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1. Can Countries Develop through GVC

Participation?

A multipolar global economy:

3 Source: Taglioni and Winkler (2016, 28).
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1. Can Countries Develop through GVC
Participation?

positive value added gains from backward and forward
GVC integration using a panel dataset covering 61

countries.

Technology Diffusion

Transmission channels:

Demanstration Availability

L " effect & quality
effect
Market Backward/
restructuring 1“’_"“"‘1
links

Pro-competition Demand

effect effect
Demanstration Assistance

affect

- effect \

Amplification of - Demand effect
pro-competition Domestic Training effect Labor
effect > impact of GVC ; Labor turnover markets
Sus‘éa;fr;iltllllw participation effect

4
Source: Taglioni and Winkler (2016, 28).
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1. Can Countries Develop through GVC

Participation?
T T E T E T s s s TS ST ST T TR

- Traditional views neglect more nuanced interpretations that
focus on promoting not only economic, but also social and
environmental upgrading and inclusive growth.



1. Can Countries Develop through GVC

Participation?
T T E T E T s s s TS ST ST T TR

The role of GVCs for social upgrading:

-« Social upgrading refers to measurable aspects of worker
well-being (employment, wages, and working conditions)
and enabling rights (right to bargain, freedom of
association, nondiscrimination, etc.).

- The adoption of higher labor and social standards in GVC
firms results in small-scale worker upgrading, labor-
intensive upgrading, and higher-skill upgrading.

- Social upgrading can also lead to more social cohesion via
jobs and working conditions, education and skill building,
and health insurance and pensions.

- Economic upgrading does not automatically lead to social
6 upgrading.



1. Can Countries Develop through GVC
Participation?

Promoting the high-road growth model of economic and
social upgrading:

Economic upgrading

A
High-road Low-road
growth growth
SOC|aI Upgl’adlng ( oooooooooooooooooooooooooooooooo é.l.'.'.".lll.l"c.....ll.llll..) SOC|aI doanrad'ng
High-road Low-road
decline decline
Y

Economic downgrading

Source.: Adapted from Milberg and Winkler (2011, 345).



1. Can Countries Develop through GVC

Participation?
T T E T E T s s s TS ST ST T TR
- Lower labor standards are negatively correlated with the value
added gains from GVC integration as a seller, pointing to a

demand b ael /bl v verm——— e — —

VARIABLES DVA DVA DVA DVA DVA DVA

Forward links

DVAR 0.102* 0.252*** 0.232*** 0.156* 0.473*** 0.208***

(0.0610) (0.0231) (0.0238) (0.0824) (0.128) (0.0271)

FVADP 0.239%** 0.250%** 0.264%+ 0.233*+ 0.235 0.259*
(0.0261) (0.0234) (0.0275) (0.0259) (0.0298) (0.0247)

DAV R (ol [HONTe I\l 0.0115*

(0.0061)

DVAR*Vulnerable -0.0010*

Empl.
I (0.0005)

DVAR*Child labor -0.0027**
I (0.0012)

DVAR*Female 0.0016

workforce
I (0.0020)

DVAR*Wage -0.1200**

dispersion
I (0.0559)

DVAR*Minimum wage 3.2e-05
] (2:82-05)
4.899%*+ Al 7l 5.071%** 5, U672 4.886**+ 4.980%*+
_ (0.180) (0.155) (0.212) (0.184) (0.222) (0.180)
7,045 6,580 5,149 7,164 2,997 5,502
0.875 0.875 0.861 0.872 0.886 0.886
Source: Kummritz, Taglioni and Winkler (2017). Data: OECD ICIO database. *** p<0.01, **

8 p<0.05, * p<0.1.
Notes: Robust standard errors in parentheses. FVAX and DVAR lagged. All level variables in

mnatiiral lacarithmce



1. Can Countries Develop through GVC

Participation?
T T E T E T s s s TS ST ST T TR

- A better social system (% of unemployed receiving regular
unemployment benefits, and % share of workers contributing to a
pension scheme) is positively correlated with economic upgrading

through (ki it £k ———
oA oA oA oA

Forward links

0.185** 0.186** 0.166** 0.236**

I o 0.0207) 0.0262) (0.0304)
FVADP 0.239*** (0. 2235 (0. 253855 0.240***

I o (0.0240) 0.0233) (0.0267)

