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All
countries
participate,
but in
different
ways

GVC linkages, 2015

Low participation
I Limited commodities
B High commodities
~ Limited manufacturing
B Advanced manufacturing and services

. Innovative activities
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Framework for GVC —led development

DRIVERS OUTCOMES
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Since 2008’ GVCs' share of global trade (%)

GVC 515

expansion has so
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GVC firms are
more productive
than one -way
traders or
nontraders
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Productivity difference between trading and
nontrading firms (%)
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Incomes grow
most when
countries
break into
simple
manufacturing
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Cumulated change in GDP per capita (%)
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In Ethiopia,
capital intensity
IS higher

but so is
employment
growth
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Capital intensity
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Inv@etnam, poverte -redection IS  Change inexpendiure

ppecater where GVCfirms

reduction
IS greater
where GVC
firms are
present
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Technologies
are changing
production and
distribution
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Increased
adoption of
Industrial robots
in the North
has promoted
imports from
the South
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Change in parts imports from developing countries (%)
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What are the costs
of participation?
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Increasing GVCparticipation is

associated with rising markups in

developed countries but falling
markups in developing countries
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GVCs have
contributed to
the declining
labor share
within countries

14 | WorldDevelopmemepor2020

Labor share over GDP (%)
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GVCs favor
women’s
employment...
but don’t break
glass ceilings
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Female workers in total workers,
relative to non-GVC firms (%)
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Raising tax revenue
IS challenging in
today’s globalized
world

* Corporate income taxes have
declined by nearly 50 percent
since 1990

* As a share of GDP, rRG&ECD
countries lose the most from profit
shifting
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Revenue loss from profit shifting
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Impact of globalization on tax structures: harder to tax winners and
compensate losers

Corporate tax rates and personal labor income tax rates for top
1% and median workers in 65 economies over 1980-2007
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GVCs can also be a
mixed blessing for
the environment

_ Advantages

Disadvantages J

e o t * Lead firms push
xcessgranspor standardapstream

* Waste - Newenvironmental

* Pollutiotnaven goods
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GVC-led development:
Drivers and policies for participation

DRIVERS
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20
Fundamentals need not determine destiny and transitions—policies matter
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No one size fits all — policy priorities evolve



Fundamentals need not determine destiny—policies matter

To Limited Manufacturing

To advanced manufacturing and

To innovative activities I

protection

FUNDAMENTALS s
Endowments Skill development:
technical and managerial
) Trade facilitation and
Location — transport
liberalization

Market size

R&D capacity and |
Institutions paciiy ._

No one size fits all — policy priorities evolve



Facilitating GVC
participation:
standards

Higher quality standards help
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Certification has had long lasting effects on
quality in Mali’s cotton sector
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14.96 percentage points differenée pp attributable
to Fairtrade quality certification

80

60 23.71 pp
difference8.75
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quality
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Facilitating GVC nBarmladsh e suppiers g 25 FD
participation:

12

10

In undertaking proactive (industrial)
policies minimize use of “traditional”
instruments (subsidies, local content
requirements)

Number of firms
(o))

Focus instead on promoting domestic 4

supply chain linkages and FDI
spillovers 2 //
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Facilitating GVC patrticipation:
Drivers for successful implementation of special
economic zones

Hawassa Industrial Park (Ethiopia) Garri Free Zone (Sudan)

%

Legal and regulatory framework

Government support
Zonedevel governance

Industrial infrastructure
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Market demand
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GVC-led development: Policies for benefitting
from GVCs

OUTCOMES
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Policies can help

ensure benefits are

shared and

Spending on total and active labor market policies as a percentage of GDP, 2016
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Work ing with
firms improves
w orking
conditions
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Average on-complianceates by
yearsof firmgparticipatiorin
program(%)

1 2 3 45 6 7 8
No. of years

W orking conditions improved in apparel sector

firms participating in the ILO-IFC Better Work
Vietnam program

Averagenoncomplianceates all

firmg%)
2015 : New policy of
20 public disclosure of firm
that failed to meet ke)
labor standards
announced.,
15 - o e 2017 : New
policy
implementation
started.
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The threat to rules-based trade may be a historical inevitability

Shifts in trade shares and changes in policy stance

The UK and US Share of World Trade, 1800-2016
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Deepen
traditional
trade
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Reduce tariff and
nontariff barriers,
especially inagriculture
and services (especially
air and maritime)

Combattariff
escalation

Stronger rules on
subsidies and SOEs

Reconsider special
and differential
treatment



Look beyond
trade to
keep trade
open and
beneficial
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Taxes

International
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How the proposed approach to regulation is different

Reciprocal

Liberalization
Import policy ﬁ Import policy

Exporter regulatory

Country 1 commitments

(govt. or pvt.)

y f Import
inreturnfor iy eralization

Regulatory

cooperation
Regulation H Regulation

Harmonization, MRAs,
equivalence




