Trade In Value-Added
East Asian Perspective
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International value distribution of iIPhone

Retail price of
IPhone in 2009

= $500

(64% margin for
the Apple)



Cost structure of parts for iIPhone3G

Manufacturer Components Unit Price
Toshiba (Japan) Flash Memory US$24.00
Display Module US$19.25
Touch Screen US$16.00
|Samsung (Korea) Application Processor US$14.46
SDRAM—Mobile DDR US$8.50 |
Infineon (Germany) Baseband US$13.00
Camera Module US$9.55
RF Transceiver US$2.80
GPS Receiver US$2.25
Power IC RF Function US$1.25 |
Broadcom (US) Bluetooth/FM/WLAN US$5.95
Numonyx (US) Memory MCP US$3.65
Murata (Japan) FEM US$1.35
Dialog Semiconductor [Power IC Application Processor
. US$1.30
(Germany) Function
Cirrus Logic (US) Audio Codec US$1.15 |

Others

US$48.00
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International value distribution of iIPhone
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The US trade deficits with China
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Intermediate
Transaction

Value Added

Input-Output Table (3 sectors)
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Production spillover 1st-round
(car industry) Impacts







Production spillover
(car industry)
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Main Data

OECD-WTO TiVA Database

http://stats.oecd.org/Index.aspx?DataSetCode=TIVA_OECD WTO

Reference years: 1995, 2000, 2005, 2009, 2009

Country/regional coverage: 58 countries (including “The
Rest of the World”) + 7 regions (including the world total)

Industrial sector classification: 18 sectors



The origins of value-added
embodied in gross export (2009)
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US trade deficits with selected Asian
countries (2009)

Million USS
0 20,000 40,000 60,000 80,000 100,000 120,000 140,000 160,000 180,000 200,000

CHNA -
<—33% —>

JAPAN E

O Traditional approach
KOREA B Value-added approach




Trade In Value-added
measures

International trade as
a flow of values
rather than of products.



Measuring trade in terms of
value-added allows us:

 To provide a more realistic view about
bilateral trade in the light of
international production sharing;

e To link trade policies to crosscutting
economic/social issues, thus drawing a
comprehensive roadmap for
International trade as a main driver of
economic development.
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Fragmentation: A definition

Deardorff (1998)

The splitting of a production
process into two or more
steps that can be undertaken
In different locations but that
lead to the same final
product.



Boeing 787 Is made In ?7?
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Forward fuselage: Japan, US

Al III

Wing box: Japan Centre fuselage: ltaly \
Wing ice protection: UK

|
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| Escape slides: US

e Rear fuselage: US L= \|
| Fo| L
Vertical stabilizer: US Doors & windows: US \ 'mlm
\ Flight deck seats: UK
& g /

Raked wing tips: Korea \ I
i "

Horizontal stabilizer: ltaly

Flight deck controls: US
= 2

Ealu
Engines: US, UK

Engine nacelles: US
Bl

Landing gear: France ®
Electric brakes: France
Tires: Japan

.|.

Auxiliary power unit: US

Passenger doors: France

Cargo doors: Sweden ®

Centre wing box: Japan

Prepreg composites: Japan

= ==
Tools/Software: France Final assembly: Boeing
Navigation: US Commercial Airplanes, US

Pilot control system: US
Wiring: France




2009 US trade balance in iIPhones

(million US$)
»
[ ]
-2,000 -800 -700 -800 -500 -400 -300 -200 -100 O 0 -100 -200 -300 -400 -500 -600 -700 -800 -2,000
L
Of which:
00 I S China -
Japan [
Korea = I 250
Restof I <
World

