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Why focus on GVCs and TiVA

Increasing complexity of globalization due to the
fragmentation production by the way of trade-
investment-service nexus. “what you see is no
more what you get”.

Almost everything is made in GVCs. The value
creation and distribution depend the degree and
position of participation of a country in GVCs.

Policy implications: “you can’t manage what you
can’t measure”

Policy supports -> improve comparative
advantages and competitiveness
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Trade linkages
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Trade linkages
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Value Chain Networks in Asia

Source: Inomata (2012)



Asian economies have relatively low applied tariffs on imports

Range of MFN applied duties

in selected in rest of
Asian economies the World
Duty free - 2.5%
2.5% - 5.0%
5.0% - 7.5%

7.5%0 - 10.0%
10.0%6 - 12.5%
12.5% - 15.0%
m 16.00 +
Mo available data

Source: WTO



GVC participation vs FDI inward

GVC Participation vs FDI Inward Stock GVC Participation vs FDI Inward Stock
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"Not just because of Cheap labor”

The US lacks the sheer labor capacity
required to ramp up production

The period to hire 8,700 engineers to
manage 200,000 factory workers is:

09

Months

Source: http://financesonline.com/how-iphone-is-made/
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m Growth rate of Value-added gain by Exports
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Value added induced by export grew much faster than value
added itself, although value added induced by one unit

export has decreased between 1995 and 2005.

Source: Meng et al. (2012)



Policy Discussion

From trade in products to trade in processes -> policy can improve
firm’s accessibility to GVCs from selling goods to coordinating and
synchronizing processes (first become a part of GVC -> move up)

New approach: exports are good; and imports are essential ->
value gain depends on GVC participation degree and position

Trade and investment are complementary: liberalizing investment
is as important as eliminating tariffs

“Moving up” in GVCs requires developing capabilities->Logistics,
investment in education resulted in high-skilled and easily-
trainable workforce, political stability...-> policy package
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