world's largest goods trading nation for
nine consecutive years; its share of global
exports rose from 4.3% to over 14%, be-
coming the largest trading partner for
more than 120 countries and regions. In
terms of trade structure, China achieved
a historic transformation from being
dominated by labor - intensive products
to being led by capital - and technology
- intensive products. Mechanical and
electrical products became the largest ex-
port category, and the "new trio" of elec-
tric vehicles, photovoltaic products, and
lithium batteries became new growth
poles for exports, reaching nearly RMB
1.3 trillion in 2025, an increase of 3.5
times from 2020. The international com-
petitiveness of high - tech products such
as industrial robots, high - end equipment,
and communication equipment has sig-

nificantly strengthened.

In terms of economic and social develop-
ment, WTO accession drove China's total
GDP to increase by about 14 times, with
per capita GDP jumping from around
US$1,000 to US$14,000, successfully
entering the ranks of upper - middle - in-
come countries; foreign trade - related
employment remained above 180 million
people, promoting the continuous trans-

fer of rural labor to industry and cities,

and the urbanization rate rose from 39.1%

to 66.2%; China's contribution to global
economic growth has remained around
30% for many years, making it a core sta-
bilizer and engine of world economic
growth. In terms of institutional construc-
tion, China fully fulfilled its accession
commitments, reducing the arithmetic
average tariff from 15.3% to below 7.5%,
and reviewed and revised over 192,000
laws, regulations, and policy documents
at the central and local levels, establish-
ing a market economy system compatible
with multilateral trade rules, and forging
a unique path of "promoting reform
through opening - up, promoting devel-
opment through reform, and promoting

transformation through development."

In stark contrast to China, the United
States, as a core founding member of the
WTO and the world's largest economy,
has in recent years undergone a funda-
mental shift in its attitude toward the

multilateral trading system, transforming
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from an active advocate and rule - maker
to a doubter and disruptor. Since 2018,
the US has continuously imposed high
tariffs on China, pushed for industrial and
supply chain "decoupling and breaking
links," obstructed the normal operation of
the WTO dispute settlement mechanism,
and used the "long - term US trade deficit
with China" as a pretext to accuse the
multilateral trading system of "harming
US interests." However, objective data
show that the US has long maintained its
position as the world's largest surplus
country in services trade, with a surplus
of nearly US$300 billion in 2024. The
overseas profits of multinational corpora-
tions, seigniorage gains from dollar he-
gemony, and low - price consumer wel-
fare from global goods constitute huge
implicit trade gains. The traditional cus-
toms statistics on the goods trade deficit
seriously distort or even underestimate

the US's real trade gains.

In the new era where global value chains

are deeply segmented, intermediate
goods cross borders multiple times, and
international division of labor has deep-
ened from the product level to the task
level, the traditional criterion of judging
trade gains based on "trade surplus or
deficit" has become invalid and cannot
reflect the real gains a country obtains
from participating in international divi-

sion of labor and exchange. Against this

practical background, this paper takes the
most classical and fundamental distinc-
tion in international trade theory—Gains
from Specialization and Gains from Ex-
change—as its analytical framework to
redefine, measure, and compare the
sources, structure, distribution, and ef-
fects of trade gains between China and
the US under the WTO framework, fo-
cusing on answering the following core

questions:

First, under conditions of global value
chain division of labor, how can we sci-
entifically define, distinguish, and meas-
ure gains from specialization and gains
from exchange? What revisions and ad-
aptations are needed for traditional trade
gain theory?

Second, under the same WTO multilat-
eral framework, what fundamental differ-
ences exist between China and the US in
the source structure, distribution mecha-
nism, and realization path of trade gains?
Why has China been able to achieve sus-
tained, stable, large - scale, and system-
atic international success?

Third, during the process of rapid indus-
trial structure adjustment and continuous
export scale expansion in China, what
synergistic evolution pattern do cost con-
trol, labor productivity improvement, and
product quality upgrading exhibit? How
can systematic and quantifiable measure-

ment prove that China's international
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success is based on efficiency improve-
ment and quality upgrading rather than
simple low - cost expansion?

Fourth, is China's international success
after WTO accession the result of factor
endowment dividends, external environ-
ment opportunities, or multiple endoge-
nous drivers such as institutional change,
technology absorption, and strategic ad-
justment? What implications does its
deep mechanism have for China's promo-
tion of high - level opening - up in the

new era?

Systematically answering the above
questions is not only of great theoretical
value—promoting the innovation and im-
provement of international trade theory
in the era of global value chains — but
also has strong practical significance, as
it can scientifically explain China's de-
velopment achievements since WTO ac-
cession, clarify the truth about Sino - US
trade gains, and provide theoretical sup-
port and policy reference for China's tran-
sition from a "big trading nation" to a

"strong trading nation" in the new era.

1.2 Research Significance
1.2.1 Theoretical Significance

First, it clarifies and deepens the concep-
tual boundaries, theoretical connotations,
and modern forms of gains from special-
ization and gains from exchange, incor-
classical  trade

porating theory,

neoclassical factor endowment theory,
and new classical division of labor theory
into a unified analytical framework. It
corrects the limitations of traditional
trade gain theory under global value
chain division, promoting the contempo-
rary and localized innovation of basic in-
ternational trade theory. Traditional trade
theory takes final product trade as its an-
alytical object, while modern trade is
characterized by intermediate goods
trade and task - based division. Through
theoretical reconstruction, this paper re-
stores the ability of classical division and
exchange theories to explain contempo-

rary trade gains.

Second, it breaks through the traditional
thinking trap of "judging gains and losses
by trade balance" and constructs a three -
dimensional comprehensive gain meas-
urement system based on trade value -
added + productivity + product
quality, replacing traditional customs sta-
tistics of export value and trade balance.
It provides new theoretical tools, method-
ological support, and evaluation stand-
ards for scientifically measuring the real
gains a country obtains from participat-
ing in international division of labor and
exchange, enriching the research conno-
tations of GVC income distribution the-
ory, open macroeconomics, and develop-

ment economics.
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Third, it establishes a complete logical
chain of industrial structure adjustment
— cost change — productivity improve-
ment — quality upgrading — expansion
of trade gains, linking macro - level trade
gains with micro - level enterprise pro-
duction efficiency, cost control, and prod-
uct quality, and combining open develop-
ment with industrial upgrading. This en-
hances the explanatory and guiding
power of trade theory for the industriali-
zation, modernization, and international-
ization processes of developing countries,
filling the gap in existing research that fo-
cuses heavily on macro statistics and

lacks micro foundations.

Fourth, through a systematic comparison
of the trade gain structures of China and
the US, it reveals the differences in gains
obtained by countries with different fac-
tor endowments, different institutional
systems, and different stages of develop-
ment within the same multilateral trading
system. It improves the theoretical frame-
work of "country heterogeneity — divi-
sion status — trade gains," providing a
unified theoretical basis for explaining
contemporary global trade imbalances,
interest distribution patterns, and interna-
tional economic and trade frictions, and
promoting the shift of international trade
theory from "homogeneous country anal-
ysis" to "heterogeneous country analy-

n

sis.

1.2.2 Practical Significance

First, it scientifically explains China's in-
ternational success over more than
twenty years since WTO accession, sys-
tematically demonstrating that China's
development achievements are the inevi-
table result of fully leveraging compara-
tive advantages, continuously deepening
reform and opening - up, and actively in-
tegrating into the global division of labor
system. It comprehensively dispels one -
sided or even erroneous perceptions such
as "China profits only from low factor
costs" and "China harms the interests of
its trading partners," providing solid fac-
tual, data, and theoretical support for
China to cope with external economic
and trade frictions, participate in global
economic governance, and tell the story

of China's opening - up.

Second, it clarifies the real structure and
distribution pattern of Sino - US trade
gains, fully proving that the US has long
obtained huge implicit gains from the
global division of labor system and the
dollar hegemony system. The so - called
"trade deficit as a loss" argument is nei-
ther theoretically logical nor empirically
valid. This provides a scientific basis for
China to take the initiative and occupy
the moral high ground in Sino - US trade
negotiations, multilateral trading system

reform, and global economic and trade
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rule - making.

Third, through systematic and panoramic
measurement of cost, productivity, and
quality in China's industrial structure ad-
justment process, it accurately identifies
the sources, composition, and dynamic
trends of China's foreign trade competi-
tive advantages. It provides quantitative
references, directional guidance, and pol-
icy levers for promoting the high - end,
intelligent, and green transformation of
China's manufacturing industry, enhanc-
ing its position in global value chains,

and expanding high - value - added, high

- efficiency, and high - quality trade gains.

Fourth, it systematically summarizes the
successful model, internal logic, and re-
alization path of China's international
success under the WTO framework,
providing a reference, replicable, and op-
erable Chinese solution for developing
countries to integrate into economic
globalization, advance industrialization,
enhance trade gains, and achieve eco-
nomic catch - up and modernization. It
contributes to building a more open, in-
clusive, balanced, and win - win eco-

nomic globalization.

Fifth, it provides policy implications for
China to promote high - level opening -
up, achieve high - quality development of
foreign trade, and build a new develop-

ment pattern in the new era. The

conclusions of this paper indicate that
China's future open development must
shift from scale expansion to quality and
efficiency improvement, from factor -
driven to innovation - driven, and from
opening up based on the flow of goods
and factors to institutional opening - up
based on rules, regulations, management,
and standards, providing theoretical sup-
port for major national strategic deploy-

ments.