DVAR*Technical ILO conv. -0.0026

I (000:5)

DVAR*Unempl. insurance 0.0012**

I (0.0005)

DVAR*Pension insurance 0.0008**

*
R (0.0004)

DVAR*Health expenditure -0.0019
R (0.0031)
4,822 4.990*** 4617 5.012+*

I ) (0.161) (0.166) (0.185)

7,045 6,926 6,700 6,925

0.875 0.874 0.876 0.875
Source: Kummritz, Taglioni and Winkler (2017). Data: OECD ICIO database. *** p<0.01, **

9 p<0.05, * p<0.1.

Notes: Robust standard errors in parentheses. FVAX and DVAR lagged. All level variables in

mnatiiral lacarithmce



1. Can Countries Develop through GVC

Participation?
T T E T E T s s s TS ST ST T TR

GVCs and environmental upgrading:

- Climate change creates new challenges for GVC
participation, as firms need to ensure the predictable,
reliable, and time-sensitive delivery of goods in the long-
term.

« As a result, the global trade landscape is trending toward
more climate-friendly international standards and
mandatory sustainability reporting regimes.

« Climate-smart policy prescriptions can strengthen global
competitiveness, as the benefits of environmental
regulation often vastly outweigh the costs.

10



1. Can Countries Develop through GVC

Participation?
T T E T E T s s s TS ST ST T TR
- Lower environmental standards (more air pollution and water usage)
are negatively correlated with the value added gains from backward

GVC i n-l-nn vrakiAn
I I I ) I N I O O

VARIABLES DVA DVA DVA DVA DVA DVA

Backward links

FVAX 0.0555%** 0.118** 0.0678** 0.0638*** 0.146%** 0.0699***
I oo (0.0504) (0.0104) (0.0124) (0.0515) (0.00985)
0.258*** 0.254% 0.254%* 0.265%* 0.252%* 0.259%**
_ (0.0276) (0.0269) (0.0269) (0.0237) (0.0352) (0.0275)

FVAX*Environm. ISOs 4.6e-05
I - os)

FVAX*UNEP

conventions -0.0060
] (0.0060)

FVAX*Renewables 0.0005
] (0.0017)

FVAX*Pesticides -0.0008
] (0.0019)

0.0055*
] (0.0027)

FVAX*Water use -7.2e-05***
] (2.6¢-05)
5.651%** 5,937 5.895%** 5.875%* 6.131%** 5.870%*
B 0:) (0188  (0.187)  (0178)  (0284)  (0.189)
7,037 7,156 7,156 6,461 3,356 7,037
0.858 0.854 0.854 0.865 0.850 0.858

Source: Kummritz, Taglioni and Winkler (2017). Data: OECD ICIO database. *** p<0.01, **

11 p<0.05, * p<O0.1.
Notes: Robust standard errors in parentheses. FVAX and DVAR lagged. All level variables in

mnatiiral lacarithmce



2. Which Policy Options Do Countries Have?
e

Making
Global Value
Chains work
for Development

Daris Taghion: « Dabarah Wk e

12



2. Which Policy Options Do Countries Have?

Entering GVCs:

- Which policies help (i) create world-class GVC links and (ii)
a world-class climate for foreign tangible and intangible
assets?

Focus area Objectives Strategic questions Policy options
Which tasks? Creating world-class GVC links
— Which form of GVC participation? — Jump-starting GVC entry through EPZs
— How can tasks be identified? and other competitive spaces
Attracting foreign — Which risks? — Attracting the "right” foreign investors
: investors and Which form of governance? —| — Helping domestic firms find the
Entering GVCs facilitating domestic —>" Which form of governance between [ “right” trade partner and technology
firms" entry into GVCs lead firms and suppliers? abroad .
— Buyer- or producer-driven value — Improving connectivity to
chains? international markets
— Which power relations in GVCs?

