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Functional Specialization in 
Global Value Chains 



Global Value Chain:

“ All activities required to produce a final product from scratch”

Source: Baldwin, 2016, The Great 
Convergence



Within-industry functional specialization

Source: Timmer et al., 2019, 
J ournal of Economic Geography



Functional specialization and living standards 
are related

Source: Timmer et al., 2019, 
J ournal of Economic Geography

R&D Fabrication



Sources of change in employment 
(2000-2014, in %)

EU 15

Fabrication R&D Management Marketing

Technology -15.4 -9.3 -34.8 1.9

Trade -31.6 -17.3 -22.8 -19.0

Consumption 34.0 39.3 36.4 39.6

Total -12.9 12.8 -21.1 22.5

EU 13

Fabrication R&D Management Marketing

Technology -54.9 -36.7 -48.5 -19.5

Trade 5.3 2.2 8.2 5.5

Consumption 31.5 37.1 36.0 39.9

Total -18.1 2.6 -4.3 25.9

EU 15: Austria, Belgium, Denmark, 
Finland, France, Germany, Greece, 
Ireland, Italy, Luxemburg, the 
Netherlands, Portugal, Spain, 
Sweden, United Kingdom

EU 13: Bulgaria, Croatia, Czech 
Republic, Cyprus, Estonia, Hungary, 
Latvia, Lithuania, Malta, Poland, 
Romania, Slovak Republic, Slovenia

Source: Los and Ye, 2023, GI-NI 
Report D6.1



In the “Age of Global Value Chains”:

- For “old” EU-members, technological change and changes in the 
location of activities have both exerted a negative influence on 
employment. For fabrication, the effect of trade about twice as 
large;

- For “new” EU-members, changes in trade patterns affected 
employment positively, but the effects were much smaller than 
negative effects of labor-saving technology;

- For R&D and marketing: The positive effects of global 
consumption growth exceeded the negative effects of 
technology and trade. For management and fabrication in 
specific, the effects of consumption growth fell short to attain 
this.  
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