1.3 Research Content, Framework and
Methods

1.3.1 Research Content

This paper is divided into seven sections,

with the core research content as follows:

Section 1 is the introduction. It elaborates
the research background and problem
statement, clarifies the theoretical and
practical significance, defines the core re-
search content, builds the research frame-
work, and explains the research methods,

data sources, innovations, and limitations.

Section 2 presents the theoretical founda-
tions and literature review. It defines core
concepts such as gains from specializa-
tion, gains from exchange, and total trade
gains; reviews the theoretical origins of
classical trade theory, neoclassical trade
theory, and new classical division of la-
bor theory, making theoretical adapta-

tions and corrections in light of GVC
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division characteristics; and systemati-
cally reviews relevant literature on trade
gain measurement, China's WTO acces-
sion gains, and Sino - US trade gain dif-
ferences, providing a literature assess-

ment.

Section 3 analyzes China's gains from
specialization and exchange after WTO
accession. From the production side, it
describes China's division gains: export
scale expansion, GVC embedding, and
industrial structure upgrading. From the
consumption and circulation side, it de-
scribes China's exchange gains: market
diversification, tariff concessions, and in-
stitutional opening - up. Finally, it pre-
sents the comprehensive gains in eco-
nomic growth, job creation, and global

status enhancement.

Section 4 analyzes the structure of US
trade gains and the erosion effects of pol-
icies. It reveals US division gains: service
trade advantages and global profits of
multinational corporations; US exchange
gains: low - price consumer welfare and
dollar hegemony seigniorage; and ana-
lyzes the erosion effects of tariff policies
since 2018 on the US's own trade gains:
cost pass - through, trade diversion, and

efficiency losses.

Section 5 provides a structural compari-
son of Sino - US trade gains. It systemat-

ically compares the two countries' gain

models from five dimensions: sources of
gains, distribution mechanisms, value
chain positioning, policy orientation, and

sustainability.

Section 6 constructs a three - dimensional
measurement framework of cost -
productivity - quality to empirically
test China's international success. It sys-
tematically measures the dynamic pro-
cesses of declining unit output cost, leaps
in labor productivity and total factor
productivity, and upgrading of export
product quality and technical complexity
in China since WTO accession. It then
extracts the five core drivers of China's
international success: release of compar-
ative advantages, institutional change,
foreign capital technology spillovers, im-
provement of the multilateral environ-

ment, and strategic adjustments.

Section7 presents conclusions, implica-
tions, and prospects. It summarizes the
core conclusions of the paper, proposes
policy implications for China to expand
high - quality trade gains, enhance its
GVC position, and promote high - level
opening - up in the new era, and points

out directions for further research.
1.3.2 Research Framework

This paper follows the logical thread of
"theoretical construction, realistic depic-
tion, difference comparison, empirical

measurement, mechanism explanation,
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policy implications": based on the dis-
tinction between gains from specializa-
tion and gains from exchange - de-
picting the trade gain structures of China
and the US -

in gains between the two countries -

comparing the differences

three - dimension measuring China's in-
dustrial upgrading and gain realization -
explaining the mechanism of China's in-
ternational success - proposing policy

implications.
1.3.3 Research Methods

(1) Theoretical Analysis

Based on Adam Smith's theory of abso-
lute advantage, David Ricardo's theory of
comparative advantage, the Heckscher -
Ohlin factor endowment theory, and
Yang Xiaokai's new classical division of
labor theory, this paper defines gains
from specialization and gains from ex-
change, constructs a modern analytical
framework of "production - side division
gains - circulation - side exchange gains
- GVC value - added," and completes the-

oretical reconstruction and adaptation.

(2) Comparative Method

Horizontal comparison: sources, struc-
ture, distribution mechanisms, policy ef-
fects, and value chain positions of trade
gains between China and the US.
Longitudinal  comparison:  dynamic
changes in China's industrial structure,

trade patterns, cost, productivity, and

product quality before and after WTO ac-
cession.

International comparison: comparison of
cost, efficiency, and quality indicators be-
tween China and developed economies as

well as developing economies.

(3) Empirical Data Analysis

Using authoritative public data from the
WTO - TiVA database, UNCTAD prod-
uct technical complexity database, China
Customs import and export data, Na-
tional Bureau of Statistics industrial sta-
tistics, World Bank WDI database, and
Federal Reserve economic data, this pa-
per quantitatively measures, trend - ana-
lyzes, and empirically tests core indica-
tors such as trade scale, value - added,
unit cost, labor productivity, total factor
productivity, and product quality index,
ensuring the objectivity, reliability, and

scientific validity of the conclusions.

(4) Structural Analysis and Inductive -
Deductive Method

This paper decomposes the formation
mechanism of China's trade gains from
multiple dimensions: production side,
consumption side, institutional side,
value chain side, and strategic side. It
uses deduction to derive modern applica-
ble conclusions from classical theories
and induction to summarize the internal
mechanism and general laws of China's

international success from the practice of
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its WTO accession.

1.4 Innovations and Limitations
1.4.1 Possible Innovations

First, theoretical perspective innovation.
It takes the classical distinction between
gains from specialization and gains from
exchange as the core framework and sys-
tematically reconstructs and adapts it for
the era of global value chains, breaking
through the traditional trade balance
mindset and constructing a new analyti-
cal system for trade gains, providing a
new perspective for understanding con-

temporary international trade gains.

Second, analytical framework innovation.

It constructs a three - dimensional meas-
urement framework of cost - productivity
- quality, closely linking macro - level
trade gains with micro - level industrial
upgrading, achieving an expansion from
"scale gains" to "quality and efficiency

n

gains," and comprehensively and scien-
tifically quantifying the micro - founda-

tions of China's international success.

Third, research content innovation. It
systematically compares the trade gain
differences between China and the US
under the same WTO framework, clarify-
ing the US's implicit gains and China's
real gains, refuting the "deficit as loss" ar-
gument, while fully explaining the multi-
of China's

ple drivers international

success, combining theoretical depth

with practical relevance.
1.4.2 Limitations

First, due to the limited availability of mi-
cro - level enterprise data, the decompo-
sition of division gains and exchange
gains at the enterprise level is not suffi-
ciently detailed. Future research could
use matching of industrial enterprise da-
tabases and customs data for micro -

econometric testing.

Second, the dynamic impact analysis of
external shocks such as geopolitics and
global value chain restructuring is pri-
marily qualitative. Future research could
construct dynamic computable general
equilibrium models for quantitative sim-

ulation.

Third, this paper focuses on the compari-
son between China and the US. Future re-
search could expand to include more de-
veloping and developed countries for
broader international comparative studies
to enhance the generalizability of the

conclusions.

Section2 Theoretical Foundations and
Literature Review
2.1 Definition of Core Concepts
2.1.1 Gains from Specialization

Gains from Specialization refer to the
benefits a country obtains by reallocating
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its factors of production - land, labor,
capital, technology, data, etc. - from low
- efficiency, low - value - added, and un-
competitive sectors and tasks to high - ef-
ficiency, high - value - added sectors and
tasks where it has a comparative ad-
vantage. Through specialized, large -
scale, intensive, and refined production,
it improves labor productivity and total
factor productivity, expands total output,
reduces unit production costs, and en-
hances the quality and capacity of prod-
uct supply, thereby raising the overall

welfare level of society.

The core source of Gains from Speciali-
zation is improvement in production effi-
ciency and optimization of resource allo-
cation. These gains are realized before
cross - border exchange occurs, through
the optimization of the domestic produc-
tion structure. Therefore, they are also
called production - side gains, efficiency

gains, or supply - side gains.

Under different theoretical paradigms,
the sources of division gains differ:

In classical trade theory, division gains
come from absolute or relative differ-
ences in labor productivity;

In neoclassical trade theory, division
gains come from the matching of factor
endowment structures with industrial fac-
tor intensities;

In new classical trade theory, division

gains come from increased specialization
levels and improved transaction -effi-
ciency;

In the era of global value chains, division
gains come from task specialization,
scale effects, technology spillovers, in-
dustrial agglomeration, and import sub-

stitution of intermediate goods.

Gains from Specialization have three typ-
ical characteristics:

First, production orientation, directly re-
flected in increased output, lower costs,
higher efficiency, and better quality;
Second, structural optimization, driving
resources toward advantageous indus-
tries, enterprises, and tasks, promoting
industrial structure transformation and
upgrading;

Third, dynamic sustainability, relying on
technological progress, human capital ac-
cumulation, scale effects, and industrial
chain coordination to achieve continuous

dynamic improvement.

In short, the core question answered by
Gains from Specialization is: By focus-
ing on producing the products or tasks in
which it has the greatest advantage, how
much more value can a country create,
how much more efficiency can it achieve,

and how much can it reduce costs?
2.1.2 Gains from Exchange

Gains from Exchange refer to the benefits

a country obtains, without changing its
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domestic production structure or increas-
ing its total domestic output, by exporting
its own products and services and import-
ing foreign products and services through
the international market at more favora-
ble international prices. Through cross -
border exchange, it optimizes the con-
sumption structure, reduces consumption
costs, expands product choices, and en-
hances consumer utility and social wel-

fare.

The core sources of Gains from Ex-
change are differences between interna-
tional and domestic prices, market open-
ing, trade facilitation, and improvement
of the institutional environment. They do
not directly increase domestic production
efficiency but achieve optimal allocation
of use value through cross - border ex-
change of goods and services. Therefore,
they are also called consumption - side
gains, circulation - side gains, or demand

- side gains.