Creating a world-class climate for
foreign tangible and intangible
assets

— Ensuring cost competitiveness

— Improving drivers of investment and

\y.| protecting foreign assets

— Improving domestic value chains and
quality of infrastructure and services

13 Source: Taglioni and Winkler (2016, 146).



2. Which Policy Options Do Countries Have?
T T E T E T s s s TS ST ST T TR

Expanding and strengthening GVC participation:

- Which policies help strengthen (i) existing GVC-local
economy links and (ii) absorptive capacity of local actors?

Focus area Objectives Strategic questions Policy options
Promoting economic Which transmission channels? Strengthening GVC-local economy
upgradingand  |==>*| Which type of economic upgrading? »|  links on the buyer’s and seller’s
densification Which type of densification? sides
Expanding and Which foreign firm and country
strengthening ' characteristics influence
GVC participation spillovers? 1 Creating a world-class workforce
Strengthening Which domestic firm characteristics [>1_ LA EE
domestic firms” =1 ; : ;
: . help internalize spillovers? - . -
absorptive capacity —| Strengthening absorptive capacity

— Maximizing the absorption potential
of local actors to benefit from GVC
spillovers

— Fostering innovation and building
capacity

— Complying with process and product
standards

— Bundling tasks

14 Source: Taglioni and Winkler (2016, 178).



2. Which Policy Options Do Countries Have?
T T E T E T s s s TS ST ST T TR

Turning GVC participation into sustainable development:

- Which policies help create a world-class workforce?
« How can climate-smart policies be implemented?

Focus area Objectives Strategic questions Policy options

Which relationship between .
economic and social upgrading? Creating a world-class workforce

Promut(ijr)g socidal Which type of social upgrading? — Developing skills
upgrading an Is downgrading a possibility? —>| — Promoting social upgrading

A\ J

amé?lg!t]ifr:’ i(,:]m Cohesion Which links between social — Engineering equitable distribution of
P sustglinabl o upgrading and cohesion? opportunities and outcomes
development Promoting - - —
environmental __,| What benefits from environmental .| Implementing climate-smart policies
sustainability regulation? “| andinfrastructure

Source: Taglioni and Winkler (2016, 198).

The integrated strategic framework for policy
intervention requires:

- 360-degree assessment of the competitiveness of a country
1s and

o ArillinmAa AAawvarrm A criacifiec cartnvre C\N/Cc +-acl/e ~nA AFc+v/i¥Finac



3. Are there Patterns of Specialization, Upgrading, and

Policy?
e
- Work at WBG to create a taxonomy of GVC participation to:

- identify “best practices” and upgrading trajectories
- inform country and sector diagnostics
- identify adequate policies for different country contexts.

-« Classification of 132 countries based on:
- measures of GVC participation as buyer and seller
- upstreamness of imports and exports (distance to final demand)

- value added shares (agriculture, commodities, manufacturing and
services).

« Four groups of GVC integration:
- Agricultural sellers: Agr, Agr-mfg

- Commodity sellers: Comm, Comm-mfg, Comm-serv, Comm-mfg-
serv

'® _ Other sellers: Mfg-serv, hubs (China, Germany, Japan, and United



3. Are there Patterns of Specialization, Upgrading, and
Policy?

- Specialization: GVC participants import foreign technology
that is used to produce and export goods, parts, components

and Sewlc%ﬁ)‘l\lWlN Capital Goods vs. BONWOUT Consumption Goods

fra
w -
Agbr
@ —
<t -
N —
O -
I I I I I
0 2 4 6 8
BONWIN Capital Goods 2014
FL Other Sellers FL Buyers
A Seller-mfg,serv o Buyer-agr,mfg
< Buyer-mfg A Buyer-mfg,serv

17

Source: World Bank (forthcoming). Data: BACI Gross Trade Data. Excludes hubs, agricultural and
commodity sellers. BONWIN/BONWOUT=eigenvector centrality based on import/export data.



3. Are there Patterns of Specialization, Upgrading, and

Policy?

- Specialization: Participants in the apparel GVC include

18

buyers and sellers with different economic structures.

