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The New International Division of Labor, Financial Integration, and Global Imbalances
Xu, Jianwei and Yao, Yang
National School of Development & China Center for Economic Research, Peking University

Abstract: This paper studies global imbalances from the perspective of international division of
labor. Countries with comparative advantage in the real economy (manufacturing and oil) export
goods so they run large amounts of current account surpluses, and countries with comparative
advantage in the virtual economy (mainly the US and the UK) export financial services so they run
large accounts of current account deficits. We construct a finance-manufacturing comparative
advantage index and study how it affects the current account surplus using a dataset of 40
countries in the period 1990-2006. Our baseline results support our story. Our robustness checks
reinforce this conclusion. In particular, we find that China’s comparative disadvantage in finance
(or comparative advantage in manufacturing) relative to the US can explain more than 40% of
China’s trade surplus with the US from 2001 to 2004. Our findings have important implications for
understanding global imbalances and China’s export-led growth model.
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* 1: 2006 FEEKFBRKBEZHANER

* 2: 2006 FEEKFHFFREHANER
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SMLF IR ARDLAT LN, BA TR N Rt A T mlyA,
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EFRCER 1.88% 1.69% 1.59% 1.42%
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INTVRZ o FlL, BTl 22 IR RE M AR DL Rl T 7 R ORI FE AR EA TR S - La Porta et. al

Tl B A AR K R R T, SRR BT, LA A AR, o I Py S A
SR, NI 530 . (ESRAEIS R, P DG SR AR S A, I LS e B R I o rh 5k
S5 AR IR DTRR A2 S
® AR 56 AR AR, I FRL AT A A B S ESOM AR 1 S8 KO
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(1998) MIBFFURIN, L@l 37 ISR R R R R P — [ ()2 A YR B R 4 25 TR 32 A7
FEARBRII G R o DRI, 0K R i i 37 0 LU AR 34 5 8 K 7 AR P AP AEAR Bk () 5T, 4
IR FEW S S AWK IR AT

AL, FRATTFIFH Levine (2002) %diE, L WDl £dl A b i £dls, 2 1980-1995
SRR BRI, 2 A SR IR R R o — E 2 I H B AR RIER, g5
8 BRI =B 0y R K P AR R A PR R BRI A R A R B AT IR,
RIS PR 11 ] SORT A R R v 1 [ R R 25 5 R B WK P R, 5 Z i TR T
Mg R—2, B PUFFIEE FANFE— D3I R AR R L AR R KSR DR L AE Ny
A g, g RN AT X T —ANZIESE, SRlmgseRlam i E R, HEY
IR K IR

% 8: . BRIV HERERSEEK BRKXR

2 W B4 /GDP
N/ IEEG RIS i AR

A | AL AL AP
SRR -1.75% -1.24*
(0.72) (0.64)

BRI R EIR -0.42%%% -0.43*

(0.16) (0.24)

HAE 47 40 46 39
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T kL Rk R HIIEEOR 90%, 95% M1 99%IK BE S N B
3.3. BfaHdr = kA S

TESE o G 2232 3, [y AR LE B Rl 3 EER L 5o iy 47 11 [ 5 A i 26 [ K B,
KAE BRI B KR FHE L Th AR R 5T = A B KR A RSN, #R L i 2
PR RS, 5 = A 5K R N AR 22 = e (R B 5K o P A, T 7t 0 < T 37 L
BALHE R ZRIRR, A Bt XM I EA ST 38 #se, L% Dgdl
B K B A (Sl 2 P ERERRAT M 5 WERASCITIESE ¥ 5%
RAAWENER), IR AAEL IR FEAS B2 AR B PP AR A fU S S5R  WVAZ T

R 9: WImHA AR

EVEA!  |CA>1.0494|CA>1.9599|CA<6.1935  |CA<8.4495  [1.9599<CA<6.1935

}J&:ﬁﬁ —2.9b%kk | -2, 61%kk | —2. 92s%kek —3. 43%k% —=3. 24%k% —5. 48%k*

° F USRI RIS IR s AR BT RAE AL B AR AD, TR K DUFD I R I T i
) P KRG . A U, AR BE BT “A LAl PTEL, B4 BRI AR T 2 . SR, 6 T
P EARZHH K MR, BV AL AR AT SR A
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