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Abstract

In this article, we take stock of the nature and scope of global value chain
(GVC)-oriented policies. Building on the papers that have been accepted to the
special collection, we categorize GVC-oriented policies according to four
different policy objectives: participation, value capture, inclusiveness, and
resiliency. We compare and contrast the social and economic rationales for
state intervention across the different types of GVC-oriented policies and
discuss the instruments and actions at the disposal of governments to reach
their policy objectives. The trifecta of tasks, linkages, and firms explains whether
and how GVC-oriented policies differ from traditional public policies.
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INTRODUCTION
The emergence of global value chains (GVCs), characterized by
companies’ fine slicing of the production process across different
countries and specializing in specific tasks, has typified the
evolution of the global economy since the early 1990s (Zhan,
2021). GVC trade in intermediate goods and services produced by
different actors in different places in the world grew rapidly until
the outbreak of the global financial crisis in 2008, and since then it
has stagnated, being affected by the recent increase in protection-
ism and by the abrupt halt caused by the COVID-19 crisis (Baldwin
& Evenett, 2020). Nevertheless, half of world trade is still related to
GVCs (World Bank, 2019), and accordingly during the last two
decades the GVC framework has turned into an influential
development paradigm in policy circles. Evidence abounds that
GVCs are a powerful driver for countries’ economic growth
(Stolzenburg et al., 2019; World Bank, 2019), increasing produc-
tivity (Constantinescu et al., 2019; Montalbano et al., 2018; Pahl &
Timmer, 2020), and generating employment (Van Assche, 2017). A
wide range of governments and international organizations have
thus included the GVC framework in regional, national, and global
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development strategies (Buckley, 2009; Gereffi,
2019b; Taglioni & Winkler, 2016).

GVCs can boost economic performance through
two key mechanisms: functional specialization and
knowledge connectedness. First, GVCs give rise to a
finer-grained international division of labor than
was previously considered, which occurs at the task
rather than the product level, allowing countries or
regions to functionally specialize in those value
chain stages in which they have a comparative
advantage, letting domestic resources flow to their
most productive use (Grossman & Rossi-Hansberg,
2008). This functional specialization is considered
crucial for developing countries that do not have
the capabilities to produce complete products.
They can embark on a fast track to industrialization
by focusing on simpler production stages that suit
their existing level of capabilities (World Bank,
2019). It also benefits developed countries which
can specialize in high-value-added intangible-in-
tensive tasks such as R&D, management, and
marketing while de-specializing in manufacturing
(Buckley et al., 2020; Timmer, Miroudot & de Vries,
2019; Van Assche, 2020).

A second mechanism through which GVCs gen-
erate economic growth is by spurring a region or
country’s global knowledge connectedness. The
internationalization of value chains connects local
firms with production partners across the globe, and
this provides access to foreign knowledge that can
strengthen the domestic technological capabilities
required to economically upgrade (Ambos et al.,
2021; Amendolagine et al, 2019). The GVC literature
has primarily focused on the upgrading opportuni-
ties that global knowledge connectedness generates
for suppliers in developing countries (Gereffi et al.,
2005; Morrison et al., 2008). GVC linkages can help
these suppliers to improve their technological capa-
bilities by exposing them to new information and
knowledge that can influence their dynamic learn-
ing paths (De Marchi et al., 2020) and boost aggre-
gate economic development (Sako & Zylberberg,
2019). International business studies, then again,
have shown that the gains from global knowledge
connectedness also apply to developed countries
(Cano-Kollmann et al.,, 2016). Many lead firms
deliberately establish linkages to other locations to
tap into pockets of complementary knowledge and
resources that are unavailable or more expensive
locally (Bathelt et al., 2004), boosting local innova-
tion performance (Turkina & Van Assche, 2018).

There is a growing appreciation in the academic
community that the GVCreality adds several layers of

complexity to the link between international busi-
ness and economic development, thus requiring new
policy thinking. One group of scholars has advocated
that GVCs call for a new type of industrial policy
which focuses on the development and attraction of
fine-grained GVC activities and an emphasis on the
importance of leveraging international supply chain
linkages (Gereffi & Sturgeon, 2013; Milberg, Jiang &
Gereffi, 2014). Another group of researchers has called
for governments to adopt a supply chain mindset in
their thinking about trade and investment policies by
focusing on how to allow domestic firms to establish
rapid, efficient, and reliable linkages with their
foreign value chain partners (Van Assche, 2017;
Pietrobelli, 2021b). Yet a third group of studies has
argued that GVCs push policy to move away from the
market fundamentalism of the Washington Consen-
sus (Werner, Bair & Fernandez, 2014), contending
that the advent of GVCs calls for a multi-scalar
framework going beyond traditional approaches
either focused on the nation state or the firm (Pietro-
belli & Staritz, 2018).