BONWIN vs. BONWOUT Clothing
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BONWIN Clothing 2014

FL Res Sellers FL Other Sellers FL Buyers
® Seller-agrmfg  ®  Seller-comm,mfg =  Seller-comm,mfg,serv
4  Seller-mfg,serv  ©  Buyer-agr,mfg ¢ Buyer-mfg
A Buyer-mfg,serv

Source: World Bank (forthcoming). Data: BACI Gross Trade Data. Excludes hubs.
BONWIN/BONWOUT=eigenvector centrality based on import/export data. GVC classification based on



3. Are there Patterns of Specialization, Upgrading, and

Policy?
S

- Specialization: Participants in the electronics GVC are more
homogeneous (mainly Asian manufacturing buyers).

BONWIN vs. BONWOUT Electronics
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BONWIN Electronics 2014
FL Res Sellers FL Other Sellers FL Buyers
®  Seller-agr,mfg ®  Seller-comm,mfg ®  Seller-comm,mfg,serv
A  Seller-mfg,serv ©  Buyer-agr,mfg ¢ Buyer-mfg
A Buyer-mfg,serv
19 Source: World Bank (forthcoming). Data: BACI Gross Trade Data. Excludes hubs.

BONWIN/BONWOUT=eigenvector centrality based on import/export data. GVC classification based on



3. Are there Patterns of Specialization, Upgrading, and

Policy?
GGG G S S S S S S S S S s EE e
- Specialization: The perishables GVC offers opportunities for

countries with a large value added share of agriculture,

especia’’ T
BONWIN vs. BONWOUT Perishables
o o:ﬁqkar
&
a5 o o
o cen® o
u‘_'? | o tza
nd < R &

T T T T
1 1.2 14 1.6 1.8 2
BONWIN Perishables 2014

20

Fitted Line
Seller-agr,mfg

® Seller-agr
O Buyer-agr,mfg

Data: BACI Gross Trade Data. Includes only buyers/sellers specializing in agriculture.

BONWIN/BONWOUT =eigenvector centrality based on import/export data. GVC classification based on



3. Are there Patterns of Specialization, Upgrading, and
Policy?

- Economic upgrading: Stronger GVC integration as a buyer is
positively correlated with growth of domestic value added in exports,

lniik vrawviac v, C\/IC AvALA

FVAX CAGR vs. DVAX CAGR

Q- OLS regression results, growth of
FVAX and DVAX, 2001-11,
Q 1 by GVC group
0 GVCgroup 2011 FVAX_CAGR
0
overall 0.238
S js° agri seller 0.175
o commodity seller 0.594
otherseller
© buyer
' ' ' ' ' ' Source: Own calculations. Note:
S 10 15 20 25 30 regressions additionally control for
FVAX CAGR 2000-11 GNI per capita (in natural logarithms)
and  GVC group. Group-specific
FL Agr sellers FL Comm sellers—— FL Other sellers coefficients are obtained adding
interaction terms between the GVC
FL Buyers ®  Seller-agr ®  Seller-agr,mfg variable and GVC group. Standard
= Seller-comm = Seller-comm,mfg =  Seller-comm,segrv errors are robust to
heteroscedasticity. Only results are
Seller-comm,mfg,serv 4  Seller-mfg,serv &  Hub shown for which the p-value of joint
o o A significance  between GV(C, and
Buyer-agr,mfg Buyer-mfg Buyer-mfg,serv GVC_*group, lies within the 10%

significance threshold.

21 Source: World Bank (forthcoming). Data: EORA. FVAX=Foreign value added in exports, CAGR
2000-11. DVAX=Domestic value added in exports, CAGR 2000-11.



3. Are there Patterns of Specialization, Upgrading, and
Policy?

- Social upgrading: Stronger integration in GVCs as a seller is
positively correlated with growth of labor value added in exports,
but varies by GVC group.

