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(FTHEHRE K )

The Price Pass-through Effect of Tariff from the Perspective of

Global Value Chain: An Improved Model
ZHAO Yong-liang"?*, SUN Hua-ping®
(1. School of Economics and Management, Yancheng Institute of technology, Yancheng, Jiangsu 224051 ;

2. School of Finance and Economics, Jiangsu University, Zhenjiang, Jiangsu 212013)

Abstract: The international production segmentation makes it necessary for the global value chain to face
the important impact of asymmetric trade policy among countries. The imposition of tariffsraises the price
of intermediate products across the border, and increases the price of downstream products in which
intermediate products are used as input. Then, it will be further transferred to the downstream along the
global industrial chain and value chain. Based on the existing theoretical model, the paper relaxed the
assumption that the direct consumption coefficient was unchanged, and established the multi round
recursive model of input-output matrix. The improved model was used to simulate the global price pass-
through effect of tariff imposed on each other by China and the United States. The simulation results show
that the tariff imposed by the United States on all China’s intermediate products causes the price increases
in most industries in the United States to varying degrees, and the industries that are influenced more are
automobile manufacturing industries; however, the effect of price increases has time attenuation effect.
Meanwhile, the tariff imposed by the United States on China also has a great impact on the prices of
products in Canada, Mexico and other countries, indicating that there is a significant differenceof spatial
spillover effects. The impact of China’s tariffs on the global price is very small, and the impact on the
prices of various domestic industries is more balanced. Under the global value chain structure, because
enterprises can adopt various hedging strategies such as foreign investment, the price interaction between
industries is more a non-linear transmission than a linear transmission. The final effect depends on the
comprehensive effect of the embedded degree and location of different countries and regions in the global
value chain.

Key words: tariff; intermediateproducts; price pass-through effect; global value chain; China-US trade