Despite this variety of arguments, there has been
little systematic discussion about how GVC-ori-
ented policies differ from traditional industrial,
innovation, and international business policies.
One reason is the relatively young age of the GVC
research field. With scholars only starting to pay
attention to the phenomenon 25 years ago, many
aspects of the GVC framework have not been fully
developed theoretically or tested empirically. This
is exemplified by the lack of agreement on how to
conceptualize and empirically measure economic
upgrading (Gereffi, 2019a; Tokatli, 2012; Van Ass-
che & Van Biesebroeck, 2018), and points to new
areas of research in which the GVC framework
should expand. Another reason is the multi-disci-
plinary character of GVC research. GVCs have
attracted the attention of scholars across fields
including international business, international eco-
nomics, economic geography, economic sociology,
development studies and political science, but
researchers have mostly analyzed the phenomenon
within their own discipline’s frame of reference,
thus making it difficult to compare their findings.

This special collection of the Journal of Interna-
tional Business Policy (JIBP) is an opportunity to
methodically reflect on the nature and scope of
GVC-oriented policies and on how they compare
with traditional public policies (see Table 1 for the
list of papers). The collection of 11 articles
addresses two broad sets of questions: How do
GVC policies differ from the public policy efforts of
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Table 1 Special collection papers ordered by first appearance in the editorial

Authors

Title

Publication issue

Pietrobelli, C., Rabellotti, R. &
Van Assche, A.
Jaax, A. & Miroudot, S.

Findlay, C. & Hoekman, B.

Bam, W., De Bruyne, K., &
Laing, M.

Gereffi, G., Lim, H.-C. & Lee, |.

De Marchi, V. & Alford, M.

Pegoraro, D., De Propris, L., &
Chidlow, A.

Goerzen, A., Iskander, S., &

Hofstetter, |.

Pasquali, G., Godfrey, S. &
Nadvi, K.

Nachum, L.

Gammelgaard, J., Haakonsson,

Making sense of global value chain-oriented policies: The trifecta
of tasks, linkages, and firms

Capturing value in GVCs through intangible assets: The role of
the trade-investment-intellectual property nexus

Value chain approaches to reducing policy spillovers on
international business

The 10-PS in the context of GVC-related policymaking: The case
of the South African automotive industry

Trade policies, firm strategies, and adaptive reconfiguration of
global value chains

State policies and upgrading in global value chains: a systematic
literature review

Regional factors enabling manufacturing reshoring strategies: A
case study perspective

The effect of institutional pressures on business-led interventions
to improve social compliance among emerging market
suppliers in global value chains

Understanding regional value chains through the interaction of
public and private governance: Insights from Southern Africa’s
apparel sector

Value distribution and markets for social justice in global value
chains: Interdependence relationships and government policy

Linking Malawi’s agricultural sector to global value chains: The

Vol. 4, Issue 3
Vol 4, Issue 3
Vol 4, Issue 3
Vol 4, Issue 3
Vol 4, Issue 4
Vol 5, Issue 1
Vol. 5, Issue 1

Vol 4, Issue 3

Vol. 4, Issue 3

Vol. 4, Issue 4

Vol. 4, Issue 4

S. & Just, S.
Horner, R.

case for community governance
Global value chains, import orientation, and the state: South

Vol 5, Issue 1

Africa’s pharmaceutical industry

the past? What are the desirable future evolution
paths of GVC-oriented policies? That is to say, the
special collection addresses both positive and nor-
mative aspects of GVC-oriented policies, offering
suggestions for future research.

In this editorial introduction, we build on the
findings of the collected articles to develop a frame-
work which allows for a methodical analysis of
existing studies on GVC-oriented policies. The frame-
work categorizes GVC-oriented policies according to
four different policy objectives — participation, value
capture, inclusiveness, and resilience - and investigates
how each type of policy is built on different economic
rationales and proposes distinct policy instruments.
Finally, we use the trifecta of tasks, linkages, and firms to
explain whether and how GVC-oriented policies differ
from traditional public policies.

OBJECTIVES, RATIONALES, AND INSTRUMENTS
OF GVC-ORIENTED POLICIES

We define GVC-oriented policies as the spectrum of

socio-economic tools and actions that governments

use to influence GVCs and their actors so that they

can secure local, regional, and national interests in
a wide array of areas.

Table 2 presents the main identifying dimensions
characterizing these policies: (a) their economic and
social objectives; (b) the economic rationales explain-
ing why policy intervention is necessary to attain
these goals; and (c) the wide range of instruments
and actions needed to achieve them. The table of-
fers a summary of the analytical framework, which
is elaborated in detail in what follows.