22

15 20 25

10

DVA3X CAGR vs. LVAX CAGR
.per

zmb
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0 5 10 15 20 25

DVA3X CAGR 2000-11

FL Agr sellers FL Comm sellers——— FL Other sellers
FL Buyers ®  Seller-agr ®  Seller-agr,mfg
®  Seller-comm = Seller-commmfg =  Seller-comm,se
Seller-comm,mfg,serv 4 Seller-mfg,serv g Hub
O  Buyer-agr,mfg ¢ Buyer-mfg A Buyer-mfg,serv

Source: World Bank (forthcoming). Data: EORA. Domestic value added in third country
exports, CAGR 2000-11. LVAX=Labor value added in exports, CAGR 2000-11.

rv

OLS regression results, growth of
DVA3X and LVAX, 2001-11,
by GVC group

GVCgroup 2011 DVA3X_CAGR
overall 0.591
agri seller

commodity seller
other seller 0.753
buyer 0.548

Source: Own calculations. Note: All
regressions additionally control for
GNI per capita (in natural logarithms)
and GVC group. Group-specific
coefficients are obtained adding
interaction terms between the GVC
variable and GVC group. Standard
errors are robust to
heteroscedasticity. Only results are
shown for which the p-value of joint
significance  between GV(C, and
GVC *group. lies within the 10%
significance threshold.



3. Are there Patterns of Specialization, Upgrading, and

Policy?

A I IIIIInTTnmnmmmmmmmmmmmmmmmm»w
- FDI attraction matters most strongly for resource-intensive sellers. Once
they diversify into manufacturing, connectivity as measured by the LPI

becomes more important than FDI.

- Education quality becomes very relevant for manufacturing buyers, but
they also need to rely on good connectivity.

- Finally, to become a manufacturing seller or hub, countries need to have

strong innovative,caRgb e raREHILSS R Hy €355 5L BBEF VT

e d ucat I on « GVC type FDI Educ quality Innovation
seller_agr 4.05 _
seller_agr_mfg 3.00 2.54 3.40 2.92
seller_comm 5.61 2.56 3.55 3.01
seller_comm_mfg 2.93 2.78 3.59 3.03
seller_comm_mfg_serv 3.63 3.14 3.91 3.42
seller_comm_serv 4.53 2.71 3.99 3.43
seller_mfg_serv 5.55 4.71
hub 4.77
buyer_agr_mfg 4.97 2.52
buyer_mfg _ 3.20 4.40 3.52
buyer_mfg_serv 4.53 3.06 4.33 3.57

Source: World Bank (forthcoming). Note: Green refers to high values, red to low values. Most important policy objective by GVC

type highlighted in bold. *Average higher due to two outliers Ireland and Singapore with average FDI inflows of 18-19%. FDI =
23 Avg. FDI inflows (% of GDP) between 2000-2011 from WDI. LPI = Avg. Logistics Performance Index of 2007 and 2011 (1-5=high)
from WDI. Education quality = Avg mdex of educanonal quallty 1 7(best) between 2006- 201 1 from WEF. Innovation =Avg. index

AN ™A1 1 £ \AITrT



3. Are there Patterns of Specialization, Upgrading, and
Policy?

e
- “Typical” upgrading trajectories between 2000 and 2011:

— Agricultural sellers with manufacturing activity became some type of
manufacturing buyer.

— Concentrated commodity sellers diversified into manufacturing.

— More diversified commodity sellers became manufacturing buyers with
a stronger services sector.

— Manufacturing buyers diversified into services, but mainly remained
buyers.

- Shifting to commodities (downgrading?):

- Some Sub-Saharan African agricultural sellers downgraded to become
concentrated agricultural sellers.

- Many agricultural sellers shifted towards commodities.
- How to become a manufacturing seller?

- None of the manufacturing buyers with a strong services sector
became a manufacturing seller.

24 - What are the reasons (middle-income trap, country size, innovative
canacitv etc )?