Gains from Exchange mainly come from
four aspects:

First, direct welfare improvement from
price differences between international
and domestic markets;

Second, increased consumer utility from
greater diversity of imported products;
Third, reduced transaction costs from tar-
iff reductions, removal of non - tariff bar-

riers, and improved trade facilitation;

Fourth, stability and risk reduction from
multilateral rules, market access, and in-

tellectual property protection.

Gains from Exchange have three typical
characteristics:

First, consumption and market orienta-
tion, directly reflected in improved con-
sumer welfare, lower import costs, and
expanded market scope;

Second, instantaneity, realized as soon as
exchange is completed;

Third, dependence on institutions and en-
vironment, highly dependent on external
conditions such as tariff policies, ex-
change rate stability, market access, and

multilateral trade rules.

In short, the core question answered by
Gains from Exchange is: Without in-
creasing domestic production, only
through cross - border exchange, how
much more utility can a country obtain,
how much more welfare can it improve,

and how much can it reduce costs?

2.1.3 Total Trade Gains and Adaptation
to Global Value Chains
The core formula of traditional trade the-
ory:
Total Trade Gains = Gains from Spe-

cialization + Gains from Exchange

In the era of final product trade, a country
produces and exports complete final

products, and the boundaries between
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division gains and exchange gains are
clear and easy to calculate. However, to-
day, where vertical specialization in
global value chains has become the dom-
inant model, production processes are
fragmented across national borders into
multiple tasks such as R&D, design,
component production, assembly, mar-
keting, and branding. Intermediate goods
cross borders multiple times, and final
exports contain a large amount of foreign
value - added and double - counted com-
ponents. Traditional customs statistics on
export value and trade balance cannot

truly reflect a country's actual trade gains.

Therefore, modern trade gain analysis
must make two key theoretical adapta-

tions:

First, adaptation of accounting indicators:

Use Trade in Value Added (TiVA) as the
core accounting indicator to measure the
domestic value added (DVA) truly cre-
ated by a country in its exports, Exclud-
ing foreign intermediate goods value and
double - counted parts, to truly reflect di-

vision gains.

Second, adaptation of division form: The
division of labor has deepened from "in-
ter - product division and intra - product
division" to "inter - task division." A
country no longer produces a complete
product but only undertakes a certain pro-

duction task. Division gains are reflected

in task value - added and task efficiency
improvement; exchange gains include
both final product exchange and interme-
diate goods exchange, and are highly de-
pendent on institutional and rule - based

dividends.

After theoretical adaptation, this paper
establishes the core analytical framework
applicable to the era of global value
chains: The essence of a country's inter-
national success under the WTO frame-
work = coordinated expansion and dy-
namic upgrading of Gains from Speciali-
zation and Gains from Exchange. China's
international success is a typical example
of division gains dominating, exchange
gains supporting, and dual gains continu-

ously growing.

2.2 Theoretical Origins
2.2.1 Classical Trade Theory

Adam Smith (1776) proposed the theory
of absolute advantage in The Wealth of
Nations, systematically discussing the
sources of gains from division of labor
and exchange for the first time. Smith ar-
gued that division of labor is the funda-
mental reason for increasing labor
productivity. International division of la-
bor enables countries to specialize in pro-
ducing goods in which they have an ab-
solute advantage, achieving output ex-
pansion and cost reduction, thus forming

Gains from Specialization. On this basis,
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surplus products are exchanged across
borders to achieve mutual benefits, form-
ing Gains from Exchange. The core logic
is: division creates gains, exchange real-
izes gains; division is the foundation, ex-

change is the extension.

David Ricardo (1817) proposed the the-
ory of comparative advantage in On the
Principles of Political Economy and Tax-
ation, generalizing the logic of division:
even if a country has no absolute ad-
vantage in producing any good, as long
as there are relative efficiency differences
between different goods, it can obtain di-
vision gains by specializing in producing
the good with a smaller comparative dis-
both

countries can achieve higher consump-

advantage. Through exchange,
tion and welfare levels than under Au-
tarky. The theory of comparative ad-
vantage proves that: Gains from Special-
ization are universal, and Gains from Ex-
change are mutually beneficial, laying
the most solid theoretical foundation for

countries to participate in free trade.

Classical trade theory established the
gain structure of division first, exchange
in coordination, pointing out that the fun-
damental source of trade gains is im-
provement in production efficiency, not
simple commodity circulation. This di-
rectly serves as the theoretical source for
of  China's

this  paper's analysis

manufacturing division gains after WTO

accession.
2.2.2 Neoclassical Trade Theory

The Heckscher - Ohlin model (H - O
model, 1933) proposed the factor endow-
ment theory, explaining international di-
vision of labor and trade gains from the
perspective of relative scarcity of factors
of production. The theory holds that dif-
ferences in relative endowments of fac-
tors such as labor, capital, land, and tech-
nology among countries determine dif-
ferences in relative product costs and
prices. Countries should specialize in
producing and exporting goods that in-
tensively use their abundant factors and
import goods that intensively use their

scarce factors.

Within this framework:

Gains from Specialization come from op-
timal allocation of factors, with prices
and returns of abundant factors increas-
ing;

Gains from Exchange come from the ten-
dency toward equalization of commodity
prices internationally, with expanded
consumption choices and improved wel-

fare levels.

Factor endowment theory highly fits the
reality of China in the early stage of its
WTO accession: China had abundant la-
bor and scarce capital and technology, so
it specialized in producing labor -
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intensive products, obtaining significant
division gains; by importing capital
goods, technology equipment, and re-
sources and energy, it obtained exchange
gains, achieving dual improvement in

factor returns and consumption welfare.

2.2.3 New Classical Division of Labor
Theory

Represented by Yang Xiaokai and Huang
Youguang (1990), new classical econom-
ics takes specialization and division of la-
bor as the core analytical tool, en-
dogenizes transaction efficiency, and es-
tablishes a unified analytical logic for do-
mestic and international trade. Its core

ideas include:

First, increased division of labor directly
raises labor productivity, generating divi-
sion gains;

Second, transaction efficiency (institu-
tions, transportation, communication, tar-
iffs, rules) determines whether division
of labor can expand to the international
scope;

Third, trade gains are the joint result of
deepening division of labor and im-
proved cross - border exchange effi-
ciency;

Fourth, institutional reform and improve-
ments in transaction efficiency are key to
unlocking the potential of division of la-

bor.

The new classical theory provides key

insights for this paper: China's interna-
tional success after WTO accession came
not only from its labor factor advantage
but also from the fact that WTO acces-
sion greatly reduced cross - border insti-
tutional transaction costs, improved
transaction efficiency, and transformed
China's huge domestic division potential
into real international division gains. This
directly supports the core role of China's

institutional opening - up.

2.3 Literature Review

2.3.1 Studies on Measurement of Trade

Gains

Traditional measurement of trade gains
centered on trade balance and terms of
trade. Feenstra (2015), Krugman et al.
(2018) pointed out that under GVC divi-
sion, traditional measurement methods
suffer from serious double - counting

problems and cannot reflect real gains.

Hummels et al. (2001) proposed a meas-
urement framework for vertical speciali-
zation, laying the foundation for trade in
value - added accounting. The WTO -
OECD released the TiVA database, mak-
ing the measurement of domestic value -
added in exports
Maoqing and Huang Wei (2014), Duan

Yuwan et al. (2021) measured China's ex-

mainstream. Fan

port domestic value - added rate based on
the TiVA database, finding that China's

value - added rate has been continuously
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increasing and its GVC position steadily

climbing.

Li Feng (2016) proposed a theory of fac-
tor return differences and trade division,
pointing out that different countries ob-
tain different trade gains due to differ-
ences in factor endowments, with devel-
oping countries obtaining more labor re-
turns and developed countries obtaining

more capital and technology returns.

Existing research generally agrees that
trade value - added is the core indicator
for measuring division gains, while terms
of trade and consumer welfare are im-
portant indicators for measuring ex-
change gains. However, research that in-
corporates both into a unified framework
and systematically compares China and

the US is still relatively scarce.

2.3.2 Studies on China's WTO Acces-

sion Gains

Sheng Bin (2021), Yu Miaojie (2020)
systematically studied the economic ef-
fects of China's WTO accession, arguing
that accession promoted trade liberaliza-
tion, intensified market competition, op-
timized resource allocation, and boosted
economic growth and industrial upgrad-

ing.

2.3.2 Studies on China's WTO Acces-

sion Gains

Sheng Bin (2021), Yu Miaojie (2020)

systematically studied the economic ef-
fects of China's WTO accession, arguing
that accession promoted trade liberaliza-
tion, intensified market competition, op-
timized resource allocation, and boosted
economic growth and industrial upgrad-
ing. The First Financial Research Insti-
tute (2023) released a report pointing out
that China's two decades of WTO acces-
sion achieved a transformation from
"world factory" to "big trading nation,"
with significant trade growth and welfare

improvement.

Zhang Erzhen and Dai Xiang (2018),
Jiang Xiaoqian (2022) emphasized that
the core gains of China's WTO accession
were not only trade scale expansion but
also comprehensive gains from institu-
tional reform, technological progress,
and governance capacity improvement,
forging a unique path of promoting re-
form and development through opening -
up.

