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An “import from China”
Globally integrated
R&D, design – US
Hard drive – Japan
Display screen – Japan

The iPod

Display screen – Japan
Other parts – US, Korea, 
Taiwan
Assembly – China



• “An import from Hungary or Mexico”
• Globally integrated 
• R&D – Canada
• Manufacturing – Hungary, Mexico

The Blackberry

• Manufacturing – Hungary, Mexico
• After-sales service –Canada 
• Screen – Japan
• Other parts –US, Asia, Europe? 
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Final assembly

Development, manufacturing of 
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Accelerating Global/ Regional 
Supply Chains
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Source: Conference Board of Canada; UN Comtradevia World Integrated Trade Solution.  
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· Local presence allows access to markets, 
technology, talent 

· Important for distant markets, services

Accelerating Foreign Affiliate Sales

· For example: 
– Canadian banks sell through London branches
– Germany’s Siemens has  offices across Canada
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• Trade in tasks

• Services increasingly tradable

Trade Takes Place Via Many Routes

• Internet sales 

• People movements
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Services increasingly tradable

Trade Takes Place Via Many Routes

People movements



Integrative Trade 
• Integrative trade “missing” from conventional analysis

• Integrative trade boosts productivity/competitiveness 
(Mann, Trefler) 

• Expansion abroad increases trade, domestic investment 
(OECD, Desai/Foley)

• Some measures and policies reflect integrative trade; 
many still do not

www.conferenceboard.ca

Integrative Trade 
Integrative trade “missing” from conventional analysis

Integrative trade boosts productivity/competitiveness 

Expansion abroad increases trade, domestic investment 

Some measures and policies reflect integrative trade; 



Canada-EU Integrative Trade

• Context: Canada-EU trade negotiations 

• Canada-EU relationship broader than conventional 
trade 

• Services, investment, foreign affiliate sales critical

• Integrative trade policy �
negotiating position 
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EU Integrative Trade

EU trade negotiations 

EU relationship broader than conventional 

Services, investment, foreign affiliate sales critical

� more constructive 



Integrative Trade: 
A Creative Approach

• Aims: 
– Enhance existing statistics and expand conception of trade 

(not trying to change national accounts)

– Relevance, not perfection – Relevance, not perfection 

– Conservative, broad magnitudes, trends

• This is only one possible approach 

www.conferenceboard.ca

Integrative Trade: 
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(not trying to change national accounts)

Relevance, not perfection Relevance, not perfection 

Conservative, broad magnitudes, trends
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What We Do
• Partly address 

– Undercount for services

– Transshipments

• Estimate two-way foreign affiliate trade

• Complement with intermediate trade, value

• Take a regional supply chain approach

www.conferenceboard.ca

What We Do

way foreign affiliate trade

Complement with intermediate trade, value-added trade

Take a regional supply chain approach



Volvo: Supply Chains 
Largely Regional

Volvo: Supply Chains 
Largely Regional

Source: Baldwin, 2009. 



Highly Integrated EU Supply Chains
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Source: Johnson and Noguera, Conference Board of Canada.

Highly Integrated EU Supply Chains

. Source: Johnson and Noguera, Conference Board of Canada.



Limitations
• Do not capture where value is created
• Do not capture 

– Services trade via people movements except for tourism
– Some but not all internet trade
– SME role
– Sales directly from outsourced activities 

• Out FDI to Europe understated due to OFCs 
• MNC activity hard to allocate across countries
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Limitations
Do not capture where value is created

Services trade via people movements except for tourism
Some but not all internet trade
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Our Terminology

• Outward integrative trade
– Enhanced export figures where appropriate
– Foreign affiliate sales 

• Inward integrative trade 
– Enhanced import figures where appropriate
– Foreign affiliate sales 
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Our Terminology

Outward integrative trade
Enhanced export figures where appropriate

Inward integrative trade 
Enhanced import figures where appropriate











Limited Canada-EU Supply Chains

60

70

80

90

100

Canada-US

Source: Johnson and Noguera, Conference Board of Canada.

Value 
added 

Value 
added 

0

10

20

30

40

50

US Imports US Exports

%

EU Supply Chains

60

70

80

90

100

Canada-Germany

Source: Johnson and Noguera, Conference Board of Canada.

Value 
added Value 

added 

0

10

20

30

40

50

German Imports German Exports



Limited Canada-EU Supply Chains
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Key Findings
• Can-EU integrative trade larger than traditional

• Growing rapidly

– But more so in the case of inward integrative trade

– EU active and expanding in Canada– EU active and expanding in Canada

– Huge outward untapped potential by comparison

• Integrative services trade matters

– Contrast in trends and level

– And in/out services FDI growing faster than goods
www.conferenceboard.ca

Key Findings
EU integrative trade larger than traditional

But more so in the case of inward integrative trade

EU active and expanding in CanadaEU active and expanding in Canada

Huge outward untapped potential by comparison

Integrative services trade matters

Contrast in trends and level

And in/out services FDI growing faster than goods



Key Findings (cont’d)

• Foreign affiliate sales matter

• FDI drives Canada-EU relations more than 
traditional tradetraditional trade

• Limited supply chain activity relative to US 
trade
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Key Findings (cont’d)

Foreign affiliate sales matter

EU relations more than 

Limited supply chain activity relative to US 



• An “integrative trade” approach to negotiations, policy

• Significant untapped potential from the relationship
– Especially on the outward services side  

• Canada trades in services

Policy Implications  

• Canada trades in services
– Different policies required (e.g., visas, professional 

qualifications) 

• Recognize possible  short term costs versus long
benefits
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