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Motivation

• In this context of vertical fragmented production processes, different stages
of the same production, have been internationally dispersed, leading to the
concept of "unbundling" of production.

• Global Value Chains (GVC) refers to “the full range of activities that firms
perform to bring a specific product from its conception to its end use and
beyond” (Gereffi and Fernandez-Stark, 2011).

• GVC have immensely increased during the last years. According to the World
Trade Organization (WTO) report (2020), more than two-thirds of the
international trade is performed through GVC.

• This is thus related to FDI and trade.



Motivation

• Repetitive external shocks (COVID, trade related, war in Ukraine,
geopolitical fragmentation, climate change, etc.) affected
developing and emerging countries, especially Mediterranean
ones.

• The objective of this presentation is to examine how these recent
developments can affect Mediterranean countries.

• Two types of shocks:
• Cyclical: uncertainty and unstable geopolitical context
• Structural: environmental challenges
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GVC flows

Share of GVC in GDP 
(2020)
Egypt 7% 
Morocco 21.5% 
Jordan 23.8% 
Tunisia 29.8%
Türkiye 48% 
Vietnam 86%



GVC decomposition



GVC: firm level analysis



GVC firms: which sectors?

8.6

12.3

12.7

12.9

14.7

16.5

19.5

23.0

28.4

34.8

39.7

0.4

2.3

5.2

7.1

12.2

12.4

14.5

17.1

0.0 5.0 10.0 15.0 20.0 25.0 30.0 35.0 40.0 45.0

Non metallic products

Wood & furniture

Printing & publishing

Metal products

Leather products

Food

Machinery & equipment

Plastics & rubber

Chemicals

Other manufacturing

Textiles & garments

Hotels & restaurants

Construction

Motor vehicles servic

IT services

Other services

Retail

Wholesale

Transportation

M
an

uf
ac

tu
rin

g
Se

rv
ic

es



What about FDI?

• Energy, construction and
extractive industries were
the leading sectors for
greenfield investment in
Africa.

• These sectors are capital
intensive, with limited
value added and low level
of technological transfer.

• This clearly affects also
the structure and effect of
GVCs (Fathy and Zaki,
2025).

Source: UNCTAD, based on information from The Financial Times Ltd, fDi Markets 

Notes: The x-axis represents each industry’s share in total greenfield values. The y-axis shows the 

growth rate, calculated by comparing greenfield investment values in the periods 2020–2024 and 2015–

2019, thus reflecting five-year growth performance. Bubble sizes denote the average project size during 
2020–2024.



Are these sectors polluting?
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Liberation day and subsequent tariffs
Pre (Jan 2025)

After (90 day pause)
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Source: UNCTAD (2025)
Note: Trade-weighted applied tariffs on US imports if all 
new tariffs, including country-specific ones, are applied



Trade policy uncertainty



Exposure to shocks in the Mediterranean 



Exposure to shocks in the Mediterranean 
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Risks related to climate change

• Developing countries face a double- risk that could affect their 
participation in GVCs: 
• A “physical risk” associated with natural disasters and resulting in output 

losses, reduced FDI, and reduced participation in GVCs.
• A “transition risk” related to the necessary adjustments in regulations, 

production techniques, and energy deployment, which may reduce their 
comparative advantage in carbon-intensive intensive sectors and, consequently 
their participation in GVCs. 

• Aboushady and Zaki (2025) find that
• Physical risk from climate change (measured by natural disasters and death 

from natural disasters) is negatively, yet weakly, associated with participation in 
GVCs. 

• CO2 emissions (per-capita and from manufacturing) have a negative impact on 
GVC participation, while increasingly shifting to renewables increases GVC 
participation. 



Trade-environment shock: CBAM
The CBAM exposure index 
measures the total value of 
excess carbon payments for 
all CBAM products as a share 
of the total value of exports of 
CBAM goods for country. 

Red indicates a high 
exposure to CBAM (potential 
loss) of competitiveness 
relative to the average EU 
producer

Source: The World Bank



Which policy options for countries and firms?

• Countries
• National regulations?
• Environmental provisions in trade agreements?
• Carbon tax? 

•  Firms
• Investment in green technologies?
• More environment-friendly measures?



Countries perspective: regulations matter?
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Countries perspective: regulations matter?

Source: Deep Trade Agreement Database – The World Bank

Share of Agreements Including Environmental Provisions (%)



Evidence

• Hazem and Zaki (2025) show that national environmental 
regulations increase the likelihood of integrating into GVCs. 
• This result highlights the role of such regulations in attracting GVCs in 

developing countries and thus lends support to the Porter Hypothesis.
• These regulations increase the effect of spending on research and 

development on GVC. 
• Yet, the results are less conclusive for the role of environmental treaties. 

• Nunez Rocha et al. (2024) show that  dirty goods are generally less 
traded between pairs of countries within agreements that have 
environmental provisions, especially for exports of dirty-footloose 
industries from non-OECD countries to OECD countries. At the 
product level, more heterogeneity is observed.  



Firm perspective: adoption of environment 
friendly measures

Source: Authors’ own elaboration using BEEPS data for 2018 – 2020.
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Firm perspective: adoption of environment 
friendly measures
• The share of GVC firms, among 

those who adopt 
environmental actions, is 
higher than the corresponding 
share of domestic firms. 

• GVC firms tend to have a 
higher environmental 
performance (Girma et al., 
2008 and Cui et al., 2016). 

Source: Authors’ own elaboration using BEEPS data for 2018 – 2020.

9.7%

11.2%

17%

25.4%

26.7%

29.8%

90.3%

88.8%

83%

74.6%

73.3%

70.2%

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0% 80.0% 90.0%100.0%

Eco -friendly energy

Air pollution

Water management

Energy management

Energy efficiency

Waste minimization

Share of firms

Domestic firms GVC firms



Outline

• Overview of GVC and FDI in the Mediterranean 

• Impact of recent developments on GVC and FDI

• What about the environment?

• Conclusion and policy implications



Conclusion and policy implications

• Serious domestic reforms in the Southern shore of the 
Mediterranean to better integrate GVC and attract FDI in the 
manufacturing sector. 

• Consolidating regional and multilateral agreements to curb the 
negative impact of the US-induced uncertainty. 

• Diversification is the keyword of this phase. 



Conclusion and policy implications

• The relationship between GVC, environment and climate change is 
complex. 

• If Med countries adopt stringent environmental measures, they might 
be able to attract FDI in less polluting sectors, leading to an increase in 
their GVC integration. 
• This will also help them diversify their economies away from natural resources 

that are large emitters of CO2.
•  Third, to help firms comply with such environmental regulations and 

treaties, research and development is a must. 
• This is why governments in the Med region should adopt more policies that 

foster green innovation to increase GVC integration.
•  This includes budget allocation for R&D, tax subsidies for R&D, and intellectual 

property rights. 



Thank you for your attention
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