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Global Value Added Chains (GVCs) System
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GVC:

Main Hypothesis

» The concept of Made in the World products
« Creation of Global Value Added Chains

What’s the real global output?

~19

~5

28%

~14

Gloekz(csjlog;:;oss Global export in VA Overlve(?llzlo’rlon Global GDP S)lgzglsir;ses Global export in VA
(till. USD) (trill. USD.) (%) (trill. USD.) of GDP(%] share of GDP (%)
17,1 13,7 19.4 57,9 29 24
° Source: OECD-WTO
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Kazachstan
South Africa
Argentina
Canada
Brazil
Turkey

USA

Mexico
India
Indonesia
Australia
China

Saudi Arabia
Japan
Russia
Germany
Finland
Netherlands
Belgium
Korea
Malaysia
Belarus
Singapore

Luxemburg

GVCs Participation

| - backward participation (import
component share in country’s

= export);

mil
Il - forward participation (country’s
local value added in other
counftries’ export).

Source: GTAP °4



Sectors’ Participation in GVCs

» Services sector share is much higher in terms of value added than in
gross indicators

Extractive industries Manufacturing Services sector
II 18 37 45
I 12 65 23
[ [ [ [ [ [ [ [ [ [
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

| — gross export, Il — export in terms of value added.
Source: OECD-WTO
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Main Challenges and Prospects for GVCs
Participation
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“Asian Factory” Evolution

Value Added to:

Value Added from:

Singapore
Malaysia
Indonesia

Philippines
Thailand

China
Korea
Taiwan
Japan

changes (1985-2000)
Singapore
Malaysia
ndonesia 3%
Philippines -
Thailand -
-5% 2%

OQI
O
Iog

C|< 7N =3

% QQ

> 0|5
ala

Taiwan -
apan 9% 1% 5% 13% 6% 1% 2% 6% | 1%
4% 4% 1% 6% 4% 0% 3%
EU and RoW -28% 6% -8% 4% 1% 3% % 2%

Source: IDE-JETRO

Strategies: GVCs participation and GVCs upgrade.
The first stage: developing economies become recipients of TNCs offshore production.
The second stage: value added connection increase.

Import complementarity strategy is considered to be source for GDP growth, national production competitiveness
increase, GVCs forward links creation.
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“Asian Factory” Evolution

Relative changes of local component in value added chains can not be the most appropriate target for trade policy.
Practice shows, that even if the share of national content decrease, absolute share may increase.

China participation in GVCs, % China participation in GVCs, bill. USD
120% 500
450
100% - 400
50% - 350
300
60% - 250
200
40% 150
A7 100
50
0% - . 0 L e ,
1995 2009 1995 2009
ASEAN participation in GVCs, % ASEAN participation in GVCs, bill. USD
120% 200
100% -
150
80% -
60% - 100
40%
50 -
20%
0% - . 0 - .
1995 2009 1995 2009
National value added Foreign value added

Source: OECD
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Main Challenges and Prospects for GVCs
Participation

The main risks of high level of GVCs involvement

v export of products with low level of processing may lead to product concentration and
significant dependence from global economic trends;

v’ domestic market oriented assembly and processing production may lead to higher level
of competition between national companies;

v political risks (namely, current political constrains and relations between Russia and
western countries).

Effective GVCs participation means national comparative advantages utilization.

Strategy and main tasks:
- to understand national comparative advantages;
- to find specific market niche.

Main benefits:

- natfional components can not be supplemented;
- reduction of displacement risks.
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Case Study: APEC Rural Development Initiative

Approximatel

Free and y 70% of the
open trade world’s

& extreme poor Human

iInvestment R VRTENITE AR

areas.

Favorable,

Integration sustainable
& In some A.PEC . g
cooperation developing environmen

economies,
over 80% of
the poor are
in rural areas.
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Case Study: APEC Rural Development Initiative

. * APEC economies agreed to reduce applied tariff rates to
2012 Environmental Goods [ percent or less on these environmental goods by the

List end of 2015.

* Proposal “Promoting Trade in Products which Contribute to
Sustainable and Inclusive Growth through RDPA” (to
consider the inclusion of palm oil and natural rubber).

2013 Indonesia Initiative

e Tariff are on average for agricultural goods compared to
manufactured goods.

PSU Study 002 A0l i = e EST 5 » The analysis identified products with good potential for
global export.

Cebu Trade PO|ICV D|alogue * Trade liberalization advances RDPA when supplemented
with lower TBT and supply-side government policies.

* Main goal is to reduce NTM on a specific set of the

2016 Indonesia Initiative exported products, which may “positively contribute to
rural development and poverty alleviation”.
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GVC-related Trade Policy Agenda
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New GV(Cs-related Trade Issues

v’ concept of corporate protectionism;
v importance of “behind-the-border” regulation;

v cross-cutting issues — IPRs, electronic commerce, ROOQOs, services
sector, trade facilitation etc;

v existing GVCs conservation on the basis of regional trade blocs.
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New GV(Cs-related Trade Issues

14.1

Trade Facilitation Measures

® Full Implementation @ Partial Implementation

15.1

12.9

Developing Economies

EEU Members:

» high level of fransparency;
» new EEU customs code;
» road-maps developing.

