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Abstract
This paper explores how changes in both position and participation in Global Value Chain networks
affect firm innovation. The analysis combines matched patent-firm data for Japan with measures of
GVC network centrality and GVC participation utilizing the OECD Inter-Country Input-Output
Tables for the period 1995 to 2011. We find that Japan’s position in the GVCs has shifted from being
at the core of Asian value chains towards the periphery relative to other countries in the network, i.e.
becoming less “central”.  We use China’s WTO accession as an instrumental variable for changes in
Japanese centrality. Our analysis shows that increases in forward centrality — as a key supplier -
tends to be positively associated with increasing firm patent applications. Firms in key hubs within
GVCs, more specifically as key suppliers, appear to benefit from knowledge spillovers from various

customers and downstream markets.
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“This study is conducted as a part of the Project “East Asian Industrial Productivity” undertaken at the Research
Institute of Economy, Trade and Industry (RIETI). This study utilizes the micro data of the questionnaire information
based on “the Basic Survey of Japanese Business Structure and Activities” and “the Basic Survey on Overseas
Business Activities” which are conducted by the Ministry of Economy, Trade and Industry (METI), and the Kikatsu-
Kaiji converter, which is provided by RIETI. The author is grateful for helpful comments and suggestions by Kyoji
Fukao (Hitotsubashi Univ.), Fukunari Kimura (Keio Univ.), Kozo Kiyota (Keio Univ.), Yukiko Saito (Waseda Univ.),
Yasuyuki Todo (Waseda Univ.), and seminar participants at RIETI and Keio University. We gratefully acknowledge
financial support from the Senshu University Research Fellowship (2016) and the JSPS KAKENHI (Grant Nos.
15K03456 and 16H03638).
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