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Abstract

Over the past decades, global production has becoare fragmented with different
tasks of production processes being performedffardint countries. This organization
of production along global supply chains has inseelathe interconnectedness between
economic actors in different sectors across bordérs in turn has had labour market
implications, as a large number of jobs have becdimeetly or indirectly dependent on
production linkages between countries. This artidiscusses recent trends in jobs
within global supply chains that are linked to tke-called “servicification of
manufacturing”.

En las ultimas décadas, la produccién global sdragmentado en diferentes tareas de
los procesos de produccion realizandose en difeseptiises. Esta organizacion de la
produccion a lo largo de las cadenas mundiales dmigistro ha aumentado la
interconexion entre los agentes econdmicos dentlistisectores y paises. Esto, a su
vez, ha tenido repercusiones en el mercado de jwalya que un gran numero de
puestos de trabajo se han convertido directa o redamente en vinculos de
produccion entre paises. Este articulo discute dasvas tendencias en puestos de
trabajo que forman parte de cadenas mundiales deirsstro y son asociados a la
llamada “servicificacién de la manufacturacion”.

Titulo: Nuevas tendencias: la servicificacion de d@anufactura, las cadenas de
suministro mundial y el mercado de trabajo
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1. Introduction

Over the past decades, global production has becoare fragmented with different
tasks of production processes being performedffardint countries. This organization
of production along global supply chains has inseelathe interconnectedness between
economic actors in different sectors across bordérs in turn has had labour market
implications, as a large number of jobs have becdimeetly or indirectly dependent on
production linkages between countries.

The ILO has recently published estimates of the memof jobs in global supply chains
(ILO, 2015; Kizu, Kuhn and Viegelahn, 2016). Thesstimates, available for 40

countries that account for around two thirds of ¢hebal labour force, are based on
international input-output tables and sectoral @ymplent data from the World Input

Output DatabastAccording to the estimates, there were 453 milli@rkers that had a

job related to global supply chains in these 40ntees in 2013, compared with 296
million workers in 1995, an increase of around %8 pent. Emerging economies
account for most of the overall increase in GS@tesl jobs, contributing with an

estimated 116 million more jobs as of 1995. GS@teel jobs account for 20.6 per cent
of total employment among the 40 countries, conpaiéh 16.4 per cent in 1995.

While these aggregate figures provide insights itlte aggregate dynamics of job

creation within global supply chains, they certaihide some heterogeneity. Trends
differ, depending on the countries and sectors hiclwthese jobs are located, and the
countries and sectors that create the demand dsetjobs. This article discusses recent
trends in one particular type of jobs, namely smsijobs in global supply chains that

are dependent on demand for manufactured goodseTilipe of jobs are related to the

so-called “servicification of manufacturing”, whictlescribes the increasing use of
services inputs in the production of manufactureods.

2. Theservicification of manufacturing: what arethetrendsin ter msof jobs?

Services are being increasingly used as an inpuhenproduction of manufactured
goods. Firms may have a variety of motives to @seices in production. One example
is the production of a mobile phone that goes fayond the mere assembly and
production of different physical parts and compdseMobile phone producers also
heavily rely on services inputs, such as softwageetbpment, technical and visual
design or marketing. Indeed, it is often exactlyskn services inputs that allow firms to

! These 40 countries include 7 emerging economieaz({B China, India, Indonesia, Mexico, the Russian
Federation and Turkey) and 33 developed economiestialia, Canada, EU-27 countries, Japan,
Republic of Korea, Taiwan (China) and the Uniteat&t).
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make their product more sophisticated and divexdifand it is these services that add
value to a product and can increase firms’ proiiitgb Another example is a producer
of coffee capsules which, besides the actual ptamumf the capsule, may offer
recycling services to consumers. This is in respotts consumers’ preference for
environmental regulations or could in some instaneeen be the response to legal
regulations. The servicification of manufacturingnchence be driven by both, the
strategy of a firm to remain profitable or the r@sge of a firm to certain requirements
(National Board of Trade Sweden, 2016).

