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MOTIVATION

In the modern world countries trade more and more by 
integrating their production into global value chains. 

We see less of “wine-for-cloth” kind of trade, and more trade in 
intermediate goods and services. 

Value Chain (VC) model of trade: 
Forward VC Participation: Country A produces 

intermediate goods domestically, exports to Country B. Country B 
uses them to produce export goods for other countries.

Backward VC Participation: Country A imports 
intermediate goods from country B. Country A adds value 
domestically and exports to other countries. 



BENEFITS FROM PARTICIPATING IN GLOBAL 
VALUE CHAINS (GVC)

Research finds that both forward and backward linkages in VC 
participation tend to benefit participating countries, as they

- increase domestic per capita value-added embodied in 
exports (gains from trade to domestic factors of production).

- increase sophistication of exports (product upgrading)
- increase diversification of exports
- improve access to markets
- facilitate knowledge spillovers and technology transfers 
- create opportunities for Small and Medium enterprises to 

participation in and benefit from  global production. 



DEGREE OF GVC PARTICIPATION

The degree of GVC participation – different for different countries. 
Example: OECD countries

Source: OECD 2013 report (2009 data)



DEGREE OF GVC PARTICIPATION

GVC participation, non-OECD countries

Source: OECD 2013 report (2009 data)



DEVELOPING AND EMERGING ECONOMIES: GVC 
AND RVC PARTICIPATION

What about developing countries and emerging economies? 

Barriers to participating in GVC: infrastructure, weak institutions and 
contract enforcement, quality of human and physical capital, lack of FDI. 

Can countries (such as CAREC members) benefit from participation in 
Regional Value Chains? 

- RVC participation can be a stepping stone towards greater GVC 
integration

- countries can benefit from proximity, access and natural resource 
endowments of each other 

But developing/emerging economies are often very weakly integrated into 
RVC, and, as our analysis shows, CAREC countries are no exception. 



WHAT DOES THIS PAPER DO? 

• Our study is the first one to create comprehensive mapping of 
the GVCs and RVCs for CAREC region by using the inter-
country input-output matrices. 

• It aims to contribute to the empirical literature on RVC by 
assessing the trade linkages between countries in this 
group

• Empirically identify policy factors that may be associated 
with RVC participation at the country level. 



MAPPING RVC AND GVC PARTICIPATION FOR 
CAREC COUNTRIES: METHODOLOGY



METHODOLOGY



METHODOLOGY

The Global Value Chain (𝑮𝑮𝑮𝑮𝑮𝑮) participation index simply
adds the 𝑭𝑭𝑭𝑭𝑭𝑭 and 𝑫𝑫𝑫𝑫𝑫𝑫 shares for country 𝒊𝒊 and industry 𝒌𝒌
and can be expressed the following way:

𝑮𝑮𝑮𝑮𝑮𝑮𝒊𝒊𝒊𝒊 =
𝑭𝑭𝑭𝑭𝑭𝑭𝒊𝒊𝒊𝒊

𝑮𝑮𝑮𝑮𝑮𝑮𝑮𝑮𝑮𝑮 𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝒊𝒊𝒊𝒊
+

𝑫𝑫𝑫𝑫𝑫𝑫𝒊𝒊𝒊𝒊
𝑮𝑮𝑮𝑮𝑮𝑮𝑮𝑮𝑮𝑮 𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝑬𝒊𝒊𝒊𝒊



RESULTS: GVC AND CAREC-RVC PARTICIPATION
INDEX  

Value Chain participation index for CAREC countries 



RESULTS: GVC AND CAREC-RVC PARTICIPATION
INDEX



RESULTS: HOW DID PARTICIPATION 
CHANGE OVER TIME? 



RESULTS: CASE OF GEORGIA 



FURTHER ANALYSIS 

Analyze Domestic value added (DVA) and Foreign value added (FVA) associated with 
forward and backward value-chain exports for Georgia and other CAREC countries by 
industry and country.



FURTHER ANALYSIS



NEXT STEPS

• Taking the stock of forward and backward linkages between Georgia and other 
CAREC countries at the industry level. This exercise will reveal the opportunities 
for further trade cooperation and will serve as a backdrop for in-depth interviews 
with industry representatives. We will also do the same exercise for a number of 
select CAREC countries. 

• Look at the industry by industry VC participation index for CAREC countries. This 
would reveal how particular industries are integrated on the regional level and in 
global value chains. It would be instrumental for understanding which industries 
may have the highest potential for intra-regional integration. 
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