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GVCs and International Trade  

• Global Value Chains 

 

• Fragmentation of Production Processes 
– Research & Development 

– Design 

– Raw Materials / Intermediate Inputs 

– Manufacturing 

– Marketing 

– Distribution 

– Retail 

 

• Manufacturing no longer the stage of the production process 
in which the most value is added 



Rules of Origin 

• Current Rules of Origin date back to the 1950s 

– High transportation costs 

– Often a single location of manufacturing / assembly 

 

• Strong focus on the manufacturing stage  

 

• Preferential / Non-Preferential 

– ‘Wholly obtained’ 

– ‘Last Substantial Transformation’ 

– ‘Change of Tariff Classification’ 

 

 

 

 



Rules of Origin 

• Complexity of Rules of Origin: Problems 

– Trade Diversion  

– Instruments of Protectionism 

– Preference Underutilization 

• Complexity of the rules: Spaghetti Bowl  

• Costs of obtaining origin declarations 

• Fear of liability for incorrect origin declarations 

 

• Rules of Origin do not reflect modern production 

processes 

 

 

 

 

 



Proposals for Reform 

• Multilateral Proposals 

 

• Bilateral relations: a starting point for reform? 

 

• Towards a Value-Added Approach 

 

 

 

 
 

 

 

 



Proposals for Reform 

• Towards a Value-Added Approach 
– location of manufacturing > location of highest value-added 

– “ROO must factor the value (and the location) of the design, 
R&D, marketing, transport, and perhaps even the sales (retail) of 
the final product” 

– Servicification: 50% of value-added in services sectors in G-20 
countries 

 

• How to design such a rule? -> ‘more than x% added in 
country ‘x’? 

 

• What factors should be taken into account? How to 
document the value-added in certain steps of the 
production process? 
 

 

 

 

 
 

 

 
 



Conclusion 

• Main findings: 

– GVCs have drastically altered global commerce 

– Preferential ROO are complex, cumbersome and often cause 

business to forego preferential tariff treatment 

– Progress on the multilateral track is slow, there is a need to use 

bilateral agreements (RTAs) for reform 

– A value-added approach would be better suited to the realities of 

modern business conditions 

 

 



Questions / Suggestions 
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