Existing research fully affirms the great
achievements of China's WTO accession,
but most of it is from the perspectives of
macro growth, trade scale, and industrial
structure. Systematic explanations based
on the distinction between division gains
and exchange gains, combined with three
- dimensional measurement of cost -
productivity - quality, are relatively lack-

ing.
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2.3.3 Studies on Sino - US Trade Gain

Differences

Liu Shiguo and Wu Haiying (2018), the
Institute of World Economics and Politics
of the Chinese Academy of Social Sci-
ences (2025) studied and pointed out that
the US goods trade deficit is misleading.
The US obtains huge implicit gains
through services trade, multinational cor-
poration profits, and dollar hegemony,
and traditional statistics seriously under-

estimate the US's real trade gains.

The academic community generally be-
lieves that the Sino - US trade imbalance
is the result of the joint action of global
division of labor, industrial transfer, and
differences in consumption and savings
structures, and that US consumers and
multinational corporations are the biggest
beneficiaries of Sino - US trade. However,
existing research rarely conducts system-
atic, framework - based, quantitative
comparisons of Sino - US gain structures
from the classical theoretical perspective
of gains from specialization and gains

from exchange.

2.3.4 Literature Assessment

In summary, existing literature has
achieved rich results in areas such as
trade value - added measurement, China's
WTO accession gains, and Sino - US

trade imbalances, but there are still three

obvious shortcomings:

First, the theoretical framework is not
unified enough, mostly studying division
or exchange separately, rarely incorporat-
ing both into a unified analytical frame-

work under global value chains;

Second, the micro - foundation is not
solid enough, focusing heavily on macro
trade scale and structure analysis, lacking
systematic three - dimensional measure-

ment of cost, productivity, and quality;

Third, the Sino - US comparison is not
systematic enough, mostly focusing on
trade imbalance and deficit issues, rarely
conducting comprehensive comparisons
from the perspectives of gain sources,
distribution, value chains, policies, and

sustainability.

This paper precisely addresses the above
shortcomings by taking the distinction
between gains from specialization and
gains from exchange as a unified frame-
work, combined with three - dimensional
measurement and Sino - US comparison,
to systematically explain China's interna-

tional success under the WTO framework.

Section 3 China's Gains from Speciali-
zation and Exchange after WTO Acces-
sion
After joining the WTO in 2001, China
fully fulfilled its commitments, signifi-

cantly reduced tariffs, opened market
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access, improved the legal environment,
strengthened intellectual property protec-
tion, and rapidly and deeply integrated
into the global production network and
multilateral trading system. It formed a
trade gain structure dominated by gains
from specialization, supported by gains
from exchange, with dual gains growing
synergistically, achieving a comprehen-
sive leap in production scale, industrial
structure, trade patterns, and economic

and social development.

3.1 China's Gains from Specialization:
Scale Expansion and Value Chain

Climbing

China's gains from specialization come
primarily from the full - chain, large -
scale, specialized, and intensive produc-
tion of its manufacturing sector. Relying
on factor endowment advantages such as
labor, land, and industrial supporting ca-
pacity, as well as the world's unique com-
plete industrial system, China has
achieved efficient resource allocation,
continuously rising labor productivity,
continuous upgrading of industrial struc-
ture, and steady climbing of its position

in global value chains.

3.1.1 Explosive Growth of Export Scale

WTO accession opened the door to a sta-
ble, transparent, and predictable global

market for China. The most - favored -

nation treatment, fair competition envi-
ronment, and dispute settlement mecha-
nism provided by the multilateral trading
system completely eliminated the uncer-
tainty risks that had long constrained Chi-
na's exports. China fully leveraged its
comparative advantages and achieved

sustained rapid growth in export scale.
Key data show:

- China's goods exports in 2001 were
US$266.098 billion, rising to RMB 25.46
trillion in 2024;

- China's total goods imports and ex-
ports in 2025 reached RMB 45.47 trillion,
achieving growth for nine consecutive

years;

- China's share of global exports rose
from 4.3% in 2001 to over 14% in 2024;

- The number of countries and regions
with which China had trade relations ex-

panded from over 200 to 249 in 2025,

achieving global coverage.

This scale expansion is not simple quan-
titative growth but a direct manifestation
of the continuous deepening of special-
ized division of labor: production factors
continuously concentrate in the manufac-
turing sector, advantageous industries,
and export sectors, generating significant
increasing returns to scale. Production ef-
ficiency continuously improves with

scale expansion, unit costs continuously
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decline, further enhancing international
competitiveness, forming a positive cycle
of "deepening division — efficiency im-
provement — export expansion — fur-

ther deepening division."

From the perspective of the evolution of
division models, China has gone through

three stages:

- 2001 - 2010: dominated by pro-
cessing trade of "two ends outside, large
imports and large exports," specializing

in labor - intensive assembly tasks;

- 2011 - 2020: the share of ordinary
trade increased, import substitution of in-
termediate goods accelerated, and do-
mestic industrial chain supporting capac-

ity greatly improved;

- 2021 to present: the share of inde-
pendent R&D, independent brands, and
independent channels significantly in-
creased, upgrading from "world factory"

to "core of global supply chains."

This evolutionary process fully proves
that China's export expansion is the result
of productivity improvement from deep-
ening specialized division of labor, not

simple low - price competition.

3.1.2 Deep Embedding in Global Value
Chains

Before WTO accession, China was
mainly in the low - end assembly seg-

ment of global value chains, with low

domestic value - added rate, low techno-
logical content, and limited division
gains. WTO accession pushed China to
fully integrate into the global production
network, achieving steady climbing of its
value chain position through continuous

deepening of division of labor.
This is mainly reflected in three aspects:

First, the export domestic value - added

rate has continuously increased.

China's manufacturing export domestic
value - added rate rose from about 55%
in 2005 to over 69% in 2023, meaning
that for every US$100 of exports, the do-
mestic value created by China increased
from US$55 to US$69, significantly rais-

ing the division gain per unit of export.

Second, industrial chain completeness
and import substitution of intermediate

goods.

China is the only country in the world
that has all industrial categories in the
UN classification. Industries such as steel,
electronics, machinery, chemicals, tex-
tiles, and equipment manufacturing have
formed complete supporting systems. A
large number of components, raw materi-
als, and intermediate goods that were pre-
viously imported have been localized,
continuously reducing external depend-
ence and significantly enhancing the sta-

bility and autonomy of division gains.
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Third, climbing from low - value - added

tasks to high - value - added tasks.

In the early stage of WTO accession, Chi-
na's division gains mainly came from

simple processing and assembly.

At the current stage, China has formed
strong international competitiveness in
core component manufacturing, high -
end equipment manufacturing, new en-
ergy, rail transit, communication equip-
ment, photovoltaics, and electric vehicles,
gradually extending to high - value -
added tasks such as R&D and design,
brand marketing, and supply chain man-

agement.
Typical indicators include:

- The share of equipment manufactur-

ing products in exports rose to 59.4%;

- The share of high - tech products in
exports exceeded 30%;

- Industrial robots achieved net ex-

ports;

- The "new trio" of electric vehicles,
photovoltaics, and lithium batteries be-
came globally leading high - end export

products.

The continuous improvement of global
value chain position indicates that Chi-
na's gains from specialization have dy-
namically upgraded from "low efficiency,
low value - added, passive embedding" to

"high efficiency, high value - added,

active leadership." This is the core and
most essential manifestation of China's

international success.

3.1.3 Continuous Upgrading of Indus-

trial Structure

WTO accession has driven China's indus-
trial structure to upgrade rapidly, contin-
uously, and orderly along the path of
comparative advantage, which is a con-
centrated manifestation of the improved

quality of gains from specialization.

Phase 1 (2001 - 2010): Dominated by la-

bor - intensive products.

Exports of textiles, clothing, furniture,
footwear, luggage, etc., grew rapidly, re-
lying on low - cost labor to obtain divi-
sion gains, solving large - scale employ-
ment and completing the primitive accu-

mulation of industrialization.

Phase 2 (2011 - 2020): Mechanical and
electrical products became the largest ex-

port category.

The share of exports of household appli-
ances, mobile phones, computers, ships,
automobiles, equipment manufacturing,
etc., increased significantly. The sources
of division gains shifted from simple la-
bor cost advantages to multiple drivers
such as capital deepening, scale effects,
technology absorption, and management

improvement.

Phase 3 (2021 to present): Technology -
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intensive and green low - carbon products

lead exports.

Electric vehicles, photovoltaic products,
lithium batteries, industrial robots, high -
end equipment, communication equip-
ment, etc., have become the main export
forces. The sources of division gains have
shifted to technological innovation, intel-
ligent manufacturing, green manufactur-
ing, brand value, and standard setting,
achieving a leap to the middle and high

end of global value chains.

The essence of industrial structure up-
grading is the continuous shift of special-
ized division of labor from low - effi-
ciency, low - value - added sectors to high
- efficiency, high - value - added sectors,
bringing about comprehensive improve-
ment in social labor productivity, re-
source allocation efficiency, and value
creation capacity, constituting the core
source of China's continuously expand-

ing gains from specialization.

3.2 China's Gains from Exchange: Mar-

ket Opening and Welfare Improvement

China's gains from exchange come from
multiple dividends such as tariff conces-
sions, market opening, diversification of
trading partners, trade facilitation, and in-
stitutional opening - up. Without chang-
ing the domestic production structure,

through cross - border exchange, China

has optimized its consumption structure,
reduced import costs, expanded market
space, and stabilized trade expectations,
achieving a significant improvement in

social welfare.