The first identifying dimension is the policy
objective. According to Pietrobelli and Staritz
(2018), GVC-oriented policies are aimed at accom-
plishing a mixture of objectives that are not
necessarily complementary or compatible. They
stress three main distinct policy goals: (1) strength-
ening the local economy’s participation in GVCs;
(2) enhancing the local economy’s value capture in
GVCs; and (3) improving local social and environ-
mental conditions in GVCs. The Covid-19 pan-
demic has put a fourth objective front-and-center
in policy debates around GVCs: strengthening a
country’s economic resiliency against global

Journal of International Business Policy



o

Making sense of global value chain-oriented policies

Carlo Pietrobelli et al

Table 2 GVC-oriented policies: objectives, rationales, and instruments

Policy type Obijectives Dominant economic rationale Policy instruments
GVC participation  Enter in and Reduce market distortions with horizontal e Policies for creating an enabling business
policies enhance the policies: environment;
local e Market-enabling policies to assist the private e Elimination of trade obstacles;
participation in sector in restructuring productive activities e Strengthening of competition;
GVCs according to latent comparative e Improvement of transport and digital

GVC value capture Strengthen value
policies creation and
capture in GVCs

GVC inclusiveness
policies

Improve social
and
environmental
conditions in
GVCs

GVC resiliency
policies

Strengthen the
local economic
resilience

advantages

o Connectedness policies to reduce the costs
related to linking domestic GVC activities
to foreign value chain partners

Vertical policies to foster growth through
economic upgrading justified by

e power asymmetries between lead firms and
their suppliers;

e upgrading involving costs, risks, and

uncertainty with the potential of

generating spillovers to the domestic

economy;

need for coordination of different actors

investing along the chain

Economic upgrading does not
automatically foster social and
environmental upgrading.

Lead firms can be a powerful vector to
promote social and environmental
upgrading but

they need motivation;

they need support from national and
supranational policies

Participation in GVCs influences resilience
by affecting both the severity of a
disruption’s initial economic impact and
the ability to rapidly bounce back post-
disruption;

Resilience policy should ensure that
countries’ ability to deliver essential goods
and services is sufficiently resistant to both
local and foreign disruptions

infrastructures;
e Education and training policies

e Strengthening of local innovation and
production ecosystems;

¢ Building and improving specific types
(logistical, digital, and productive) of
infrastructures:

¢ Development of specific skills;

e Establishment of linkages between
universities, vocational centers and firms
involved in GVCs;

e Provision of advisory services in the areas
of standards, metrology, testing, and
certifications;

¢ Improvement of labor, social, and
environmental regulations and their
enforcement; at national and
supranational levels.

* Responsible sourcing policies;

e Private standard promotion;

¢ Involvement of local communities in GVC
governance

e Supply chain resilience stress test;

« Diversification policy;

¢ Public procurement policy;

¢ Reshoring policy;

e International cooperation to share
essential goods, to conduct joint
procurements at a bilateral or regional
level and to limit export restrictions

Source: Authors’ elaboration

economic shocks (Miroudot, 2020). In this paper,
we propose four types of GVC policies:

e GVC participation policies aimed at entering in and
enhancing the local economy’s participation in

GVCs;

e GVC value capture policies intended for strength-
ening the local economy’s value creation and

capture within GVCs;

e GVC inclusiveness policies directed to improve the
local social and environmental conditions in

GVCs;

e GVC resiliency policies designed for strengthening
the local economy’s resiliency.

The second characterizing dimension is the
rationale adopted by governments for justifying
their policy interventions. A first reason for public
interventions is to eliminate market distortions
that inhibit local GVC activities from reaching the
envisioned goals. Market distortions can provoke a
suboptimal allocation of resources by sending the

private sector wrong signals. For example, restric-
tions in factor markets and constricting regulations
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can prevent the competitive pricing of production
factors. Trade policies such as tariffs and subsidies
may inhibit the reallocation of resources toward
sectors and value chain activities with comparative
advantages. Policy tools that eliminate such market
distortions are thus considered instrumental if they
can help a country improve its GVC participation,
strengthen its value capture, entice social and
environmental upgrading, and buttress economic
resiliency. For example, improving customs and
border procedures and enhancing port and trans-
portation infrastructures are considered critical for
integrating a country into GVCs since these mea-
sures reduce barriers of trade both on the import
and export side.

A second justification for public interventions is
to address externalities in GVCs that interfere with
the attainment of policy goals. A first type of
externality is related to risks, uncertainty, and
incomplete information, which limits companies’
private investments to join GVCs, to engage in
transactions with suppliers and to invest in inno-
vation and learning activities aimed at upgrading.
Examples of related externalities abound in GVCs
such as lead firms searching for foreign buyers —
through customs documents and employee infor-
mal exchanges — which may unwittingly generate
information that could benefit other lead firms,
therefore incentivizing free-riding behavior and
decreasing the incentive to invest in searches for
new buyers (Blyde, Pietrobelli & Volpe, 2014).
Similarly, firms could be investing in improving
technical and management practices to fulfil qual-
ity standards and achieve certifications. By doing
so, firms send a signal and provide information that
could motivate and help other firms fulfil the same
standards, causing at the same time a positive (the
signal) and a negative (the free-rider use of infor-
mation) externality. Besides, externalities gener-
ated by the GVC lead firms through knowledge
flows and technical assistance offered to suppliers
may lead them to underestimate the advantages of
investments in GVCs linkages (and raise the incen-
tive to free-riding behavior), and therefore to
suboptimal investments in suppliers’ development.