4. What about SMEs?

DIRECTIONS IN DEVELOPMENT

Inclusive Global Value Chains

Ana Paula Cusolito, Raed Safadi, and Daria Taglioni

@ WORLD BANK GROUP R (




4. Large Firms drive exports and are more export

oriented, worldwide
T T T

Export intensities: export to turnover ratios in 2012, %
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4. Why worry about SMEs then?
T T E T E T s s s TS ST ST T TR

SMEs still matter for export performance.
Direct vs. indirect contribution: MEX: 7% vs. 70%; DEU: 16% vs.
61%; USA: 15% vs 58%

The typical US MNE buys more than USD 3 billion in inputs
from more than 6000 US SMEs - almost 25% of total
purchases (Slaughter, 2013)

SMEs matter for non-agri employment (Ayyagari, Demirguc-Kunt,
and Maksimovic 2011)

SMEs have a higher innovation potential in high-skill intensive,
innovative industries (Acs and Audretsh, 1987, 1988)
And they are also more agile than large firms in inter-sectorial
upgrading
Start-ups (which tend to be SMEs) are found to maintain large
firms under competitive pressure and may contribute

substantially also to employees’ training in innovative
sectors.

27
Firm productivity does not happen in isolation. The ecosystem



4. The importance of a complete firm ecosystem
T

Student's T (Turnover regression)

10
|

© Printing

o Crpp and animal produftion ~ © Metal products © Beverages
© Rubber and plastics © Food products

o © Funguigiehinery and equipr'lenmpgfggwgg Other manut.
o Wood products P Glas and Steel
g 9 Chem%da?-fmer o Electrical equipments

, o Com L'J:ﬁ;s an elegtmnics
o o gmwe iouled Pulp, Paper afln aperboar
Forgstry ana—q ﬂe&her transport equipements

o Coke and refin. pet.

o Pharmpceutical products

o]

Tobacco

------==> require more skewed distribution

-------- > require bigger firms (mean)

Source: Crozet, Milet, Taglioni (in progress)
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4. SMEs opportunities: at the low and at the high

value added end of GVCs
aaaaaaaaaaEaEEEESEESESEGESTESGTESGTESGTE ST E ST E ST ST E ST E ST E =

29

Export intensity (% of turnover) and labor productivity (Euro, ‘000 per
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4. How can SMEs increase the value added of their
production?

30

Mature engagement
Stage

4

Upgrade

GVC Engagement Process

Sourcing Producing Selling

* Organizational
capifal as core

Stage
§ aptive R&D, product and
- (ORI T e el )
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o
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[T}

GVC Engagement Intensity on the Sourcing Side

Source: Mariscal and Taglioni (2017)

GVC Engagement Intensity on the Selling Side




4. How can SMEs increase the value added of their
production?
S

Managerial and workforce skills
Innovation

Technology adoption and investment in knowledge based
capital (KBC)

31



4. Managerial and workforce skills
S

Managerial quality differs across countries with important implications
for productivity

ESTIMATED BOOST TO PRODUCTIVITY FROM

OVERALL MANAGEMENT SCORE CLOSING THE GAP WITH BEST PRACTICE, %
3.4 32 3.0 238 26 0 5 10 15 20
I UNITED STATES
S | JAPAN [—

I GERMANY —
O SWEDEN [
= ———— S CANADA e
I UNITED KINGDOM —
e —— ITALY e —
e — FRANCE —————
I AUSTRALIA s
IS NE\WZEALAND
 —————— MEXICO |
et POLAND e ———
I IRELAND 2
I PORTUGAL | —

[——— CHILE =
I GREECE OO |
|| CHINA - — |
| BRAZIL =]
— INDIA 00

Source: Andrews and Criscuolo 2013, based on the management scores and estimated
coefficients in Bloom et al. 2012.
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e

The Importance of HRM policies and On-The-Job

Training
S

33

HRM matters greatly: (Bloom and Van Reenen, 2011)

MNEs bring their HRM practices to destination countries, but
local institutions (trust) determine the degree of autonomy of
affiliate vs. parent (Bloom, Sadun, Van Reenen, 2012)

Training matters: a 1% increase in training is associated with
0.6% increase in value added per hour and 0.3% increase in
hourly wage (Dearden, Reed, and Van Reenen, 2006)

Employer sponsored training is the most important source of
further education in OECD countries (Hansson, 2009)

. It increases employability and internal promotion
prospects
. It is more effective than government financed

active labor programs, and more effective than
self-financed training

. But low-skilled gain the least and females appear
to be rationed in their training



4. Innovation

SMEs participating in international markets by innovation status,
2010-12, % of firms in relevant group
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4. Technology Adoption and Investment in KBC