3.2.1 Diversification of Trading Partners

Since WTO accession, China has vigor-
ously promoted a market diversification
strategy, completely changing the pattern
of excessive dependence on a few devel-
oped markets that existed before acces-
sion. The stability, sustainability, and risk
resistance of China's exchange gains

have greatly improved.
Key data:

- Dependence on US exports fell from
20.91% in 2000 to 14.67% in 2024;

- The share of imports and exports
with countries along the "Belt and Road"
reached 51.9% in 2025, making it the
largest trading partner block;

- Trading partners cover 249 countries
and regions worldwide, achieving all -
round, multi - level, and wide - ranging

global market coverage.

Market diversification brings triple ex-

change dividends:

- First, reducing exposure to policy
changes, demand fluctuations, and geo-

political risks in a single market;
- Second, enhancing China's
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bargaining power and initiative in inter-
national exchange, continuously improv-

ing the terms of trade;

- Third, expanding product diversity,
improving welfare for both producers

and consumers.

3.2.2 Tariff Concessions and Trade Fa-
cilitation
China fully, strictly, and earnestly ful-
filled its WTO tariff reduction commit-
ments, reducing the arithmetic average
tariff from 15.3% in 2001 to below 7.5%.
Non - tariff barriers were largely elimi-
nated, and the level of trade facilitation

continuously improved.

The reduction in exchange costs brings

dual significant benefits:

For enterprises: lower costs for importing
raw materials, components, technology
equipment, and key resources enhance
production competitiveness and profita-
bility, further expanding gains from spe-

cialization;

For consumers: lower prices for imported
consumer goods, food, medicine, luxury
goods, automobiles, etc., with richer
choices, significantly improving real pur-

chasing power and welfare.

At the same time, China's large - scale ex-
port of low - cost, high - quality industrial
goods to global markets effectively curbs

global inflation, stabilizes global supply,

and reduces global consumption costs,
forming positive external exchange gains
and significantly enhancing China's posi-
tion and voice in the global exchange sys-

tem.

3.2.3 Dividends from Institutional Open-
ing - up
WTO accession promoted systematic, all

- round, and deep - seated institutional re-

form in China:

- Over 192,000 laws, regulations, and
policy documents were reviewed and re-

vised at the central and local levels;

- A unified, fair, transparent, and non
- discriminatory market access system

was established;

- Intellectual property protection was
strengthened, creating a legal, interna-
tional, and convenient business environ-

ment;

- Trade remedy, dispute resolution,
and regulatory governance systems were

improved.

Institutional opening - up greatly reduced
the institutional transaction costs of cross
- border exchange, stabilized the long -
term expectations of foreign enterprises,
investors, and trading partners, attracted
long - term capital, technology, and talent
inflows, and promoted the continuous
deepening of stable trade relationships,

transforming China's exchange gains
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from "short - term price dividends" to
"long - term institutional dividends," with

greatly enhanced sustainability.

3.3 Comprehensive Gains: Overall Eco-

nomic and Social Leap

The coordinated expansion, mutual rein-
forcement, and dynamic upgrading of
gains from specialization and gains from
exchange ultimately translated into all -
round, comprehensive, and historic
achievements in China's economic and

social development.

3.3.1 Economic Growth and Income Im-

provement

From 2001 to 2025, China's total GDP
grew by about 14 times, and per capita
GDP jumped from around US$1,000 to
US$14,000, successfully entering the
ranks of upper - middle - income coun-
tries. Economic strength, technological
capability, and comprehensive national

power reached new levels.

3.3.2 Job Creation and Urbanization

Foreign trade - related industries directly
drove employment of over 180 million
people, promoting the large - scale trans-
fer of rural labor to industry, services, and
cities. The urbanization rate rose from
39.1% to 66.2%, achieving historic
changes in urban - rural structure, em-

ployment structure, and social structure.

3.3.3 Global Contribution and Status En-

hancement

China's contribution to global trade
growth and economic growth has re-
mained around 30% for many years,
making it a core stabilizer, engine, and
ballast of world economic growth. Its po-
sition as the world's largest goods trading
nation, largest manufacturing nation, and
largest holder of foreign exchange re-
serves has been continuously consoli-
dated, and its international influence, ap-
peal, and shaping power have signifi-

cantly increased.

In summary, China's international suc-
cess after WTO accession is the inevita-
ble result of the coordinated expansion,
mutual support, and dynamic upgrading
of gains from specialization and gains
from exchange: division gains provide a
solid material foundation and supply
guarantee for exchange gains, and ex-
change gains provide a broad market
space and demand pull for division gains.
Together, they have driven China's his-
toric leap from a closed and semi - closed
system to all - round opening, from a
small trading nation to a big trading na-
tion, and from low - end embedding to

value chain climbing.

Section 4 Structure of US Trade Gains

and Erosion Effects of Policies

In stark contrast to China's trade gain
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structure dominated by manufacturing
gains from specialization, the United
States has formed a unique, composite,
and implicit trade gain model with gains
from specialization in high - end services
as the core and gains from exchange
based on dollar hegemony as an im-
portant support. The traditional customs
statistics on the goods trade deficit not
only fail to reflect the US's real trade
gains but also seriously underestimate or
distort the huge gains the US obtains
from global division of labor and ex-
change. The unilateral tariffs and protec-
tionist policies implemented since 2018
have not only failed to improve US trade
gains but have significantly eroded its
long - accumulated division gains and ex-

change dividends.

4.1 US Gains from Specialization: High

- end Services and Value Chain Control

The US's gains from specialization do not
come from large - scale, standardized, la-
bor - intensive manufacturing tasks, but
from high - value - added, high - tech,
high - profit - margin, low - resource -
consumption tasks such as technology,
patents, brands, finance, data, services,
and standards. It firmly occupies the two
ends of the global value chain "smile
curve," controlling core tasks, core tech-
nologies, and core rules to distribute most

of the global value chain profits.

4.1.1 Absolute Advantage in Service
Trade

The US is the world's largest surplus
country in services trade and the most
competitive country in global services
trade, with a services trade surplus of
nearly US$300 billion in 2024, which can
offset about 25% of its goods trade deficit.

The US's advantage in services trade is
highly concentrated in high - value -
added, high - monopoly, high - tech fields:

- Intellectual property use fees (pa-
tents, trademarks, copyrights, trade se-

crets);

- Financial services, insurance ser-

vices, asset management services;

- Software and IT services, cloud

computing, big data services;

- Business consulting, management
services, legal services, accounting ser-

vices;

- Higher education, medical services,

cultural and entertainment services.

The common characteristics of these
fields are: knowledge - intensive, tech-
nology - intensive, capital - intensive,
highly global monopolistic, extremely
high value - added rate, and less con-
strained by geography. The US obtains
excess division gains by virtue of techno-
logical leadership, standard dominance,

network effects, and brand monopoly.
158

The International Journal of Organizational Innovation
Volume 19 Number 1, July 2026



2026-1481 1JOI
https://www.ijoi-online.org/

The value created per unit of service ex-
port is much higher than that of goods ex-
port.

In short, the US's gains from specializa-
tion do not come from "producing more
products," but from controlling core tech-
nologies, rules, standards, channels, and
brands, and distributing most of the prof-

its of global value chains.

4.1.2 Global Earnings of Multinational

Corporations

US multinational corporations dominate
the layout of global value chains.
Through foreign direct investment, they
transfer low - value - added, high - energy
- consumption, high - land - consumption,
labor - intensive manufacturing and as-
sembly tasks to developing countries,
while retaining high - value - added tasks
such as R&D and design, brand opera-
tions, marketing channels, supply chain
management, financial management, and

headquarters services at home.

This global layout results in two seem-
ingly contradictory but actually unified

outcomes:

First, at the customs statistics level, a

goods trade deficit appears.

Products are produced, exported, and
sold overseas, and customs records show
them as exports of the producing country

and imports of the US, resulting in a US

goods trade deficit.

Second, at the multinational corporation
level, huge implicit division gains are ob-

tained.

Profits, patent fees, royalty fees, manage-
ment fees, brand use fees, supply chain
service fees, etc., generated from over-
seas production flow back to the US in
the form of investment income and ser-
vice trade income, constituting a large
scale of implicit division gains outside

statistics.

Authoritative research and official data

show:

After deducting related - party transac-
tions, intra - firm trade, and profit repat-
riation of multinational corporations, the
actual US trade deficit would fall by
about two - thirds, and the trade deficit
with China would fall by about 30%.

This fully proves that the so - called US
"trade deficit" is a natural result of global
division of labor layout and multinational
corporation operations, and is by no
means a manifestation of "losing out or
being harmed." The US's real division
gains far exceed what customs statistics

can reflect.

4.2 US Gains from Exchange: Consumer

Welfare and Dollar Hegemony

The US's gains from exchange are huge
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in scale, hidden in form, and continu-
ously stable. They mainly come from
global low - price consumer welfare and
seigniorage gains from dollar hegemony,
and are the fundamental source of the
high welfare, low cost, and strong credit
long enjoyed by US residents, enterprises,

and the government.

4.2.1 Low - price Benefits for Consum-

€rs

Through large - scale, continuous, and
stable imports of low - priced industrial
goods, consumer goods, daily necessities,
household products, and electronic prod-
ucts from developing countries and re-
gions such as China, ASEAN, and Mex-
ico, the US enables its consumers to meet
their daily needs at very low costs. More
of their disposable income can be spent
on higher - order expenditures such as
services, savings, investment, education,
and healthcare, forming huge consumer
exchange gains that benefit the entire

population.

