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>> Background

» Unravelling GVC activity:
1. Mapping participation (OECD-TiVA);

ii. Identifying drivers — policy and non-policy
related;

iii. Understanding consequences (benetfits, jobs,
distribution of gains etc);




The global context; the regional
factories...
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Backward participation (sourcing)
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Forward participation (selling)
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Inside Factory Asia; origin of foreign
value added...
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Increasingly inward looking...
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And evidence of complementarities...

.15

.05

-.05

.015
.01

.005

-.005

-.01

-1 @ Electrical_Equipment

®ligth_|

Brunei

® primary

Transp@imEAUREAaAhg_machinery

micals&Fuel

® services

T T

0 .02
Change in imported value added share

Fitted values ® Change Dom

Malaysia

® primary

® services

nsport_Equipment

® manufacturing_machinery
@ ligt® g Gt &ifge!

® Electrical_Equipment

T T T
-.02 0 .02
Change in imported value added share

Fitted values ® Change Dom

Indonesia

® Electrical_Equipment

0
3 -
® Chemicals&Fuel
® Electrical_Equipm
© TransEof Hmgentachinery
o
0
? 7 ® services
® ligth_manufacturing
= Jd
i
T T T T
-1 -.05 L 0 .05 A
Change in imported value added share
Fitted values ® Change Dom
Philippines
[So R
o
-
o @ service TrapspBrt_Equipment
® manufacturing_machinery
Chemicals&Fuel
“l! - ® primary
® ligth_manufacturing
T T T
-1

0 A
Change in imported value added share

Fitted values ® Change Dom




Leading to changing global dynamics
(i.e. electrical and optical equipment)...

 Big shift from traditional sources (US, JPN, EU)
towards Factory Asia.

« Who have lower domestic value added content of
exports (EU and NAFTA — 83%)

DOMESTIC VALUE ADDED IN EXPORTS
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But what Is the nature of the product
produced?
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Shares of pies or growing pies?
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>> What iIs it about?

* The efficient functioning of GVCs (hence the
participation of economies in GVCs) depends on the
eaSﬁ/ smooth circulation of productive resources
within GVCs: goods (final and intermediate), services,

capital, people, human capital, technology;

* GVCs are about imports and exports;
- Barriers to import = taxes on exports

« Trade facilitation + efficient services




And what role for RTAS?

« Economies can gain by reducing trade distortions through RTAs

« RTAs should cover as many industries and economies as possible to
be supportive as much as possible of the whole value chain

— Should be comprehensive and take into account
complementarities between trade and other policy areas such as
investment, competition and movement of people

— The centrality of services, including for goods trade should be
taken into account

— Rules of origin may need to be updated
— Cover all significant partners in the value chain

« Covering a large number of economies and a wide range of barriers
involves trade-offs that economies in the region are currently
grappling with in the context of negotiations of “mega-regional”
agreements.




Evidence?
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// what role for policy in general?

Backward participation in South East Asia
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/ Why Is participation important?

1 2 3
per capita -I:|I:II'I1Ej‘5’[II: log of export Trade
value added in e .
sophistication concentration
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Backward log of value {lag) 0.0124* (.19 -0.232%*
-0.00568 -0.0514 -0.0488
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Standard error= in parenthezses *=** o=0.01 ** p=0.05% * p<0.1




And what are its distributional
iImplications?
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For more information

OECD Trade and Agriculture Directorate

VISit our website
www.oecd.org/tad

download our publications
www.oecd-ilibrary.org

connect with us
www.twitter.com/OECDtrade

contact us
tad.contact@oecd.org




Levels of development and participation
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/ Determinants of participation (TiVA)

Backward participation (ratio)
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