The uneven distribution of power and economic
gains between lead firms and their suppliers can
also generate GVC-related externalities. Lead firms
have the power to define the terms and conditions
of value chain participation, thus affecting whether
and how local suppliers and workers get involved
(Buckley & Strange, 2015; Gereffi et al., 2005), and
influencing their dynamic learning paths that may

facilitate or hamper economic and social upgrading
(Barrientos et al., 2011; Pietrobelli & Rabellotti,
2011). Such power asymmetries can be both the
cause and consequence of market failures. A lead
firm’s power may in some cases derive from a
monopoly position created with the help of gov-
ernment protections of intellectual property (Du-
rand & Milberg, 2019). In other cases, corporate
power may create market failures by hindering the
ability of domestic firms to capture economic and
social gains from GVC participation (Pietrobelli &
Staritz, 2018).

GVCs may also lead to a discrepancy between the
vulnerabilities that market players and govern-
ments are willing to be exposed to. Shortages in
the supplies of essential intermediate goods, or the
sudden closure of demand outlets, are notable risks
that require mitigation and adaptation strategies at
the firm-level, but also policies at the country-level,
as illustrated by the cases of face masks and
respirators in the United States during the
COVID-19 pandemic (Gereffi, 2020).

GVC-related externalities may also take the form
of coordination failures. For example, coordination
among firms may be needed for industries related
through backward and forward linkages. An assem-
bly plant might not start operations in a given
location because it lacks local suppliers of a partic-
ular component, but a potential supplier of that
component might not initiate production because
there is no local downstream demand for its
product (Trindade, 2005).

The final differentiating dimension is represented
by the instruments and actions at the disposal of the
policy makers to reach GVC-oriented policy objec-
tives. Horner (2017) suggests four types of actions
to either buttress or harness GVCs: (a) the govern-
ment can act as a facilitator by eliminating market
distortions through policies in areas such as trade,
investment, and innovation; (b) it can be a regula-
tor by restricting the negative externalities of
private market transactions and by mitigating the
unequal distributive impact of markets through,
among others, rules about standards and labor
conditions; (c) it can be a producer by directly
engaging in state-owned production activities and
finally d) it can be a buyer procuring products and
services via state-led value chains, which may
comprise distinct economic, social, and environ-
mental requirements.

There is a general acknowledgement that coun-
tries and regions tailor their GVC-related objec-
tives, rationales, and instruments to their socio-
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economic context, but guidance has remained
exceedingly general. What specific instruments
could help workers, firms, regions, and countries
to benefit from GVCs, and how they work, has been
left implicit and hardly tackled systematically in
the literature. For example, policies that are meant
to attract GVCs (e.g., integrate firms into a value
chain) are very different from policies aimed at
capturing the possible but uncertain economic and
social gains from GVC integration (Barrientos et al.,
2011; Pietrobelli & Staritz, 2018; Lema, Pietrobelli
& Rabellotti, 2019). Moreover, these policy pre-
scriptions have often ignored economic resilience
which has emerged as a priority related to GVCs in
the wake of recent system-wide crises. In the next
section, we analyze in detail the four main cate-
gories of GVC-oriented policies identified above,
offering examples of the different measures
adopted across a variety of developed and develop-
ing contexts.

TYPES OF GVC-ORIENTED POLICIES
The articles in this special collection present new,
original evidence, which combined with the exist-
ing literature, offers the opportunity for a closer
scrutiny of the proposed four types of GVC policies:
participation policies; value capture policies; inclusive-
ness policies; and resiliency policies.

GVC Participation Policies
GVC participation policies have gained great trac-
tion in policy circles in the past two decades for two
main reasons. First, as already discussed, there is
substantial empirical evidence that GVC participa-
tion is a powerful driver for a location’s economic
performance (Stolzenburg, et al., 2019; World
Bank, 2019). Second, as explored below, policies
to spur GVC participation encompass many of the
liberal market-enabling and connectedness policies
that policymakers have traditionally embraced.
Given the central roles of functional specializa-
tion and global connectedness in the GVC-growth
nexus, the focus is concentrated on two policy
pillars that attempt to reduce market distortions:
market-enabling policies that assist the private sector
in restructuring productive activities according to a
country’s latent comparative advantage and con-
nectedness policies that reduce the costs related to
linking domestic firms to foreign value chain
partners. Both policies are horizontal in nature
because they do not imply targeting specific sectors

(Crespi, Fernandez-Arias & Stein, 2014, Pietrobelli,
2021b).

