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o
The 1PO(

Distribution of iPod Value

China  An “Import from China”
 Globally integrated
e R&D, design —US
e Hard drive — Japan

1%

Rest ol
jsla  Display screer Japal
e Other parts — US, Korea,
Taiwan

 Assembly — China

Source: Linden et al, 2007.
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o
The Blackberr

 “An import from Hungary or Mexicc
e Globally integrated

e R&D - Canada

 Manufacturinc— Hungary, Mexict

« After-sales service €anads

e Screen—Japan

e Other parts US, Asia, Europe
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An Airplane

Bombardier C-Series |C
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Accelerating Global/ Region.
Supply Chain
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——Raw materials -#-Intermediate goods -#—Consumer goods =>Capital goods

Source: Conference Board of Canada; UN Comtvaal®Vorld Integrated Trade Solutiol
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Accelerating Foreign Affiliate Sal

Local presence allows access to marik
technology, talent

Important for distant markets, servi

For example:
- Canadian banks sell through London bran
- Germany’s Siemens has offices across Ce
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Trade Takes Place Via Many Rol

 Trade In tasks
e Services Increasingly trada

e |nternet sales

 People movemer
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.
Integrative Trads

e Integrative trade “missing” from conventional arsas

e Integrative trade boosts productivity/competitives
(Mann, Trefler)

 EXxpansion abroad increases trade, domestic invas
(OECD, Desai/Foley)

« Some measures and policies reflect integrativeeti
many still do not
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N
CanadaE=U Integrative Trac

e Context: Canad&U trade negotiatior

 CanadakU relationship broader than conventio
trade

e Services, investment, foreign affiliate sales cal

* Integrative trade policy more constructive
negotiating position
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Integrative Trade
A Creative Approac

e AIMS:

— Enhance existing statistics and expand concepfitiade
(not trying to change national accou

— Relevance, not perfectic
— Conservative, broad magnitudes, tre

e This Iis only one possible approe
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o
What We D«

e Partly address
— Undercount for services

— Transshipments
e Estimate twoway foreign affiliate trac

 Complement with intermediate trade, ve-added trad

« Take a regional supply chain appro
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Volvo: Supply Chain:

Largely Region:
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Highly Integrated EU Supply Chal

German imports from
Czech Republic and Hungary
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Source: Johnson and Noguera, Conference Board of C
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o
Limitations

* Do not capture where value Is cre:

Do not capture
— Services trade via people movements except forsim
— Some but not all internet tra
— SME role
— Sales directly from outsourced activit

e Out FDI to Europe understated due to Ol
« MNC activity hard to allocate across count
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Our Terminolog

o Outward integrative tral
— Enhanced export figures where approp
— Foreign affiliate sales

* Inward integrative trad
— Enhanced import figures where appropi
— Foreign affiliate sales
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Exhibit 1

A Broader Picture of Canada—Europe Goods Trade, 2008
($ billions; growth, per cent)
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Note: Trade is for 2008 (shown in bold); growth is annual average compound rate over 2000-08 (shown in brackets).
Source: The Conference Board of Canada.




Conventional
Missing 202 (+15.5%) imports 16 (+5.6%)
| |

CANADA Inward Integrative —

EUROPE

Conventional Missing 34 (+3.3%)
exports 12 (+2.0%)

0 $20 billion

Note: Trade is for 2008 (shown in bold); growth is annual average compound rate over 2000-08 (shown in brackets).
Source: The Conference Board of Canada.
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