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The new geography of growth

FDI shifting east

Foreign direct investment (FDI) provides recipient countries with access to new technologies and generates
knowledge spillovers for domestic firms and additional investment in research and development (R&D). In the
last 15 years FDI flows have tripled. FDI inflows to Europe still exceed those to the rest of the world, but FDI flows
to China and the rest of South-East Asia have leapt from an average of about USD 50 billion a year in 1995-99 to
about USD 150 billion a year in the latest period. The United States remains the biggest recipient and investor,
with China set to become the second largest FDI recipient.

Foreign direct investment inflows, 1995-99, 2000-04 and 2005-09 
Yearly averages

Source: IMF, Balance of Payments Database, May 2011. See chapter notes.
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During the period 2003-09, EU countries invested four times as much in the BRIICS economies as the
United States or Japan. European direct investment in China averaged USD 6.5 billion a year, 75% more than that
from the United States, and over USD 9 billion a year in Brazil, four times that from the United States. In the
meantime, international direct investment by the BRIICS themselves increased substantially as these economies
became more integrated in the global economy. Average outward flows from China increased nine-fold between
the early and late 2000s while those of India increased more than seven-fold.

Outward foreign direct investment flows from EU, Japan and the United States to BRI*CS (*India), 
yearly average 2003-09 

USD billions at current exchange rates

Source: OECD calculations based on OECD, International Direct Investment Database, May 2011. Map source: ARTICQUE© – all rights
reserved. See chapter notes.
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Foreign direct investment outward flows from BRIICS, 1994-97, 2002-05 and 2006-09 
Yearly averages

Source: IMF, Balance of Payments Statistics, June 2011. See chapter notes.
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Emerging players in high-technology trade

Unsurprisingly, the crisis negatively affected the value (and volume) of manufacturing trade in the OECD area. A
look at broad trends by technology intensity indicates that the value of OECD manufacturing trade was
essentially driven by high-technology manufactures from the second half of the 1990s to the mid-2000s. Early
in 2005, OECD trade in high-technology manufactures started to drop to around the same level as trade in
medium-high-technology manufactures; at the same time, trade in medium-low-technology industries rose
sharply. The peak in the value of trade in medium-low-technology manufactures was partly due to the increase
in prices for oil, petroleum products and basic metals, notably those required for the manufacture of ICT goods.

OECD manufacturing trade by technology intensity, 1995-2009 

Source: OECD, STAN Bilateral Trade Database, May 2011. See chapter notes.
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In the BRIICS, high-technology manufacturing trade has increased continuously in the last 20 years and now
represents about 30% of their total manufacturing trade, compared to 25% for the OECD area.

What is technology intensity?

The OECD classification for manufacturing industries (high, medium-high, medium-low and low technology) is based on indicators of
direct and indirect R&D intensity and reflects to some degree technology-producer aspects. The analysis of trade flows by technology
intensity requires allocating each product to an industry. This classification has some limitations since some products from a
high-technology industry do not necessarily have only high-technology content.

BRIICS manufacturing trade by technology intensity, 1995-2009 

Source: OECD, STAN Bilateral Trade Database, May 2011. See chapter notes.
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Global value chains and world trade

The pace and scale of today’s globalisation process is unprecedented. Its distinctive features are increasing
international trade, deepening economic integration, especially in emerging economies, and greater geographic
fragmentation of production processes and more complex global value chains. A new OECD database provides
estimates of bilateral trade broken down by industry and end-use categories. It reveals how much a country’s
exports satisfy foreign household consumption or how much they are used in production processes in foreign
countries, either as intermediates or as capital goods (machinery and equipment).

How to read this figure

The width of each bar is proportional to the value of each region’s total manufacturing exports. The height of each category,
e.g. household consumption, is proportional to the share of that end-use category in each region’s exports. Converting commodity-based
statistics into industry and end-use based figures presents certain challenges. For example, personal computers and passenger cars can
be both consumer and investment goods: 6-digit HS codes do not give information on the final purchaser. As a result, it is hard to tell
whether a computer exported from country A to country B is eventually purchased by a household for final consumption or by an
enterprise as investment. For this reason, personal computers and passenger cars are shown separately.

