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FOREWORD

The global economic crisis of 2008-09 has revealed the interdependence of the
world economy. The financial crisis originated in the United States, but the result-
ing economic downturn quickly spread to the rest of the world. Trade, along with
finance, was one of the main vectors of transmission of the crisis. In 2009, there
was a massive contraction in global trade—minus 13 percent. The contraction
was largely a reflection of a drop in demand, especially for durable goods.

The fact that the shock was transmitted very rapidly reflects the increasing
reliance by businesses on so-called global value chains (GVCs)—the process of
ever-finer specialization and geographic fragmentation of production, with the
more labor-intensive parts of the production process transferred to developing
countries. In a world where GVCs are the prevalent business model for multina-
tional corporations, a reduction in demand for final products by global buyers
implies that demand shocks are immediately transmitted “upstream” to subcon-
tractors in developing countries.

The studies that are collected in this volume analyze the operation and likely
implications of the ongoing “rebalancing” of the world economy for global value
chains. The studies suggest that the crisis will not reverse globalization; instead, in
the postcrisis period, it is likely that there will be faster consolidation of GVCs and
a shift in demand from the traditional high-income markets in the North to the
rising economic powers in the South.

As discussed in the contributions, the shift in the center of gravity of global
demand and the growth in South-South trade create a number of challenges. These
include the need to adjust production to satisfy different consumer preferences in
emerging markets, a greater emphasis on price competitiveness, as well as possibly
greater hurdles for low-income countries to move up the value chain given the struc-
ture of demand for—and supply of—exports by high-growth emerging markets.

The chapters collected in this book offer a comprehensive, in-depth analysis
of one of the major drivers of global integration, shedding new light on recent
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xvi Foreword

developments and likely trends in the prospects for global production sharing
going forward.

I am very grateful to the volume editors—Olivier Cattaneo, Gary Gereffi, and
Cornelia Staritz—for their initiative in organizing the contributed chapters and
to the Global Trade and Financial Architecture project (supported by the UK.
Department for International Development) that provided financial support for
the effort.

Bernard Hoekman

Director, International Trade Department

Poverty Reduction and Economic Management Network
World Bank
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