Market-enabling policies are aimed at addressing
the market distortions that prevent the allocation
of private resources toward comparative advantage
sectors and value chain activities. Eliminating such
market distortions is thus considered instrumental
to facilitating GVC participation and promoting a
country’s functional specialization in those GVC
activities in which a country has a latent compar-
ative advantage. They include the deregulation of
factor markets and the strengthening of competi-
tion as well as the removal of barriers to business
creation and operation and policies for creating an
enabling business environment for foreign direct
investments.

Connectedness policies aim at improving GVC
participation by reducing the cost for local firms to
receive or transmit goods and information across
borders, thus turning them into more attractive
GVC partners. On the goods side, there are policies
that reduce trade costs such as the elimination of
tariff and non-tariff barriers and costs related to
delays and uncertainty through customs reforms as
well as policies aimed at the introduction of
competition in transport services and at the
improvement of port structure and governance.
On the information side, there are policies that
strengthen companies’ ability to transfer data
cheaply, freely, and safely across borders, such as
those aimed at fostering competition in the
telecommunications sector and at improving the
quality of the wireless network infrastructure.

In this special collection, Jaax and Miroudot
(2021) provide new empirical evidence about a
cocktail of market-enabling and connectedness
policies, which can help countries to increase their
returns to intangible assets in GVCs. This is a
welcome addition to the literature since the share
of intangibles in GVC income has increased and
the related rents have steepened in the past two
decades (Chen et al., 2018; Van Assche, 2020). The
authors combine the OECD’s Trade in Value Added
dataset with data on factor income to show that
trade and investment openness, intellectual prop-
erty protection, and competition enforcement are
all positively associated with returns to intangible
assets in GVCs.

More work is nonetheless needed to identify and
eliminate the main trade costs and other market
distortions that prevent firms from participating in
GVCs. Findlay and Hoekman (2021)’s article in this
special collection is in that respect a useful
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contribution. They identify the rising salience of
differences in regulatory regimes and policies as a
main factor impacting trade and operating costs.
According to them, there is a need for multi-
stakeholder initiatives to improve the cost effi-
ciency of regulatory enforcement processes. There
is benefit in businesses cooperating with other
stakeholders to identify and tackle policy impedi-
ments to the efficient operation of GVCs.

A careful observer will note that the market-
enabling and connectedness policies to boost GVC
participation bear important similarities with tra-
ditional development strategies built around the
so-called Washington Consensus (Gereffi, 2019b).
Indeed, neoliberal convictions about comparative
advantage, competitiveness, transaction costs, and
minimalist state intervention are all easily accom-
modated within GVC participation policies, easing
their adoption by national governments and inter-
national organizations.

Nonetheless, several features differentiate GVC
participation policies from traditional trade poli-
cies. First, specialization is considered to take place
at the disaggregated task level instead of the
industry level. Second, connectedness policies are
put on a higher pedestal. There are several reasons
why reducing trade costs is considered dispropor-
tionately important in a GVC setting. In GVCs, the
same component often crosses borders multiple
times, therefore compounding the effect that trade
costs have on the final price. Adding to this,
production delays associated with trade impedi-
ments can have cascading effects throughout the
chain. Keeping trade costs at bay is thus considered
critical for GVC participation. Third, connected-
ness policies provide more room for unilateral state
action than traditionally thought. Whereas elimi-
nating trade costs on the export side generally
requires governments to negotiate a reciprocity of
concessions with other countries, reducing tariffs
and non-tariff barriers on the import side can be
done one-sidedly. Behind the border measures that
improve port and telecommunications infrastruc-
ture can also be unilaterally addressed.

GVC Value Capture Policies

An influential stream of research has been vocal in
advocating that the GVC framework lends itself to
policy recommendations that go far beyond the
relatively minimalist, facilitative, and horizontal
GVC participation policies (Gereffi, 2019b). While
this research recognizes the possibility for firms and
locations to effectively learn and develop from

GVC participation, it cautions that the presence of
multiple market and coordination failures implies
that market forces do little to guarantee that GVC
participation goes together with increased value
capture (Pietrobelli & Staritz, 2018). For these
scholars, governments thus need to adopt far more
interventionist GVC wvalue capture policies to
ensure a strong nexus between GVC participation
and industrialization through structural transfor-
mation (Mayer & Phillips, 2017). Since these poli-
cies tend to target specific sectors, tasks, or firms,
they are often more vertical in nature compared to
GVC participation policies.