World trade by end use, 1995 
Breakdown of world exports of goods by originating region and end use category, percentage

Source: OECD, Bilateral Trade Database by Industry and End-Use Category (forthcoming). See chapter notes.
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In 1995 the value of China’s exports was USD 148 billion, of which 60% was destined for final consumption.
By 2009, the value of China’s exports had increased more than tenfold from USD 148 billion to USD 1 529 billion
and the structure of its exports had changed substantially. The last 15 years have seen increased trade in primary
resources such as energy inputs, a more than tenfold increase in the value of exports from China, and China’s
increased role as an exporter of high-end intermediates and capital goods. OECD countries’ share of world
exports declined from 75% to 60%.

The new BTDIxE

World production value chains can be mapped by combining world trade data and multi-country input-output (I-O) tables. The OECD
STAN Bilateral Trade Database by Industry and End-Use Category (BTDIxE) is a step in that direction. It provides estimates (1990-2009) of
the values of imports and exports of goods by industrial sectors and by end-use categories (e.g. use for final consumption or as
intermediate inputs into production). BTDIxE is built by applying standard conversion keys to map products (according to
HS classifications) to ISIC Rev. 3 industries and to the Broad Economic Categories (BEC) classification. It provides a first glimpse as to
where countries are on industry value chains by identifying which categories of goods are imported and from whom and where the final
products for household consumption and investment go. Linking with OECD’s industry by industry “harmonised” I-O databases could
provide more insight into end use and eventually highlight the origins of value added in internationally traded goods.

World trade by end use, 2009 
Breakdown of world exports of goods by originating region and end use, percentage

Source: OECD, Bilateral Trade Database by Industry and End-Use Category (forthcoming). See chapter notes.
1 2 http://dx.doi.org/10.1787/888932485006
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Increasing global interdependencies

The time when all stages of production of final goods took place within an economy, and only raw materials were
imported as intermediate inputs, is long gone. Today, companies exports various stages of production of many
final goods, and now services, across many economies. This international fragmentation of production has
ballooned in the last two decades to become truly global, and many economies’ production processes have
become vertically specialised for a range of goods and services. To begin to understand this development it is not
enough to compare direct imports to measures of domestic production. For example, a computer manufacturer
who imports components may also purchase components from domestic manufacturers who have used imports
in their production processes. In that case, the computer manufacturer’s imports may contain elements
produced in its economy.

How to read this figure

The size of the bubble represents the total amount of imports, direct and indirect, embodied in an economy’s, or a region’s, total exports
of goods and services for final demand (e.g. household and capital consumption). Percentages indicate the share of that “import content
of exports” in total exports. This is broken down to reveal the origin of the imported (intermediate) content (arrows). For example, the
import content of Chinese exports for final demand is estimated to have increased from 15.2% to 27.4% between 1995 and 2005.

Import content of exports for selected economies and regions, 1995 
By economy/region of origin of imports, USD millions, at current prices

Source: OECD, STAN Input-Output Database, May 2011; STAN Bilateral Trade by Industry and End-Use Category (forthcoming); map
source: ARTICQUE© – all rights reserved. See chapter notes.
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The vertical specialisation measure, import content of exports, tries to reflect the resulting interdependencies by
determining, via input-output tables linked to bilateral trade statistics, the extent to which imported inputs, both
direct and indirect, contribute to an economy’s exports. For most economies, the presence of embodied imports
in exports has increased in the last decade (size of the bubbles). Their origins have changed, a clear sign of
growing and evolving interdependencies. For example, while in recent years China has increasingly relied on
imports (notably from Europe, Japan and other OECD economies) to produce final goods for export, other
economies (such as Japan) have seen significantly more content of Chinese origin embodied in their exports of
final goods.