From the perspective of welfare econom-
ics, the scale of this exchange gain far ex-
ceeds the goods trade deficit itself. The
essence of the US's large - scale imports
is: exchanging dollar credit for real goods
and services from around the world. US
consumers are among the biggest benefi-
ciaries of the global division of labor sys-

tem.

4.2.2 Seigniorage Gains from the Dollar

As the world's core reserve currency, set-
tlement currency, pricing currency, and
intervention currency, the US dollar
grants the United States three unparal-
leled and non - replicable institutional ex-

change dividends:
First, huge seigniorage gains.

The US obtains real goods, resources, as-
sets, and services from around the world
by issuing dollars and dollar assets, with
almost no substantive consideration. This
is the largest, most enduring, and most
stable implicit exchange gain in eco-

nomic history.

Second, no hard constraint on the balance

of payments.

The US can maintain a trade deficit and
current account deficit on a large scale for
a long time without bearing the risk of
currency crisis, exchange rate collapse,
or international payment crisis. This is an
institutional advantage unimaginable for

other countries.
Third, the lowest global financing cost.

The global financing cost of US govern-
ment, enterprises, and residents has long
been significantly lower than the global
average, with less interest expenditure
and higher asset returns, forming sus-
tained wealth appreciation and welfare

improvement.
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In summary, the US's gains from ex-
change can be highly summarized as: ex-
changing dollar credit for global goods
and using global division of labor to sup-
port domestic consumption. Its real ex-
change gains far exceed the scale that tra-

ditional statistics can reflect.

4.3 Erosion of Trade Gains by Tariff

Policies

Since 2018, the US has continuously pur-
sued unilateral tariffs, trade protection,
and industrial chain decoupling policies,
attempting to reduce the trade deficit,
promote manufacturing reshoring, and
"protect US interests" by imposing addi-
tional tariffs. However, theoretical logic
and empirical data consistently show that
these policies have not only failed to
achieve their intended goals but have se-
riously, continuously, and comprehen-
sively eroded the US's long - accumu-
lated gains from specialization and gains

from exchange.

4.3.1 Tariff Cost Pass - through and Wel-

fare Loss

Mainstream economic research and a
large number of empirical results from
the Federal Reserve, US Customs, and
academia consistently show that more
than 90% of the cost of US tariffs is borne
by US importers, wholesalers, retailers,

consumers, and downstream enterprises,

not by the exporting countries.
Key data and facts:

- The US average effective tariff rate
rose sharply from 2.6% to 13.7%;

- Research estimates show that recip-
rocal tariff policies could lead to an aver-
age annual direct loss of US$3,800 for or-
dinary US families;

- Low - income groups and low - in-
come families, because of the high pro-
portion of necessities in their consump-
tion expenditure, are hit hardest by tariff
- driven price increases, suffering the

most severe welfare losses.

Tariffs are essentially "punitive taxes im-
posed on domestic consumers and enter-
prises," directly reducing consumer ex-
change gains, raising domestic inflation
levels, weakening household welfare and
enterprise competitiveness, and seriously

eroding US exchange gains.

4.3.2 Trade Diversion and Deficit I1lu-

sion

US tariff policies have not achieved the
goals of manufacturing reshoring or def-
icit reduction; they have only achieved

geographical trade diversion:

- Imports from China decreased by
about 28%;

- Imports from Vietnam, Thailand, In-

dia, Malaysia, Mexico, and other
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countries increased correspondingly;

- The US goods trade deficit in 2025
was still as high as US$1.23 trillion, and
the total deficit did not decline.

Trade diversion brings double net losses:

- First, US enterprises and consumers
pay higher prices, harming welfare and

competitiveness;

- Second, the efficiency of global
value chain division of labor declines,
and the division gains of US high - end
services, technology, and patents are
damaged due to weakened global de-

mand.

4.3.3 Impaired Efficiency of Global Di-

vision of Labor

US protectionist policies and tariff barri-
ers have seriously damaged the global
vertical specialization division of labor
system, raising global transaction costs,
reducing resource allocation efficiency,
and hindering technology diffusion and
scale effects. As a result, the WTO signif-
icantly lowered its forecast for global
goods trade growth in 2026 to 0.5%, and
the momentum of global economic

growth weakened.

The decline in the efficiency of global di-
vision of labor ultimately backfires on the
US itself: high - end service exports,
technology returns, multinational corpo-

ration profits, and dollar hegemony

returns are all weakened to varying de-
grees, and the US's long - accumulated
gains from specialization and gains from

exchange are simultaneously damaged.

Section 5 Structural Differences in Sino
- US Trade Gains

The trade gains of China and the United
States under the WTO framework exhibit
fundamental, systematic, and structural
differences in sources, distribution, value
chain positioning, policy orientation, and
sustainability. These differences stem
from the two countries' different factor
endowments, stages of development, in-
dustrial structures, institutional systems,
and international roles, and are key to un-
derstanding Sino - US economic and
trade relations and China's international

SucCcCess.

5.1 Differences in Sources of Gains
China:

- Division gains dominate, coming
primarily from the specialized, large -
scale production of the full manufactur-
ing industrial chain, labor productivity
improvement, import substitution of in-
termediate goods, and value chain climb-
ing. These are production - type, manu-
facturing - type, and efficiency - type

gains.

- Exchange gains support, coming pri-

marily from market diversification, tariff
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concessions, trade facilitation, institu-
tional opening - up, and low - cost, high -
quality supply. These are mutually bene-
ficial, stable, and sustainable circulation

gains.
United States:

- Division gains come primarily from
high - end services, technology monopoly,
patents and standards, brands and chan-
nels, and global profits of multinational
corporations. These are knowledge -
based, technology - based, and monopoly

- type gains.

- Exchange gains come primarily

from dollar hegemony seigniorage,
global low - price consumer welfare, and
reserve currency dividends. These are in-
stitutional, credit - based, and consump-

tion - type gains.

5.2 Differences in Distribution Mecha-

nisms
China:

Trade gains exhibit a broadly shared, in-
clusive, and production - oriented distri-

bution pattern:

- QGains are widely distributed to man-
ufacturing employment, labor wage in-
come, local economic development, in-
frastructure construction, industrial up-
grading, poverty reduction, and people's

livelihood improvement;

- Gains benefit a large number of or-
dinary workers, small and medium -
sized enterprises, supporting enterprises,
and industrial clusters, showing signifi-

cant inclusiveness and sociality.
United States:

Trade gains exhibit a capital - dominated,
concentrated, and consumption - oriented

distribution pattern:

- Gains are highly concentrated
among multinational corporation share-
holders, technology holders, financial
capital, high - income groups, and elite

classes;

- Low- and middle - income groups
benefit little, and may even be harmed by
tariffs, inflation, and industrial transfer,
with widening income gaps and promi-

nent distribution imbalances.

5.3 Differences in Value Chain Position-
ing
China:

- In the process of continuously
climbing global value chains: starting
from low - end processing and assembly
tasks, gradually extending to mid - to -
high - end manufacturing, core compo-
nents, R&D and design, and brand mar-

keting;

- The export domestic value - added

rate is continuously rising, and the quality,
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autonomy, and sustainability of division

gains are constantly improving.
United States:

- Long - term occupation of the top of
global value chains: firmly controlling
high - value - added tasks at both ends
such as R&D, patents, brands, finance,

data, and standards;

- Manufacturing tasks are transferred
outward, showing characteristics of "de-
industrialization, high value - added, and
asset - light," with a globally leading

value - added rate.

5.4 Differences in Policy Orientation
China:

- Firmly upholds the multilateral trad-
ing system, continuously promotes high -
level opening - up, and actively aligns
with high - standard international eco-

nomic and trade rules;

- Steadily transitions from opening up
based on the flow of goods and factors to
institutional opening - up based on rules,

regulations, management, and standards;

- Policy objectives are to continuously
expand division gains, optimize ex-
change gains, achieve high - quality de-
velopment, and promote shared develop-

ment.
United States:

- Shifts toward unilateralism,

protectionism, and populism, using tar-
iffs, barriers, and decoupling as main pol-

icy tools;

- Attempts to reverse market - ori-
ented global division of labor patterns
through administrative power, undermin-
ing the multilateral trading system and

global value chains;

- Policy results are declining division
efficiency, loss of exchange dividends,
and continuous erosion of its own trade

gains.

5.5 Differences in Sustainability of

Gains
China:

- Gains are built on a complete indus-
trial system, scale effects, productivity
improvement, quality upgrading, and

market diversification;

- Relying on endogenous growth, in-
dustrial upgrading, innovation drive, and
institutional reform, they have a solid mi-

cro - foundation and sustainability.
United States:

- QGains are highly dependent on dollar
hegemony, technology monopoly, and
global rule - making power, with a certain
institutional inertia, but are challenged by
protectionist policies, global de - dollari-
zation, and technology diffusion, facing

long - term sustainability challenges.
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Section 6 Three - dimensional Measure-
ment of China's International Success:

Cost - Productivity - Quality

China's international success under the
WTO framework is not an accident, not a
simple external dividend, nor a simple
expansion of low factor costs. It is the en-
dogenous result of the joint action of five
major factors: the full release of compar-
ative advantages, continuous deepening
of institutional reform, efficient absorp-
tion of technology spillovers, improve-
ment of the multilateral trading environ-
ment, and proactive adjustment of devel-
opment strategies. To scientifically, pre-
cisely, and systematically reveal this pro-
cess, this paper constructs a three - di-
mensional measurement framework of
cost - productivity - quality to conduct a
panoramic, quantitative, and empirical
test of the micro - foundations of China's

industrial structure adjustment.

