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How does Financial Development Affect the Position in Global Value Chains?
—From the Perspective of Synergy with Technological Innovation
Gu Junjian' and Zhao Yulin®
(1. PBC School of Finance, Tsinghua University; 2. School of Economics, Wuhan University of Technology)

Summary: Promoting the position of industries in the Global Value Chains is the key to achieving high—quality devel-
opment of China’s economy in the new era. There are controversies in existing literature about the role of financial develop—
ment in the position of industries in the Global Value Chains. How does financial development affect the position in the global
value chains? It remains a question to be answered.

From the perspective of synergistic development of financial system and technological innovation, this paper deeply ana—
lyzes the mechanism of financial development affecting the status in global value chains and proposes research hypotheses.
Based on data from 42 economies ranging from 2000 to 2014, this paper empirically tests the impact of financial development
on the status in global value chains and the moderating role of the deviation of financial development from technological inno—
vation. It also distinguishes the effects of indirect financial development and direct financial development.

The empirical results show that financial development significantly enhances a country’s position in the global value
chains. However, the deviation of financial development from technological innovation investment demand restrains the en—
hancing effect of financial development, which suggests the synergistic development of financial system and technological in-
novation is conducive to enhancing the status in global value chains. Moreover, financial development has a greater promoting
effect for developing countries with low position in the global value chains, and with the gradual improvement of the status in
GVCs, the deviation of financial development from technological innovation will show a greater inhibitory effect. This paper al-
so finds that compared with the indirect financial development, direct financial development has a greater effect on the po—
sition in the global value chains.

This paper provides theoretical explanations and empirical basis for the idea of “accelerating the building of industrial
system in which real economy, scientific and technological innovation, modern finance, and human resources develop syner—
gistically” proposed by the 19th National Congress of the Communist Party of China.
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