- - - TS TSR
Different types of KBC play a role in GVCs

computerized information (software and databases)

innovative property (R&D and non-R&D innovative
expenditures, including copyrights, designs, and
trademarks); and

economic competencies (brand equity, firm-specific
technological and managerial skills, networks, and
organizational structures)

A recent survey of Japanese firms emphasizes the importance,
for those firms most engaged in GVCs, of:
Manufacturing skills
Brand and customer recognition
Agile and flexible organization

Greater emphasis by firms engaged in GVCs than by firms
oriented toward the domestic market also on:

cutting-edge technology
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4. Performance of Technology enabled exporters in
Jordan

NUMBER OF DIFFERENT
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Similar results hold for Chile, India, Indonesia, Peru, South Africa, Thailat
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4. The Critical Role of ICT
aaaaaaaaaaEaEEEESEESESEGESTESGTESGTESGTE ST E ST E ST ST E ST E ST E =

SMEs engagement in GVCs remains difficult

- But some SMEs manage to internationalize thanks to better
access to ICT

« SMEs and new firms more likely to populate technologically
enabled exports than traditional ones

Internet dramatically reduces the cost of finding buyers,
both globally and domestically

ICT tools, cloud computing, and open source services for
productivity, file sharing and e-platform collaborations,
finding talent, transaction, sales, “neutralize” geography

and dramatically reduce costs for cross—-border transactions,
and participation in global markets for smaller and new
entrants.
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3. Patterns of Specialization, Upgrading, and Policy

GVC integration as buyer and seller, averages across GVC

typesrz 0]
VC integration as buyer and seller

GVC type BONWIN BONWOUT FVA_EX DVA3_EX
seller_agr 16.4 33.8
seller_agr _mfg 12.1 32.4

seller_comm o

seller_comm_mfg 2.0 14.8 32.6
seller_comm_mfg_serv 2.0 19.9 30.1

seller_comm_serv 2.0 2.1 15.1 39.8
seller_mfg_serv 2.0 2.1 36.2 30.5
hub . 30.5
buyer_agr_mfg

buyer_mfg

buyer_mfg_serv

Source: World Bank (forthcoming). Data: OECD-WTO TiVA (BONWIN
and BONWOUT) and EORA (FVA_EX and DVA3_EX). Note: Green refers
to high values, red to low values.
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3. Patterns of Specialization, Upgrading, and Policy

Upstreamness and gap, averages across GVC types, 2011

40

Upstreamness

GVC type UPS_M UPS_X Gap
seller_agr 2.15 2.59 negative
seller_agr_mfg 2.30 2.38 negative
seller_comm ﬁnegaT
seller_comm_mfg 2.29 2.87 negative
seller_comm_mfg_serv 2.20 2.44 negative
seller_comm_serv 2.99 negative
seller_mfg_serv positive
hub positive
buyer_agr_mfg positive
buyer_mfg positive
buyer_mfg_serv positive

Source: World Bank (forthcoming). Data: Chor (2014) and UN Comtrade. Note:

Green refers to high values, red to low values.



3. Patterns of Specialization, Upgrading, and Policy

Value added shares, averages across GVC types, 2011

Value added shares
GVC type Agr Comm Mfg Serv
seller_agr 17.9 _ 42.7
seller_agr_mfg 24.2 104 14.6 50.7
seller_comm_mfg 7.6 27.5 14.5 50.2
seller_comm_mfg_serv 5.6 12.9 13.3 68.2
seller_comm_serv 7.3 22.5

seller_mfg_serv
hub
buyer_agr mfg
buyer_mfg
buyer_mfg_serv

12.6

Source: World Bank (forthcoming). Data: WDI. Note: Green refers to high
values, red to low values.
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3. Patterns of Specialization, Upgrading, and Policy

- Economic performance: Varying economic performances across the
11 GVC types.

