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Taken from Kucera and Sari (2018)

https://onlinelibrary.wiley.com/doi/pdf/10.1111/ilr.12084


§ Old: multinational wage premium

§ New: firms involved in global supply chains tend to be more 
capital intensive and productive.
§ Use less labor than labor-intensive counterparts, but higher 

productivity means they hire more workers. 
§ May bring new technologies or production methods [spillover]
§ Benefits workers at the more skilled end of local labor markets.

§ These firms also tend to employ more women.

§ Benefits to consumers as well.

§ Longer term: industrial upgrading path, from commodities to 
lower-tech manufacturing to higher-tech industries.



§ Lead firms that outsource to developing countries have seen an 
increase in profits and markups.
§ Workers and consumers may not be capturing the gains from 

openness.
§ Mobility of capital vs. labor
§ Also relates to national tax policies.

§ Women: less representation at the managerial level.

§ Cross-national competition to attract contracts and investment.
§ Race to the bottom dynamic?
§ ”California effect” vs. “China effect”

§ Also: environmental externalities from transportation, 
packaging.



1. Global trade rules (the WTO)
§ Worries about veiled protectionism

2. Preferential trade agreements
§ Many trade agreements now include human as well as labor rights 

conditions.
§ Some evidence that countries improve their rights practices prior to 

opening trade negotiations.
§ But partner countries do not always enforce conditions once 

agreements are in place.

3. Unilateral trade preference systems 
§ EU, US Generalized System of Preferences
§ “Carrots” vs. ”sticks” approaches to labor rights



4. Private governance
§ Could be individual firms, industry codes of conduct, country-level 

initiatives.
§ Create/highlight material benefits to firms of labor-related 

upgrading.
§ Codes may result, in part, from pressure from rights activists.

§ Private governance as complement or substitute for government 
regulation?

§ Are consumers and shareholders attentive to labor rights issues? 
§ Do firms’ social compliance departments interact with their sourcing 

departments?
§ To what extent do workers from developing countries have a voice in 

developing and implementing these arrangements? 





§ Reveals relative power of lead firms vs. subcontractors

§ Accelerates changes already underway, such as automation?
§ Firm survey, Vietnam, 2019 & 2020
§ 2020: Only a small share of firms in Vietnam reported plans to 

automate or digitize their operations. 
§ Most pronounced among large, export-oriented manufacturers; and
§ Firms in areas with a recent history of strikes.

§ Changes to supply chain location, length and breadth?

§ Services vs. manufacturing and agriculture



Source

https://www.workersrights.org/wp-content/uploads/2020/10/Unpaid-Billions_October-6-2020.pdf