6.1 Measurement Framework and Indi-

cator System

6.1.1 Cost Dimension Indicators

The cost dimension measures the com-
prehensive cost advantage, scale effects,
and resource allocation efficiency
brought by specialized division of labor.

Core indicators include:

- Unit manufacturing value - added

cost;

- Unit export cost;

- Unit labor cost (wage/labor produc-
tivity);
- Unit value - added energy and re-

source consumption;

- Industrial cluster supporting cost and

logistics cost.

6.1.2 Productivity Dimension Indicators

The productivity dimension measures the
core source of gains from specialization,
the magnitude of efficiency improvement,
and the quality of growth. Core indicators

include:
- Manufacturing labor productivity;

- Total factor productivity (TFP) and

its growth contribution rate;

- Manufacturing value - added rate;

- Global value chain participation and
position index;

- Export domestic value - added rate.

6.1.3 Quality Dimension Indicators

The quality dimension measures the sus-
tainability of exchange gains, product
competitiveness, value chain height, and
terms of trade improvement. Core indica-

tors include:
- Export product technical complexity
index;

- Share of high - tech products and

mechanical and electrical products in
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exports;
- Export product quality index;

- Brand premium and product value -
added;

- Green low - carbon and technologi-

cal content level.

6.2 Cost - side Measurement: Continu-

ous Decline in Unit Cost

An important foundation of China's inter-
national success is the continuous, stable,
and significant decline in unit output cost
achieved in the process of deepening spe-
cialized division of labor, forming a sus-
tainable comprehensive cost advantage.
This advantage is not a crude advantage
of low wages, low environmental protec-
tion, or low social security, but a high -
efficiency, sustainable, and intensive
comprehensive cost advantage formed by
the combination of deepening division of
labor + scale effects + industrial ag-
glomeration + technological progress +

management improvement.
Empirical measurement results:

First, unit value - added energy consump-

tion in manufacturing has fallen sharply.

From 2001 to 2025, China's manufactur-
ing unit value - added energy consump-
tion fell by more than 70%, and energy
use efficiency, resource utilization effi-

ciency, and green manufacturing levels

continuously improved, significantly re-

ducing resource and environmental costs.

Second, unit labor cost maintains long -

term international competitiveness.
Unit labor cost = wage/labor productivity.

Although Chinese workers' wages have
been rising reasonably, because labor
productivity has been increasing faster
and by a larger margin, the unit output la-
bor cost has long been significantly lower
than that of developed economies such as
the US, EU, Japan, and South Korea,
maintaining a clear, stable, and sustaina-
ble competitiveness among major manu-

facturing countries globally.

Third, scale effects significantly dilute

fixed costs.

Large - scale, specialized, standardized
production greatly dilutes fixed costs
such as equipment investment, R&D ex-
penditure, logistics and distribution, and
marketing channels, causing unit product

fixed costs to continuously decline.

Fourth, industrial clusters greatly reduce

supporting costs.

World - class industrial clusters in the
Yangtze River Delta, Pearl River Delta,
Bohai Rim, and Chengdu - Chongqing
region have formed complete, efficient,
and low - cost industrial and supply chain
supporting systems, greatly reducing lo-
gistics transaction

costs, costs,
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collaboration costs, and information

Costs.

The conclusion is clear and solid: China's
cost advantage is a comprehensive effi-
ciency advantage, not a low - wage ad-
vantage; it is an advantage of specialized
division of labor, not a crude consump-
tion advantage; it is a sustainable endog-
enous advantage, not an unsustainable
external dividend. This is the key, solid,
and reliable micro - foundation for China
to continuously expand its gains from

specialization over the long term.

6.3 Productivity - side Measurement:

Sustained Efficiency Leap

Productivity improvement is the core,
fundamental, and sole source of gains
from specialization, and it is also the fun-
damental criterion for judging whether
international success is real, sustainable,
and high - quality. Empirical measure-
ment results fully prove that since WTO
accession, China's labor productivity and
total factor productivity have achieved
continuous, rapid, stable, and substantial
leaps, providing the strongest, most solid,
and most enduring impetus for trade gain

growth.

6.3.1 Rapid Growth of Labor Productiv-
ity
From 2001 to 2025, China's manufactur-

ing labor productivity increased by about

8 times, with an average annual growth
rate of over 8%, far exceeding the global
average, the average of developed econ-
omies, and the average of developing
economies over the same period, creating
a productivity growth miracle in the in-
dustrialization and modernization pro-

cess of a large economy.

The sources of labor productivity im-
provement are diverse, sustained, and

stable:

- Continuous deepening of specialized

division of labor;

- Capital deepening and moderniza-

tion of equipment renewal;

- Technology introduction, digestion,

absorption, and re - innovation;

- Human capital improvement and

modernization of management models;

- Industrial chain coordination and

supporting efficiency improvement.

6.3.2 Steady Improvement of Total Fac-

tor Productivity

The market opening, intensified competi-
tion, technology spillovers, management
upgrading, and institutional reform
brought by WTO accession have jointly
driven continuous improvement in total
factor productivity (TFP). TFP's contri-
bution to economic growth rose from
about 20% before WTO accession to over

35%, indicating that China's economic
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growth and trade gain growth increas-
ingly rely on efficiency improvement,
technological progress, and resource al-
location optimization, rather than simple

factor input expansion.

6.3.3 Continuous Increase in Manufac-

turing Value - added Rate

Manufacturing value - added rate = man-
ufacturing value - added / gross output

value.

China's manufacturing value - added rate
rose steadily from about 55% in 2005 to
over 69% in 2023, meaning that the do-
mestic value, real gains, and national in-
come created per unit of output have con-
tinuously and significantly increased, and
the quality of division gains has achieved

a historic upgrade.

The conclusion is unmistakable: Produc-
tivity improvement is the fundamental
driving force, core source, and micro -
foundation for the continuous expansion
of China's trade gains. China does not
rely on "low - price dumping or subsidy
competition" to gain international ad-
vantages, but wins international competi-
tion and trade gains through higher effi-
ciency, lower unit costs, and higher value

creation capacity.

6.4 Quality - side Measurement: Up-
grading of Export Quality and Technical
Complexity

The stability, sustainability, and growth
potential of exchange gains ultimately
depend on the quality, technological con-
tent, value - added level, and technical
complexity of export products. Empirical
measurement results fully prove that Chi-
na's export products have achieved a his-
toric, systematic, and comprehensive
transformation from "low quality, low
price, low technology, low value - added"
to "high quality, reasonable price, high
technology, high value - added," provid-
ing a solid quality guarantee for the con-

tinuous optimization of exchange gains.

6.4.1 Significant Increase in Export

Technical Complexity

From 2001 to 2025, China's export prod-
uct technical complexity index increased
by more than 120%, transitioning from
being dominated by low - tech products
to steadily entering the ranks of major ex-
porters of medium - and high - tech
products, achieving a historic leap in ex-

port technology structure.

6.4.2 Upgrading of Export Product
Structure

- The share of labor - intensive prod-
ucts in exports has continuously and sig-

nificantly declined;
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- Mechanical and electrical products
have become the largest export category,

accounting for over 59%;

- The share of high - tech products in
exports has risen sharply from about 11%

to over 30%;

- The "new trio" of electric vehicles,
photovoltaics, and lithium batteries have
become globally leading high - end ex-
port products.

6.4.3 Steady Increase in Export Product
Quality Index

Based on measurement of unit value,
technical content, brand premium, prod-
uct pass rate, safety standards, and envi-
China's
product quality index has increased by
about 2.3%

proaching the level of developed econo-

ronmental standards, export

annually, gradually ap-
mies, with continuously enhanced prod-
uct credibility, satisfaction, and competi-

tiveness.

The conclusion is clear and powerful:
The expansion and optimization of Chi-
na's exchange gains are built on the solid
foundation of continuous upgrading of
product quality, technical content, and
value - added. They do not rely on low
quality, low price, or quantity expansion,
but on quality improvement, technologi-
cal progress, and brand upgrading, pos-

sessing strong stability, sustainability,

and growth potential.

6.5 Core Drivers of China's International

Success

Based on the three - dimensional meas-
urement results and theoretical logic, this
paper summarizes the deep mechanism
of China's international success under the
WTO framework into five core, synergis-

tic, and endogenous drivers.

6.5.1 Full Release of Factor Endow-

ments and Comparative Advantages

China fully, effectively, and precisely uti-
lized its initial comparative advantages
such as labor, land, and industrial sup-
porting capacity to undertake large - scale
global manufacturing transfer, rapidly
forming large - scale, specialized, and in-
tensive production capacity and obtain-
ing huge and sustained gains from spe-
cialization. At the same time, with capital
accumulation, technological progress,
and human capital improvement, com-
parative advantages have dynamically
upgraded from labor - intensive to capital
-, technology - , and knowledge - inten-
sive, continuously improving the quality

of division gains.

