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Key points
• Global integration of production means that imported components account for a
rising share of the value of exports. Apple iPods show how a final assembler in
China captures only a small share of a product’s value.
• Official trade statistics attribute all the value to the final exporter and are uninformative or misleading about a country’s participation in global supply chains.
• This paper constructs value-added measures that incorporate the necessary production and trade data and compares them against similar measures based on
gross trade.
• The findings show that value-added measures provide a more revealing and consistent view of patterns of global integration.

Introduction
Global production has become increasingly integrated over the last few
decades, and the rise of global supply chains has led to the restructuring
of many industries. The changes have been most apparent in the electronics industry, and the United States television industry is instructive in
this regard. While US companies were significant producers of televisions
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for decades, most production shifted to Mexico in the late 1990s.1 In the
last decade, production has become truly global. Display panels use glass
produced in Japan and Korea. The
In television sets, like the
panels are then assembled in both
Apple iPod, US value accrues
of those countries and in Taiwan.
in inputs such as design and
Chipsets are designed in the US
specialised chips, but largely
and elsewhere, and produced
from retail distribution
in China, Korea, Singapore and
of finished products.
Taiwan. Assembly of television
sets for the US market, which accounts for less than 6% of the total value
of the television, occurs in Mexico and China. As with the now iconic
example of the Apple iPod, US value accrues in inputs such as design and
specialised chips, but largely from retail distribution of finished products.2
Despite mounting evidence in numerous case studies, employment
trends and production data, traditional trade statistics provide surprisingly
little support. The television and iPod examples lead one to expect a falling
share of imported intermediate inputs in US electronics imports, a decline
largely absent in the data (Figure 1) until quite recently.3 Intermediates
in total US manufacturing imports show even less change in the period.
Only certain industries, such as chemicals, show a protracted decline in
the share of imported intermediates. This puzzling lack of change in the
data is not confined to the US. Globally, there has been little evidence of
a rise in the share of intermediate inputs in total trade since the 1980s.4
Regional sourcing patterns are more instructive in trade data, though
they often have the opposite problem of overstating changes in integration. As is well known, China has accounted for an increasing share of US
imports since the 1990s, and is now the United States’ largest source of
merchandise imports. Beltramello et al. (2012) show that, more broadly,
developing countries doubled their share of global intermediate goods
trade from 1967 to 2007. But trade data can overstate the gains made
by developing countries. As the television and iPad examples illustrate,
developing exporters may capture only a small share of the value in final

 See USITC (2011) for a fuller discussion of the industry.
Kraemer et al. (2011) analyses the sources of value in recent Apple products.
3
The consolidation in supply chains following the 2008–09 global trade collapse is apparent in the data.
4
 See Sturgeon and Memedovic (2011) and Meng et al. (2012).
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