While services have become increasingly importanara input into the production of
manufactured goods, they have at the same timereeoaore tradable. Over the past
decades, the importance of services trade hasasede reaching a share of 23 per cent
in global trade in 2015.Information and communication technologies havenbe
facilitating trade of services, making some sewvitadable, which traditionally used to
be non-tradable. For example, many business aner ciérvices can nowadays be
provided across borders through the internet withtba service provider necessarily
moving physically close to his or her client. Whservices trade is on average still
more costly than goods trade (Gervais and Jenseh3; 2Miroudot, Sauvage and
Shepherd, 2013), the importance of services tradeébben increasing and is expected to
increase further (Francois and Hoekman, 2010).

The increasing importance of services in the prodoof manufactured goods and the
increased tradability of services have, taken togretcontributed to the creation of new
types of jobs. These are services jobs in globpplsuchains that are related to the
production of manufactured goods, defined in thi®wang as “servicification jobs”.

% This figure is based on trade data from UNCTAD.
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Figure 1. Evolution of servicification jobsin comparison with other types of jobs (index, 1995 = 1)
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Source: Figure 9 in Kizu, Kiihn and Viegelahn (2016)

Figure 1 shows the evolution of servicification goim 1995-2011 for the 40 countries
with available estimates. As reported by Kizu, Ki#ma Viegelahn (2016), 96.6 million
services workers contributed to the global supplgic for manufactured goods in 2011,
compared with 49.8 million workers in 1995. Thisagnts for 4.5 per cent of total
employment and 21.5 per cent of all jobs in glahgiply chains. In 2011, 62.3 million
of these workers were located in emerging econgmaibgde 34.4 million were located
in advanced economies. For emerging economiesgctinresponds to 18.9 per cent of
all jobs in global supply chains; for advanced exuies, this accounts for 28.7 per
cent. While servicification jobs are hence stilincentrated in advanced economies,
emerging economies are slowly but steadily catclhimgwith an increasing number of
services workers contributing to the global supgiyain for manufactured goods. In
terms of trends, the number of servicification jblas grown more rapidly than the total
number of services jobs in global supply chaing, tbtal number of jobs in global
supply chains and total employment.

This dependence of a larger number of services gubshe global supply chain for
manufactured goods has important implications. Kéahd Viegelahn (Forthcoming)
study the impact of foreign trade barriers on ddiogebs linked to global supply
chains. Foreign barriers to goods trade in the fofra tariff are expected to affect the
domestic exporter of the good on which the tasgftavied. As the exporter is a goods
producer, it is part of the manufacturing sectout Bhe tariff will also affect the
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suppliers that provide inputs to the exporter. Tdas include both manufacturing but

also services firms, if services inputs are usqutéaluce the affected goods exports.
Figure 2. Estimated impact of a one percentage point decrease of the average applied import tariff
on jobsrelated to the affected trade flow, by sector (in %)
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Source: Figure 13.2 in ILO (2016); Kiuihn and ViedplgForthcoming).

Figure 2 shows the estimated impact of a one ptagemnpoint decrease of the average
applied tariff on goods trade, on jobs that arkduhto the affected trade flow, including
both manufacturing and services jobs. Results stavthe impact on the number of
services and manufacturing jobs, related to thectdtl trade flow, is very similar in
magnitude, and corresponds to more than 3 per &®ithout any services inputs
entering the manufacturing sector, we would noteekgervices jobs to be affected by
trade barriers in goods, but the two sectors arket through supply chains. The
interconnectedness between sectors, however, nphat also services jobs are
affected by this policy. The manufacturing and smv sector can hence not be treated
as completely separate entities (Lodefalk, 2015).

3. Future outlook

With technological progress advancing rapidly, amation might replace some of the
workers employed in the manufacturing sector witichines or robots. At the same
time, products are becoming more sophisticatedaaaegroduced with more and more
services inputs that create an increasing shatieeofalue of a good. Services jobs that
provide these inputs are often high-skilled jobthwather complex tasks, which cannot
be easily automated. The share of services wort@nsributing to the global supply
chain for manufactured goods is hence likely taease further, implying a continued
servicification of manufacturing. Countries needlie prepared for these changes,
developing a labour force that has the right skildenefit and take part in the gains
associated with these developments, and havingutatbarket institutions that ensure
that the new types of jobs created are decent.
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