The starting point of the argument is that GVC
participation generates the biggest bang for its buck
if it can improve the development of production
and innovation capabilities so that firms and
countries can boost the value added that they can
create and appropriate within a GVC through local
learning and innovation (Pietrobelli & Rabellotti,
2011). In the GVC literature, this process has been
termed economic upgrading, and it refers to strate-
gies that countries and firms might implement to
move towards higher value-added activities (Gereffi
et al., 2005). Different forms of economic upgrad-
ing have been identified: product and process
upgrading, which implies moving vertically along
the value chain to better products or processes as
well as the more challenging functional and inter-
chain upgrading, entailing horizontal movement
towards new functions or new markets (Humphrey
& Schmitz, 2002). The concept of economic
upgrading has been widely used but many empir-
ical and conceptual challenges have also been
raised in the literature. Gereffi (2019a) stresses
how the large amount of empirical evidence col-
lected in a wide variety of industries and countries
shows that the upgrading process is not at all linear
and inevitable as it is sometimes assumed.

More generally, this discussion on the potential
benefits from GVC integration, and the related
economic upgrading, is crucially related to the
capacity to generate, appropriate, and protect static
and dynamic rents. Rents describe an environment
of scarcity facing an existing demand, where the
holder of rents benefits from an absence of compe-
tition, protected by one or more entry barriers
(Davis et al., 2018). Where such barriers cannot be
protected, it is the ability to generate “dynamic
rents”, which provides for sustainable incomes.

The policy challenge is that market and coordi-
nation failures render the link between GVC
participation and economic upgrading a highly
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uneven process with up and downgrading some-
times coexisting (Ponte & Ewert, 2009) and with
economic upgrading outcomes varying across firms
within countries, often leaving smaller and rural
firms behind (Martinez-Covarrubias et al., 2017).

First, it has been stressed that the quality of
international knowledge flows critically depends
on the governance patterns that lead firms adopt
with their suppliers as well as their bargaining
power (Schmitz & Knorringa, 2000). For example,
lead firms are generally willing to tolerate or even
support upgrading by their suppliers along the
dimensions of quality, flexibility, and productivity
if it helps strengthen the complementarities
between value chain partners. In contrast, lead
firms may discourage and even hinder the acquisi-
tion of technological capabilities by their suppliers
if in the future this type of upgrading risks to
encroach on the lead firm’s core competence
(Navas-Aleman, 2011).

Second, the quality of international knowledge
flows also depends on local firms’ ability to absorb,
master, and adapt the knowledge and capabilities
that lead firms transfer to them (Morrison et al.,
2008). These firm-level processes often suffer from
important failures in developing countries, where
firms have low R&D and innovation capabilities. In
these circumstances, an easy shortcut is to buy or
borrow foreign technologies requiring little absorp-
tion capacities, or to specialize in less technically
sophisticated methods or assembly manufacturing.
In such instances, effective forms of government
policy should include various ways to cultivate
R&D and innovation capability itself (Lee, 2013).
Furthermore, Lema et al. (2019) have underlined
the role played by the multiple interactions
between GVCs and innovation systems in shaping
the speed, depth, and overall opportunity for
upgrading at country and firm levels.

There is thus a clear role for GVC policies aimed
at enhancing the capture of value produced in
GVCs as, first, power asymmetries between lead
firms and their suppliers might hinder the ability to
seize economic gains from GVC participation;
second, upgrading in GVCs involves costs, risks,
and uncertainty with the potential of generating
spillovers to the domestic economy, and third,
there is a need for coordination of different actors
investing along the chain (Pietrobelli & Staritz,
2018).

At the macro level, there is an issue related to
identifying which parts of the GVC should be
targeted with interventions to foster both short-

and long-term growth through economic upgrad-
ing. Gereffi and Sturgeon (2013) argue that indus-
trial policy in the age of GVCs must go beyond
recreating entire supply chains within a national
territory and needs to explicitly utilize extraterri-
torial linkages that affect a country’s positioning in
GVCs. However, this says little about the type of
tasks that need special promotion.

Bam, De Bruyne, and Laing (2021) in this special
collection suggest employing an input-output pro-
duct space (IO-PS) framework to evaluate the
effectiveness of industrial policies on specific GVC
tasks over time. They argue that industrial policies
can boost capacity development by (i) vertically
supporting economic upgrading within GVCs and
(ii) horizontally unlocking opportunities in tasks
that are close in technological space but not
necessarily part of the same GVC. Both need to be
considered when predicting the impact of indus-
trial policy on GVC tasks. They apply it to the
automotive chain in South Africa showing that sub-
industries, such as bearings, passenger vehicle
bodies, and passenger vehicles, are good targets
that will contribute to short-term growth while
vehicle parts and motorcycles and cycles could help
to develop capabilities that might support the
expansion of other high potential products in the
future. In general, the IO-PS approach is useful
because it allows for an immediate identification of
those product categories within the value chain
offering more opportunities for future value cap-
turing in the short and long term, orienting policies
to focus on the underdeveloped parts of particular
industries.

