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Around the world, the process of delivering goods and services to consumers has become spe-
cialized to a degree no one could have ever imagined. Businesses focus on what they do best in 
their home markets and outsource the rest. Samsung makes its mobile phones with parts from 
2,500 suppliers across the globe. One country—Vietnam—produces more than a third of those 
phones, and it has reaped the benefits. The provinces in which the phones are produced, Thai 
Nguyen and Bac Ninh, have become two of the richest in Vietnam, and poverty there has fallen 
dramatically as a result.

The face of global trade has been transformed in the three decades since the World Bank’s 
last major World Development Report on the subject. Until 2008, global value chains (GVCs) 
expanded rapidly. The expansion was revolutionary for many poorer countries, which boosted 
growth by joining a GVC, thereby eliminating the need to build whole industries from scratch. 
The experience of the last three decades has proven that it pays to specialize.

Yet GVCs are at a crossroads. Their growth has leveled off since 2008, when GVCs peaked 
at 52 percent of global trade. The reasons are complex. Slowing global growth and investment 
are one factor. And value chains have matured, making further specialization more challeng-
ing. Meanwhile, the push toward international trade liberalization has stalled. The growth of 
automation and other labor-saving technologies such as 3D printing may encourage countries 
to reduce production abroad. Unless trade liberalization is reinforced, value chains are unlikely 
to expand.

Under the circumstances, do GVCs still offer developing countries a clear path to progress? 
That’s the main question explored in the 2020 World Development Report. And the answer is yes: 
developing countries can achieve better outcomes by pursuing market-oriented reforms spe-
cific to their stage of development.

This Report offers a detailed perspective on GVCs. It covers not only the degree to which they 
contribute to economic growth and poverty reduction, but also the extent to which they lead to 
inequality and environmental degradation. It discusses how new technologies are reshaping 
trade, finding that automation will help rather than hurt trade. It also raises concerns about 
the inadequacies in the global trading system that are fueling disagreements among nations.

In particular, the Report highlights what can be done by countries that have been largely 
left out of the GVC revolution. Important steps such as speeding up customs procedures and 
reducing border delays can yield big benefits for countries making the transition from simply 
exporting commodities to basic manufacturing. Strengthening the rule of law reinforces trade 
as well. Also helpful are investments that improve connectivity by modernizing communica-
tions and roads, railways, and ports. Liberalizing road, sea, and air transport is also important, 
and it is often less costly.

In the meantime, knowledge and services have become integral to global production, 
delivering important benefits to developing countries through the supply chain. In Colom-
bia, a program led by a multinational firm induced suppliers to upgrade their coffee farms 
while planting trees and incorporating more efficient and sustainable practices. About 80,000 

Foreword
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farmers and 1,000 villages benefited from the program: the quality of coffee improved, while 
farmers’ profits increased by 15 percent. 

Overall, participation in global value chains can deliver a double dividend. First, firms are 
more likely to specialize in the tasks in which they are most productive. Second, firms are able 
to gain from connections with foreign firms, which pass on the best managerial and technolog-
ical practices. As a result, countries enjoy faster income growth and falling poverty.

All countries stand to benefit from the increased trade and commerce spurred by the growth 
of GVCs. 

David R. Malpass
President
The World Bank Group
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Preface

The growth of international trade and the expansion of global value chains (GVCs) over the last 
30 years have had remarkable effects on development. Incomes have risen, productivity has 
gone up—particularly in developing countries—and poverty has fallen. The fragmentation of 
production and knowledge transfer inherent in GVCs are in no small part responsible for these 
advances. Hyperspecialization by firms at different stages of value chains enhances efficiency 
and productivity, and durable firm-to-firm relationships foster technology transfer and access 
to capital and inputs along value chains. GVCs account for around half of world trade today. 

At this moment, however, there is reason to worry that this trade-led path to development 
is under threat. Although trade bounced back after the global financial crisis of 2008, the high 
growth rates of the 1990s and 2000s have remained elusive. GVC trade—trade in intermediate 
products—also stalled in 2008, with only modest, intermittent periods of growth since. There 
are many reasons for this shift, but one is that trade reform has languished and in some cases 
is even being reversed. 

Countries can do much on their own to reinvigorate world trade and GVC expansion. With 
that in mind, this Report sets out a comprehensive domestic agenda for governments: invest-
ments in connectivity, improvements in business climate, and unilateral reductions in trade 
and investment barriers. 

But there is much that countries need to do together to improve the current system. Coor-
dinated trade liberalization is overdue in agriculture and services, the rules applied to foreign 
investment are uneven, and subsidies and state-owned enterprises are distorting competition.

Unfortunately, international cooperation, too, has begun to falter. Many people are disen-
chanted with free trade. Some communities have experienced declining wages and unemploy-
ment. Businesses are complaining about the limitations of the current multilateral system in 
dealing with their concerns about lack of access to large markets, the increasing use of “behind-
the-border” measures, and “unfair” competition. Governments are inclined to respond by using 
trade policy as a tool for social protection and to address inadequacies in the current trade rules.  

This Report argues that reinvigorating the international trade system will require gov-
ernments in certain advanced countries to first look inward to address the discontent and 
inequality associated with openness. More generally, advanced economies need to rethink the 
priorities of the welfare state to better help workers adjust to structural change. 

Developing countries as well need to expand social assistance and improve compliance 
with labor regulations in order to extend the jobs and earnings gains from participation in 
GVCs to more people across society. They also need to take steps to ensure that their domestic 
firms benefit from knowledge transfer from lead global firms. Finally, all countries need to 
ensure that the growth associated with trade does not lead to environmental degradation. 

Meanwhile, governments need to cooperate with one another beyond the traditional trade 
issues to ensure that trade and GVCs can deliver for development. Cooperation on corporate 
taxes will enable governments to better tax capital in a global, digitalized economy, so that they 



xiv    |    Preface

have the resources to finance infrastructure projects and social policies. Improved cooperation 
on competition issues is needed to ensure that firms enjoy a level playing field globally. And 
finally, new models of cooperation are needed for data flows to strike a balance between the 
privacy of citizens and the needs of business and innovators.

The expansion of trade and GVCs is at an inflection point. There is still time to reinvigorate 
growth, trade, and GVCs. Trade is vital for development, but it needs rules to function smoothly. 
And those rules require cooperation by governments. This Report offers governments a road 
map for action.

Pinelopi Koujianou Goldberg
Chief Economist
The World Bank Group
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