Import content of exports for selected economies and regions, 2005 
By economy/region of origin of imports, USD millions, at current prices

Source: OECD, STAN Input-Output Database, May 2011; STAN Bilateral Trade by Industry and End-Use Category (forthcoming); map
source: ARTICQUE© – all rights reserved. See chapter notes.
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Increasing specialisation

Over the last three decades countries’ economies have increasingly relied on fewer sectors. The Hannah-Kay
(HK) index reflects sectors’ contributions to a country’s GDP and accounts for the extent to which economies are
influenced by larger sectors. A falling HK correspond to rising economic specialisation. G7 countries appear to
have become increasingly specialised since the 1970s, with Canada the only G7 country to experience periodic
bursts of diversification. In contrast, Korea’s HK index partially reflects the development path previously
travelled by G7 countries – early increasing diversification (into industry and services), peaking in the late 1980s,
before embarking on gradual specialisation as its new comparative advantages became evident.

How to read this figure

The figure uses the HK(2) index, which corresponds to the inverse of the Herfindahl Index. It relies on 20 sectors and takes values ranging
from 1 to 20. According to the measure used, countries can be considered diversified for values of HK(2) greater than 10, moderately
diversified for HK(2) values between 10 and 6, moderately specialised for HK(2) values between 6 and 4, and specialised for values smaller
than 4.

What happens to major sectors in the economy?

Between 1978 and 2009 business activities and the real estate sector grow – in Korea up to 2.6 times its initial value. The importance of
agricultural activities generally decreases, as does the manufacturing of textile and leather products. At the beginning of the period the
top sectors’ shares of GDP range between 15% and 22%; by the time countries specialise the top sectors’ share account for 22% to 34% of
total value added. Countries’ top-scoring sectors seldom remain the same over time, even if there is a general tendency for
manufacturing activities to lose importance progressively as compared to services. Korea is an exception, as the importance of the
transport equipment industry was multiplied by 4.2. The patterns observed for Canada and Korea mirror changes over time in the relative
importance of sectors. For instance, in Canada the share generated by mining and quarrying halved during 1978-98 (from almost 8% to
4% of GDP), and increased constantly from 1999 onwards (to almost 11% in the 2007). In Korea, experimentation in the form of alternate
phases of rise and fall characterise many sectors, including electricity, gas and water supply; construction; and financial intermediation.

Diversification index (Hannah-Kay) for selected countries, 1978-2009 
Sectoral concentration measured by shares of sectors in total value-added, current prices

Source: OECD, Structural Analysis (STAN) Database, May 2011. See chapter notes.
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Global manufacturers

Manufacturing activities have globalised over the last 20 years. In 1990 the G7 accounted for two-thirds of world
manufacturing value added but now accounts for less than half. By 2009 China had almost caught up with the
United States in manufacturing production, and the role of Brazil and India among world manufacturers is now the
same as Korea’s. As manufacturing production declines in OECD economies, the contribution of services to GDP
rises: it now represents 70% of OECD value added. In contrast to OECD economies, the industrial sector in the
BRIICS has expanded by more than 4% largely in the last 20 years, owing to a shrinking agriculture sector (–7%).
This trend is accompanied by the rising importance of the services sector in the Russian Federation, China and
India, following income growth and increased participation in global trade.

Top manufacturers in the last 20 years, 1990, 2000 and 2009
Percentage share of total world manufacturing value added

Source: United Nations Statistical Division, National Accounts Main Aggregates Database, May 2011.
1 2 http://dx.doi.org/10.1787/888932485082

Composition of GDP in OECD and BRIICS countries, 2008 
Value added of major activity groups as a percentage of total industry value added

Source: OECD, Structural Analysis (STAN) Database, May 2011; OECD, National Accounts Database and national statistical institutes,
May 2011. See chapter notes.
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