Maintaining a focus on macro policies, trade
restrictions can also have unintended conse-
quences on economic upgrading, as explained in
this special collection by Gereffi, Lim, and Lee
(2021), who explore the impact of the US-China
trade war on GVCs. The authors argue that in the
case of the electronics GVC, besides the expected
switching of production locations, end markets,
and suppliers, a side effect is the introduction of
strategies to develop new capabilities among
domestic suppliers and to functionally upgrade by
incorporating new activities. A case in point is
Huawei, which has started to develop its own
operating system and to internalize chip produc-
tion to reduce its reliance on US technology.

Another array of policies that can impact eco-
nomic upgrading is the introduction of local con-
tent requirements and of restrictions on foreign
investments. Local content policies are typically
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explained with the logic of infant industries,
granting the temporary breathing space to local
firms to enable them to learn and catch up the
initial disadvantage. De Marchi and Alford (2021)
in this special collection present the Chinese
experience in the electric vehicle industry as an
illustrative case in which restrictions have been
adopted to force global lead firms to collaborate
with local producers, facilitating transfer of state-
of-the-art technologies. In China, similar policy
measures have also been adopted in other indus-
tries, such as for instance those related to renewable
energies, allowing a rapid upgrading in GVCs. Lema
et al. (2020) show that the state has also played a
key role in creating a domestic market which has
been key for supporting the technological upgrad-
ing of domestic industries. The implementation of
the Renewable Energy Law in 2006 and sector-
focused ‘missions’ such as the Rooftop Subsidy and
the Golden Sun Demonstration Programs imple-
mented in the solar sector, together with invest-
ments aimed at building domestic production and
innovative capabilities, have supported the devel-
opment of the domestic industries and the progres-
sive upgrading of domestic companies within
GVGCs. In a different paper on the extractive indus-
tries, Anzolin and Pietrobelli (2021) stress that local
content policies need to go hand in hand with
policies to promote domestic capability building.
Without the latter, the former loses their economic
reason.

A related point is whether and how upgrading in
some domestic firms could trickle down to the rest
of the economy. Hansen and Hansen (2020) study
the case of the Chinese biomass industry showing
how the upgrading of a single producer in a GVC
has created opportunities for several other domestic
companies thanks to knowledge spillovers happen-
ing through labor mobility, supplier relations,
demonstration effects and university-industry
collaborations.

At the meso and micro levels, value-capture poli-
cies are aimed at strengthening and deepening
innovation and production ecosystems by facilitat-
ing the process of building the firm-level produc-
tion and innovation capabilities that are necessary
for capturing such gains (Sako & Zylberberg, 2019).
Giuliani et al. (2005) show how the processes of
upgrading at the firm level may be enhanced by the
collective efficiency prevailing in local SME clus-
ters. Based on detailed Latin American case studies,
they also suggest that relational forms of GVC
governance favor value capturing through firm-

level upgrading, and that GVC integration often
helps product and process upgrading, but rarely
functional upgrading. These upgrading processes in
turn also depend on the prevailing innovation
systems, which interact and sometimes co-evolve
with GVC governance in ways that may promote or
hinder the development of innovation capabilities
in firms (Lema, et al, 2019; Pietrobelli & Rabellotti,
2011).

The importance of a well-developed, local busi-
ness ecosystem is also stressed by Pegoraro, De
Propris & Chidlow (2021) in this special collection,
who underline the role played by the ecosystem in
assisting a company located in the West Midlands
in the UK, in reshoring back its activities and
building up a network of local suppliers, which
resulted in an upgraded position of the region in
GVCs.

In their extensive review of the existing GVC
literature in this special collection, De Marchi and
Alford (2021) present a detailed account, enriched
by many examples across industries and countries,
of policies aimed at value capturing. Among them,
there are those aimed at building and improving
different types (logistical, digital, and productive)
of infrastructure, which can help to attract GVCs
and also to facilitate upgrading within them.
Besides improving countries’ knowledge infrastruc-
ture, enhancing local capabilities to meet the
changing and growing demand of local manufac-
turers is another important area for value capturing
policies. This implies the development of education
and training projects creating the specific skills
local firms need for their integration into and
upgrading within GVCs, and establishing links
between universities, vocational centers and the
firms involved in the chains. Pegoraro et al. (2021)
emphasize the extremely proactive role played by
the local chamber of commerce in the West Mid-
lands in upgrading the skills of the local workforce
to meet the needs of local manufacturers, in
assisting firms to recruit the right staff, and in
offering networking opportunities to share best
practices among local enterprises.

The provision of advisory services in the areas of
standards, metrology, testing, and certification is
also particularly helpful in targeting value capture,
because they can support local suppliers in devel-
oping the necessary capabilities for upgrading. One
important service is the organization of online
platforms to collect information about trusted and
accredited suppliers, capable of delivering products
and services matching the lead firms’ requirements.
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The company studied by Pegoraro et al. (2021)
reorganized its GVC by taking advantage of the
information on domestic suppliers available in a
platform established by the domestic industrial
engineering association.