Source: WTO

Developed Economies
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New GVCs-related Trade Issues

Gross export and export in terms of VA:
Trade in services, 2015 > Services share in gross export - 23%.
» Services share in terms of VA — 45%.

i rt
Services expo WTO members with the largest amount of services liberalization
RAS >~ member World trade share requests
23 economies i
( ) Export (oill. USD) (%) WTO member Number of requests
Philippines 19
EU 784 24,7 Thailand 19
18
. 5] 183 18
Japan 142 4.5 18
Hong-Kong, China 121 38 17
Switzerland 94 3,0 15
o 94 3.0 12
2
= nEele e 2 13
fustolo il LS 13
Other TISA members 218 7,0 11
All TISA members 2160 68,1 11

GATS vs TISA:
» National freatment principal will be used horizontally for all services sectors (exceptfions are according to individual economies’
obligafions).
» New globally regulated frade policies (without national government intervention).
» Modadalities of internal regulation (licensing procedures) + international maritime transport, electronic commerce, telecommunications,
post services, financial services e.t.c obligations are under negoftiations.
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Current Trade Policy Agenda

Numerous existing and emerging regional initiatives on trade liberalization, socio-economic and infrastructure cooperation have become
increasingly intertwined, interdependent and cross-cutting. Older integration initiatives are deepening the level of cooperation as well. New
initiatives, including mega-blocs and deep PTAs are coming into being. Partly, the under-going negoftiations on regional architecture
development include WTO+ elements.

TTIP TTP RCEP EEC
Services + + +
Investment it + + +
NTMs + + + +
IPRs + + + +
Competition policies i + + +
Government procurement + + +
Electronic commerce + + 4
State-owned enterprises + +
LCRs + + +
Employment + + +
Environment + +
SMEs + + +
Regional blocs members: International treaties members:
Trans-Pacific Partnership — USA, Australia, Japan, Korea, Canada The Trade in Services Agreement — USA, EU, Japan, Australia, Canada, Korea
Regional Comprehensive Economic Partnership — China, Japan, Australia, Korea Environmental Goods and Services — USA, EU, China, Japan, Australia, Canada, Korea
Transatlatic Trade and Investment Partnership — USA, EU Information Technology Agreement (expansion) — USA, EU, China, Japan, Australia,

Canada, Korea

Main risks:

> switching from multilateralism towards regionalism;

> multilateral negotiations are driven by consolidated regional interests;

> horizontal harmonization of trade and investment rules of regulation on the regional level;

> global trade fragmentation and GVCs conservation. 18
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Current Integration Agenda
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New Patterns of Regional Integration

New FTAs: Mega-regionals:

China-Rep. of Korea Transpacific Partnership

Rep. of Korea Canada Transatlantic Trade and Investment
Japan - Australia Partnership

Rep. of Korea - Australia Regional Comprehensive Economic

Partnership

Services
“
Investment 87
—
Transparency 81 Share of FTAs, concluded after 2001.
1+1 1 ﬁ 72 H H icl
Competition Policy - which incorporate WTO+ provisions
IPRs M 69 OECD Policy Papers

TBT s 67
SPS s 65
Government procurement s 57

Export restrictions s 5 Competition Policy ks 70
Investment e 55
020 40 60 Capital movement i —— 54

Environment e 44
Agriculture s 32
Technologies s 31
Regional cooperation s 30
Education s 28
Energy s 27

Share of FTAs, concluded after 2001.
which incorporate WTO-X provisions
World Trade Report

e 0 20 40 60 8o °*O



Asia-Pacific Regional Architecture

Papua-New Guinea
Hong Kong, China
Chinese Taipei

Brunei
Laos Indonesia Singapore
Cambodia Thailand Viet Nam
Myanmar Philippines Malaysia

Columbia
ASEAN
PA
Australia
New Zealand
China Japan
Rep. Korea
- FTAAP
Armenia -
Belaris Russia
Kazakhstan
Kyrgyzstan EAEU
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Transpacific Partnership
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Are willing to participate
Rep. of Korea, Philippines, Thailand, Taipei, Indonesia, Costa-Rica and Columbia

“mmmmmm--
Zealand total

FTA export share of total export 7,5 4,5 6,4 9,4 7,9 6,9 8,4 5,7 100,0
FTA import share of total import 77,4 57,4 92,5 95,5 93,9 53,0 96,4 82,2 100,0 95,3 75,9 83,5 81,7

2025 GDP growth rate
(2010r is a basic year), %

I T

2005 — Pacific 4 (P4) — Singapore, New Zealand, Chile, Brunei
2008 — TPP initiative - P4, USA, Australia, Peru, Viet Nam
Current members — 12 economies

v

» Trans-Pacific Partnership Agreement was signed by the ministers of 12 countries in
Auckland, New Zealand on 4th of February 2016.