GVC type 2011 GAP 2011 LP_CAGR DVAX_CAGR
seller_agr -0.44 2.7 10.8
seller_agr_mfg -0.08 2.4 11.1
seller_comm 12.5
seller_comm_mfg -0.58 4.2

seller_comm_mfg_serv -0.24 2.8 12.8

seller_comm_serv 2.1

seller_mfg_serv

hub
buyer_agr_mfg 0.15
buyer _mfg 0.18 3.0 11.8

buyer_mfg_serv 0.08 2.0 _

Source: World Bank (forthcoming). Data: Chor (2014) and UN Comtrade Data (GAP), WDI
(value added in 2010 factor prices), World Penn Tables (employees), and EORA (DVAX). Note:
Green refers to high values, red to low values. CAGR refers to period 2000-11.
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3. Patterns of Specialization, Upgrading, and Policy

- Social performance: Varying social performances across the 11 GVC
types.

GVC type 2011 LVAX_EMP 2011 LVAX_CAGR EMP_CAGR

seller_agr 15.3 2.7
seller_agr_mfg 12.0 2.4

seller_comm 1,732 _

seller_comm_mfg 1,541 12.0 3.0
seller_comm_mfg_serv 3,709 10.2 0.8
seller_comm_serv 5,144 16.7 1.6

seller_mfg_serv
hub
buyer_agr_mfg

0.9

2.5
buyer_mfg 7,003 11.7 1.0

buyer_mfg_serv 5,477 _ 1.2

Source: World Bank (forthcoming). Data: World Bank LACEX Database (LVAX) and World Penn
Tables (employees). Note: Green refers to high values, red to low values. LVAX_EMP 2011
measured in US$. CAGR refers to period 2001-11 for LVAX_CAGR and to 2000-11 for
43 EMP_CAGR.




3. Patterns of Specialization, Upgrading, and Policy

Indicators of GVC integration, economic and social upgrading,
CAGR 2000 vs. 2011, by GVC trajectory

Trajectory 2000 vs. 2011 BONWIN BONWOUT FVAX DVA3X DVAX LVAX
upgrade 15.6

downgrade

move

remain

Source: World Bank (forthcoming). Data: OECD-WTO TiVA, EORA, World Bank LACEX Database (LVAX). Note: Green refers to
high values, red to low values. CAGR refers to period 2000-11. *Lithuania is the only TiVA country that downgraded.
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3. Patterns of Specialization, Upgrading, and Policy

Policy indicators, average by GVC trajectory

Trajectory 2000 vs. 2011 FDI LPI  Educ quality Innovation
upgrade 3.8 3.2
downgrade

move 4.2 2.8 3.8 3.2

remain a5 29 40 34

Source: World Bank (forthcoming). Note: Green refers to high values, red to low values. FDI = Avg. FDI
inflows (% of GDP) over 2000-11 from WDI. LPI = Avg. Logistics Performance Index of 2007 and 2011 (1-
5=high) from WDI. Education quality = Avg. index of educational quality, 1-7 (best), over 2006-11 from

WEF. Innovation =Avg. index on innovation environment, 1-7 (best), over 2006-11 from WEF.
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GVC Participation Assessment

Different methodologies and data to capture GVC integration:

PROCESSING FIRM-LEVEL| . STRATEGIC
"""""" TRADE DATA | SEGMENTATION  f---ww-
J \ ANALYSIS
STUDIES VALUE-
\ ADDy
VERTh

SPECIALIZATION

DIRECT IMPORT

CONTENT OF
PRODUCTION
PAR'I)

COMPONENTS

COMPLEXITY OF THE MEASURE
Low accuracy (1) to high accuracy (5)

COMPLEXITY OF THE DATA REQUIRED
46 Low complexity (1) to high complexity (6)
Source: Modified from Amador and Cabral (2014).



GVC Participation Assessment

I
Policy advice supporting GVC-based growth models requires sound
analytics and data, and a wide range of indicators and concepts.

47

Key features related to GVC measurement:

Differentiating between buyer- and seller-related perspectives

Complementing the gross trade with the trade in value added
perspective

Complementing the macro (sectoral) with the micro (firm)
perspective

Data and measurement gaps:

Mapping GVCs across a wide range of industries

Firm-level information on purchases and sales by country-sector
pair

GVC measures for low-income countries and at the sub-national
level

|l abor. social and environmental imbacts of GVC intearation