6.5.2 Institutional Change: Promoting
Reform through Opening - up

WTO accession was a milestone, turning

point, and catalyst for China's
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institutional opening - up. To fulfill its
WTO commitments, China carried out
systematic, deep - seated, and all - round
institutional reform: reviewing and revis-
ing laws and regulations, improving
property rights protection, liberalizing
market access, unifying domestic and
foreign investment rules, strengthening
intellectual property protection, and opti-
mizing the business environment, estab-
lishing a modern institutional system
compatible with the multilateral trading
system and conforming to the laws of the
market economy. Institutional change
greatly reduced transaction costs, un-
locked division potential, and stabilized
exchange expectations, serving as the
fundamental institutional guarantee for
China to transform its factor advantages

into real trade gains.

6.5.3 Foreign Direct Investment and

Technology Spillovers

WTO accession greatly promoted large -
scale, sustained, and stable inflows of
foreign direct investment. The actual uti-
lized foreign capital scale grew steadily
from US$46.878 billion in 2001, ranking
among the top globally for a long time.
Foreign capital not only brought capital
but also advanced technology, modern
management, international channels,
quality standards, compliance systems,
environment.

and a competitive

Technology spillovers, management
spillovers, knowledge spillovers, and
competition effects drove rapid produc-
tivity improvement, accelerated indus-
trial upgrading, and continuously en-
hanced innovation capacity of domestic
enterprises, continuously expanding high

- value - added division gains.

6.5.4 Institutional Improvement of the

Foreign Trade Environment

WTO accession enabled China to obtain,
once and for all, fundamentally and per-

manently:

Stable, non - discriminatory, and predict-
able most - favored - nation treatment;
Transparent, unified, and fair global mar-
ket access;

Strong protection of the multilateral dis-
pute settlement mechanism;

An institutional environment for fair par-
ticipation in international division of la-

bor, exchange, and competition.

The institutional improvement of the ex-
ternal environment completely elimi-
nated the uncertainty risks that had long
constrained China's exports and open de-
velopment, providing a stable, reliable,
and long - term external condition for
deepening specialization division, ex-
panding cross - border exchange, and

growing trade gains.
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6.5.5 Proactive Adjustment of Develop-

ment Strategies

China has always proactively, scientifi-
cally, and orderly adjusted its opening -
up and development strategies according
to changes in the domestic and interna-
tional environment, always standing at

the forefront of the times:

From "two ends outside" processing
trade to ordinary trade, independent
brands, and independent channels;

From "passive away - game embedding"
in global value chains to a new develop-
ment pattern of "dual circulation";

From passively accepting international
rules to actively participating in RCEP,
applying to join CPTPP, promoting WTO
reform, and proposing Chinese solutions
for global economic governance;

From scale - and speed - oriented ex-
pansion to quality - and efficiency - ori-
ented high - quality development and

climbing global value chains.

Proactive strategic adjustment ensures
that China can always maximize division
gains, optimize exchange gains, prevent
external risks, seize strategic opportuni-
ties, and achieve sustainable, high - qual-

ity, and all - round international success.

Section 7 Conclusions, Implications and

Prospects

7.1 Main Conclusions

Taking the classical theoretical distinc-
tion between Gains from Specialization
and Gains from Exchange as a unified an-
alytical framework, this paper redefines,
adapts, and measures international trade
gains in the context of global value chain
division, systematically compares the
structural differences in trade gains be-
tween China and the US under the WTO
framework, constructs a three - dimen-
sional measurement model of cost -
productivity - quality, and comprehen-
sively empirically tests the micro - foun-
dations of China's industrial upgrading,
efficiency improvement, quality en-
hancement, and international success. It
draws seven mutually supporting, logi-
cally rigorous, and clearly concluded

core findings:

First, conclusion on theoretical recon-
struction. In the era of global value chains,
total trade gains are still composed of
Gains from Specialization and Gains
from Exchange. Division gains come
from production efficiency improvement,
resource allocation optimization, and
task specialization; exchange gains come
from price differences, market opening,
trade facilitation, and institutional divi-

dends. Traditional trade balance seriously
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distorts, underestimates, or overestimates
real gains, and a comprehensive, scien-
tific, and modern trade gain evaluation
system must be constructed with trade
value - added, productivity, and product

quality as the core.

Second, conclusion on China's gain
structure. China's international success
after WTO accession is essentially the re-
sult of coordinated expansion and dy-
namic upgrading of dual gains, with
Gains from Specialization dominating
and Gains from Exchange providing im-
portant support. Division gains come
from manufacturing scale effects, full in-
dustrial chain specialization, productivity
improvement, and value chain climbing;
exchange gains come from market diver-
sification, tariff concessions, trade facili-

tation, and institutional opening - up.

Third, conclusion on the US gain struc-
ture. The US has formed a composite
gain model with Gains from Specializa-
tion in high - end services and Gains from
Exchange based on dollar hegemony as
its core. The traditional goods trade defi-
cit not only does not represent a loss but
seriously underestimates its real trade
gains. The protectionist policies since
2018 have significantly, continuously,
and comprehensively eroded the US's
own division gains and exchange divi-
dends.

Fourth, conclusion on Sino - US differ-
ences. The trade gains of China and the
US exhibit fundamental, systematic, and
structural differences in five dimensions:
source structure, distribution mechanism,
value chain positioning, policy orienta-
tion, and sustainability. China's gains are
production - oriented, broadly shared,
and continuously upgrading; the US's
gains are capital - oriented, concentrat-
edly distributed, and institutionally de-

pendent.

Fifth, conclusion on three - dimensional
measurement. Since WTO accession,
China's

achieved a continuous decline in unit cost,

manufacturing  sector has
a substantial leap in labor productivity
and total factor productivity, and a com-
prehensive upgrading of export product
quality and technical complexity, form-
ing a virtuous cycle of "low cost -
high efficiency - high quality." This
is the most solid, scientific, and reliable

micro - evidence of China's international

SucCcCess.

Sixth, conclusion on the mechanism of
China's success. China's international
success is not accidental, not an exoge-
nous dividend, not a simple low - cost ex-
pansion, but the result of the synergistic
action of five endogenous drivers: full re-
lease of comparative advantages, contin-

uous deepening of institutional reform,
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technology spillovers from foreign in-
vestment, improvement of the multilat-
eral trading environment, and proactive
adjustment of development strategies. It
has regularity, inevitability, replicability,
and scalability.

Seventh, conclusion on the development
model. China has forged a unique, suc-
cessful, and sustainable open develop-
ment path of promoting reform through
opening - up, promoting development
through reform, promoting transfor-
mation through development, and pro-
moting upgrading through transfor-
mation, achieving a historic transfor-
mation from a big trading nation to a
strong trading nation, from factor - driven
to innovation - driven, and from scale ex-
pansion to quality and efficiency im-

provement.

7.2 Policy Implications

Based on the full text's theoretical analy-
sis, empirical measurement, Sino - US
comparison, and mechanistic conclu-
sions, and oriented toward China's high -
level opening - up and high - quality de-
velopment of foreign trade in the new era,
this paper proposes six policy implica-
tions with practical relevance, operability,

and foresight:

First, persist in deepening the upgrading
of specialized division of labor and

climbing to the middle and high end of

global value chains. Continuously pro-
mote the high - end, intelligent, green,
and service - oriented transformation of
manufacturing, vigorously develop high -
tech, high - value - added, and high - ben-
efit industries, break through key core
technologies, increase the export domes-
tic value - added rate, and continuously
expand high - quality, high - efficiency,
high - value - added Gains from Special-

ization.

Second, continuously promote institu-
tional opening - up and align with high -
standard international economic and
trade rules. Steadily transition from open-
ing up based on the flow of goods and
factors to institutional opening - up based
on rules, regulations, management, and
standards. Actively align with high -
standard economic and trade rules such
as CPTPP and DEPA, improve trade fa-
cilitation, investment liberalization, and
the rule - of - law business environment,

and stabilize, expand, and optimize Gains

from Exchange.

Third, completely abandon the trade bal-
ance misconception and establish a scien-
tific concept of trade gains. Abandon the
outdated thinking of judging gains and
losses by surplus or deficit, and establish
a comprehensive evaluation system cen-
tered on trade value - added, productivity,

product quality, consumer welfare, and
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shared development, viewing trade bal-
ance and economic and trade relations ra-

tionally, objectively, and scientifically.

Fourth, strengthen the innovation - driven
development strategy and shift from cost
advantages to efficiency and quality ad-
vantages. Increase R&D investment, tal-
ent cultivation, technological innovation,
and brand building, accelerate the funda-
mental shift from "cost - price competi-
tion" to "technology - quality - brand
competition," and enhance the quality,

value, and sustainability of trade gains.

Fifth, deeply advance the market diversi-
fication strategy and enhance open resili-
ence and risk resistance capacity. Con-
tinue to consolidate markets in developed
countries, vigorously expand emerging
markets such as those along the "Belt and
Road," ASEAN, Latin America, the Mid-
dle East, and Africa, reduce dependence
on a single market, enhance exchange in-
itiative, bargaining power, and risk re-
sistance, and consolidate all - round ex-

change dividends.

Sixth, promote broader, fairer, and more
inclusive sharing of opening - up
achievements. Let trade gains benefit
more ordinary workers, small and me-
dium - sized enterprises, supporting in-
dustries, central and western regions, and
low - income groups, enhance the inclu-

siveness, universality, and sustainability

of the open economy, and achieve higher
- level, more efficient, fairer, more sus-
tainable, and more secure open develop-

ment.
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