» The Agreement covers the wide range of issues (IPRs, e-commerce, environment,

government procurement, competition, labour, regulatory coherence), some of them have Canada e
been discussed under other international fora frameworks, but neither consensus has AT 2,12
been reached, or the decisions have been made on non-binding basis. Japan 0,58
» Transpacific Partnership is considered to be a new generation free trade agreement. Malaysia 2,24
Particularly, TPP incorporates some new issues, which have not been covered by previous Viet Nam 1427
free trade agreements. . 0,00

» Russia and China are not members of TPP, nevertheless both countries are focused on .
intensifying its regional integration processes. A number of regulatory measures, reflected Indonesia o
in TPP, have been already implemented in Russia and China. In some cases, the TPP Philippines 9,12
standards may be effectively used within Russia and China agreements with the third Russia -0,03
parties (or China-EAEU agreement). Some TPP provisions may contradict national strategic Chinese Taipei -0,2
interests of both countries. EU 0,01
India -0,01
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Prospective Integration Agenda

GDP and population
shares of global
indicies

\ TTIP
N\ GDP:33% o --
\ - =
\ Pop.:11.5% \\ ==
TPP
GDP: 28.0%
S I RCEP _~

Pop.: 11.3% g < !/ - 6DP: 35.7%
/7 - TPP.: 48.1%
° = p




Connectivity Agenda

Trade policy:

» To provide opportunities for mutual recognition and achieve convergence of
regulatory disciplines and standards;

» To encourage trade facilitation initiatives;

» To ensure the development of competitive services sectors and enhance
regional trade in services; Institutional

» To provide opportunities to globalize MSMEs;

» To enhance inter-governmental cooperation (efficient and transparent government
procurement markets, state-owned enterprises, public-private partnerships);

» To promote principles of transparency;

» To set an aspirational goal of launching joint comprehensive economic partnership feasibility
study between EAEU and China, which is aimed to create open and transparent goods, services
and investment regional market.

Investment cooperation:

» To ensure security of property and protection of investments;

» To promote accessibility, predictability and transparency in the formulation and administration of
investment-related policies;

» To ensure consistency and coherence of investment-related policies;

» To endeavor to launch BIT negotiations.

Global value chains enhancement:

» To identify the most prospective and potentially efficient regional GVCs;

» To identify sector-specific impediments, enabling factors and sector-specific targets, aimed to enhance regional GVCs;

» To promote supportive environment, greater transparency, regulatory coherence, good governance provisions in domestic
regulations and other related sector-specific measures;

» To stimulate the local and regional value creation in production chains.

Innovations and technologies for sustainable development:

» To promote ICT and E-Economy technologies to develop regional new markets;

» To ensure data protection, trust and confidence in the internet, security and privacy of transactions;

> To enable efficient IPRs utilization;

» To ensure the development of sustainable, innovative and secure regional economy;

» To d.evelop reliable and secure food markets.

Physical
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E-commerce:

Agreement between EAEU and China: model
discussions

1. No Party shall impose customs duties on electronic transmissions, including content transmitted electronically, between a person of
one Party and a person of another Party.

2. No Party shall require a covered person to use or locate computing facilities in that Party’s territory as a condition for conducting
business in that territory.

3. Each Party shall adopt or maintain measures regarding unsolicited commercial electronic messages.

4. No Party shall require the transfer of, or access to, source code of software owned by a person of another Party, as a condition for the
import, distribution, sale or use of such software, or of products containing such software, in its territory.

IPRs:

1. The Parties shall endeavour to cooperate through their respective agencies responsible for intellectual property, or other relevant
institutions, to enhance the understanding of issues connected with traditional (folklore).

2. With regard to protecting new biologics, a Party shall provide effective market protection through the implementation of Article
Protection of Undisclosed Test or Other Data for a period of at least eight years from the date of first marketing approval of that
product in that Party.

3. Each Party shall provide for criminal procedures and penalties to be applied at least in cases of wilful trademark counterfeiting or
copyright or related rights piracy on a commercial scale.

4. Each Party should provide administrative procedures for the protection or recognition of geographical indications through a trademark

system.

Environment and related issues:

1. With regard to biotechnologies, nothing in this Article shall prevent a Party from adopting measures in accordance with its rights and
obligations under the WTO Agreement or other provisions of this Agreement.

2. Parties acknowledge that inadequate fisheries management, fisheries subsidies that contribute to overfishing and overcapacity, and
illegal, unreported and unregulated (IUU) fishing can have significant negative impacts on trade, development and the environment and
recognise the need for individual and collective action to address the problems of overfishing and unsustainable utilisation of fisheries
resources.

Corruption:

1. Each Party shall ensure that legal persons held liable for offences are subject to effective, proportionate and dissuasive criminal or non-
criminal sanctions, which include monetary sanctions.

2.

Each Party commits to adopt or maintain laws that criminalize the offering of an undue advantage to a public official (or the solicitatign
of such an advantage by a public official), as well as other acts of corruption in matters affecting international trade or investment.



Thanks for your attention!
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