Traditional measurement Value-added measurement



A schematic image of
the Asian International Input-Output Table

Intermediate Demand (A) Final Demand (F) Export (L)
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code| (A (AM) (AP) (AS) (AT (AN) (AK) (AJ) (AU)| (FD) (FM) (FP) (FS) (FT) (FN) (FK) (FJ) (FU) | (@) | @H) | LO) | W) | (QX) | (XX)
Indonesia (AI) AII AIM AIP AIS AIT AIN AIK AIJ AIU FII FIM FIP FIS FIT FIN FIK FIJ FIU LIG LIH LIO LIW QI xl
Malaysia (AM) AMI AMM AMP AMS AMT AMN AMK AMJ AMU FMI FMM FMP FMS FMT FMN FMK FMJ FMU LMG LMH LMO LMW QM XM
Philippines (AP) API APM APP APS APT APN APK APJ APU FPI FPM FPP FPS FPT FPN FPK FPJ FPU LPG LPH LPO LPW QP XP
Singapore (AS) ASI ASM ASP ASS AST ASN ASK ASJ ASU FSI FSM FSP FSS FST FSN FSK FSJ FSU LSG LSH LSO LSW QS XS
Thailand (AT) ATI ATM ATP ATS A'IT ATN ATK ATJ ATU FTI FTM FTP FTS F'IT FTN FTK FTJ FTU LTG LTH LTO LTW QT xT
China (AC) ACI ACM ACP ACS ACT ACN ACK ACJ ACU FCI FCM FCP FCS FCT FCN FCK FCJ FCU _
Taiwan (AN) ANI ANM ANP ANS ANT ANN ANK ANJ ANU FNI FNM FNP FNS FNT FNN FNK FNJ FNU LNG LNH LNO LNW QN XN
Korea (AK) AKI AKM AKP AKS AKT AKN AKK AKJ AKU FKI FKM FKP FKS FKT FKN FKK FKJ FKU LKG LKH LKO LKW QK XK
Japan Ad) AJI AJM AJP AJS AJT AJN AJK AJJ AJU FJI FJM FJP FJS FJT FJN FJK FJJ FJU LJG LJH LJO LJW QJ XJ
USA 7)) AUI AUM AUP AUS AUT AUN AUK AUJ AUU FUI FUM FUP FUS FUT FUN FUK FUJ FUU LUG LUH LUO LUW QU XU
Freight and Insurance _ (BF)| BA' BAY BA" BAS BA' BAY BAX BA’ BAY| BF' BF™ BF® BF® BF' BFN BFf BF’ |BFY
Import from India ©c®) AGI AGM AGP AGS AGT AGN AGK AGJ AGU FGI FGM FGP FGS FGT FGN FGK FGJ FGU
Import from Hong Kong (CH) AHI AHM AHP AHS AHT AHN AHK AHJ AHU FHI FHM FHP FHS FHT FHN FHK FHJ FHU
Import from EU (CO) AOI AOM AOP AOS AOT AON AOK AOJ AOU FOI FOM FOP FOS FOT FON FOK FOJ FOU
Import from the R.O.W.  (cw)| AV AYM AWP AWS AWT AVN AWK AW FAWUL pWE WM WP E WS pWT FWN WK pWI WU
Duties and Import
Commodity Taxes om)| DA' DA™ DA? DAS DAT DAY DAX DA’ DAY| DF' DFM DF® DF° DF' DEN DF¢ DF’ | DFY
Value Added on| VWV A AR
Total Inputs x| X' xM xP x® X' xNox o x?  xY * Each cell of A** and F** represents a matrix of 76 x 76 and 76 x 4 dimension, respectively.




The share of processing trade in China’s
total gross export: 1987-2011

Year 1987  1992' 1997, 2002
Share (%) 22.34° 46.64  54.52|1 55.27
Year 20071 20101 2011
Share (%) 50.711 46.921 44.00




	Trade in Value-Added��East Asian Perspective
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Value-added
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Slide Number 20
	Measuring trade in terms of�value-added allows us:
	Slide Number 22
	Slide Number 23
	Fragmentation: A definition
	Boeing 787 is made in ??? 
	Slide Number 26
	Slide Number 27
	Slide Number 28

