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Implications of Global Value Chains in
Contemporary Global Economy

The global economy is increasingly structured around global value chains (GVCs) that
account for a rising share of the international parts and components trade, employment in the
developing countries and global GDP. The evolution of GVCs in sectors as diverse as
commodities, apparel, electronics, tourism and business service outsourcing has significant
implications in terms of global trade, production and employment and how developing country
firms, producers and workers are integrated in the global economy. Global value chains, where
firms specialize in a particular set of activities in one country to produce parts and components
for other country, have spread the production process internationally.

The rise of GVCs has dramatically changed the world economy. GVC-related cross-border
production-sharing activities are among the most important driving forces for globalization and
expansion of global GDP. The smile curve analysis is used to show how these new phenomena
affect the distribution of value-adding and job opportunities across countries. Intra-regional GVC
activities in Factory Asia, reflecting in large part increased inter-connectedness with China, are
increasingly playing an important role as a supply and demand hub of GVC networks.

While we must show some critical points in the smile curve theory and GVC activities in the
contemporary global economy, one of the main controversies of globalization is its effect on labor
markets between developed and developing economies. Small and medium-sized enterprises in
general have low direct participation in international trade, compared to large enterprises, and

have some weakness in capital funding, technological manpower and marketing know-how.

(SEKISHITA, Minoru, Professor Emeritus, Ritsumeikan University)
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