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Dornbusch et al. (1977) discussed the specialization of trade model with a
continuum of final goods. The contributions by Sanyal and Jones (1982), Dixit
and Grossman (1982), and Sanyal (1983) further examined issues concern-
ing trade and vertical specialization with multistage production.!
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sectors in Taiwan and Korea have been steadily increasing and have ac-
counted for more than 90% of the total VS shares of exports.® For Taiwan,
the growth in VS
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industry j can be measured by

VS
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It follows that we have
VS=VS —VS=uAM[(AP)'x + (AP)?x + - - (AP)kx]. 9)

Because VS and VS
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Table 2. VS as a proportion of exports (VSS ) for sectors and industries (Taiwan).

(%)
Sectors 1981 1984 1986 1989 1991 1994 1996 Average
Agriculture 26.86 29.16 28.70 29.46 30.34 29.08 30.99 29.23
1. Agriculture, forestry 28.57 26.18 24.62 24.85 21.56 24.21 23.67 24.81

and fisheries
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Table 3. VS
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Table 5
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Table 6. Extra contribution of VS trade due to the domestic input-output linkage (as a propor-
tion of exports for sectors and industries in Korea).

(%)
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growth process right now. Consequently, the computing detailed industry-
level VS measures over time for Taiwan and Korea could shed some light
on the export boom that was part of their growth miracle, as well as provide
hints about what is happening and what will happen in China.

Appendices

Table A-1
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Table A-2. (Continued)

Sectors 1981 1984 1986 1989 1991 1994 1996

10. Metal products 182,031 253,144 341,309 644,598 822,112 1,121,091 1,723,707
and machinery
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Table A-3. (Continued)

CHEN AND CHANG

Sectors 1980 1983 1985 1988 1990 1993 1995
13 Construction 632 3,180 5,164 4,900 3,971 1,543 2,505
14 Wholesale and 11,152 16,476 17,968 32,985 34,481 45,098 41,625
retail trade

15 Restaurants and 289 535 551 1,843 1,157 2,191 65
Hotels

16 Transport Warehousing 39,954 65,568 70,721 67,901 70,137 101,426 185,534

and communication
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13. Hummels et al. (1998) analyzed the growth in exports due to increases in the degree of

14.

vertical specialization in trade for some OECD countries. They found that for Canada
and Netherlands, nearly one-half of this growth was due to VS-based trade. For France,
Denmark and the U.K., it was about one-quarter to one-third. But for the U.S., Australia,
and Japan, the amount was even smaller.

Taiwan’s |10 tables are published by Directorate-General of Budget, Accounting and
Statistics, Executive Yuan, Taipei, Taiwan. It offers two different versions of transaction
tables of imported goods and services. One table records import values including tariffs
whereas the other table reports only import values excluding tariffs. We calculate the
differences between the import values with and without tariffs to obtain tariffs for the 123
sectors. We then calculate tariff rates for the three major sectors (agricultural, manufac-
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