From this literature review, the first clear insight
we may derive is that value capture policies imply a
much more interventionist stance, with vertical
interventions on specific sectors and even firms.
The balance moves from the establishment of
market-friendly conditions — by remedying market
distortions to restore conditions favorable to the
attraction of and integration into GVCs - to much
greater selectivity and the addressing of externali-
ties. In addition, the focus of industrial policy is
currently much more on the role of tasks and nodes
than on entire productive sectors. This requires a
different approach relative to the industrial policies
of the 1980s and 1990s - that mainly focused on
raising barriers (Morris & Staritz, 2019) - towards a
multi-scalar perspective, accounting for sector
specificities, inter-firm relations, and localized
value-creation.

GVC Inclusiveness Policies

Sustainability challenges have emerged as a third
policy priority related to GVCs. Sustainable devel-
opment aims at a world that is prosperous, socially
inclusive, and environmentally sustainable, yet
today’s economic and governance systems are
poorly equipped to target this triple bottom line
without the help of the private sector. Market
forces, for one, have done little to narrow income
inequalities within and across countries, to over-
come deeply entrenched social discrimination by
race and gender, or to protect the natural environ-
ment (Sachs & Sachs, 2021). The global nature of
many sustainability challenges has furthermore
eroded the ability of countries to address these
market failures (Scherer & Palazzo, 2011). For these
reasons, there has been growing research investi-
gating how GVCs can be better harnessed through
policy to enhance social and environmental
upgrading.

GVC participation and economic upgrading do
not automatically foster social and environmental
upgrading. Even if they create significant economic
progress, the benefits often leave many behind
(Locke, 2013; Lund-Thomsen & Lindgreen, 2014;
Mayer & Gereffi, 2010; Posthuma & Nathan, 2010).
Barrientos et al. (2011) show that economic upgrad-
ing can, but does not necessarily, lead to social
upgrading which implies accessing better work and

enhancing working conditions, protection and
rights. Similarly, there could be tensions between
economic and environmental upgrading, defined
as any change in the value chain resulting in the
reduction of firms’ ecological footprint, such as in
their impact on greenhouse gas emissions, on
biodiversity losses and on natural resources over-
exploitation (De Marchi et al, 2019). Economic,
social and environmental upgrading are clearly
interlinked but the evidence available on how they
interrelate is still rather limited. De Marchi et al.
(2019) report about cases in which the three types
of upgrading are part of a virtuous cycle like in the
coffee value chain studied by Giuliani et al. (2017)
in several Latin American countries, but also about
value chains in which economic upgrading coin-
cided with environmental downgrading like among
Kenyan farmers investigated by Krishnan, te Velde
and Were (2018).

At the same time, there is a growing acknowl-
edgement that lead firms - if properly harnessed —
can be a powerful vector to promote social and
environmental upgrading. Lead firms have the
corporate power to define the terms and conditions
of GVC membership and can use their authority to
promote social standards and environmental stew-
ardship among their suppliers. This compliance can
cascade down to lower-tier suppliers if GVC partic-
ipation is made conditional on promoting sustain-
ability standards further down the chain (Narula,
2019). Distelhorst and Locke (2018) find that firms
reward suppliers for complying with social stan-
dards, supporting the notion that lead firms can
play a key role in promoting social upgrading.

The ability of lead firms to dictate the terms
under which lower-level actors operate in a GVC
has led to a vibrant academic debate about the role
of private governance in filling gaps in global
regulation. Many MNEs have implemented corpo-
rate social responsibility (CSR) initiatives in their
supply chains as a way of independently regulating
labor issues, including the establishment of codes
of conduct and the implementation of third-party
monitoring of working and environmental condi-
tions. While several scholars have pointed out the
positive role that private governance can play in
addressing market failures that public governance
has difficulties tackling (Scherer & Palazzo, 2011),
others have warned that it is relatively ineffective
(Locke et al., 2019) and may weaken state regula-
tion and create parallel regulatory systems (Rossi,
2019; Seidman, 2009).
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In this special collection, Goerzen, Iskander and
Hofstetter (2021) add to this debate by studying the
institutional conditions under which private gov-
ernance can boost social upgrading. Specifically,
they empirically evaluate if private and public
governance are complementary by analyzing
whether social standard compliance (measured
through third-party audits) is higher in countries
with competent and stable governments that are
able to create and enforce labor and environmental
legislations. Based on two longitudinal datasets
that merge information at the firm level with
World Bank’s Worldwide Governance Indicators
(WGI), the authors find that social standard com-
pliance is enhanced by institutions that improve
voice and accountability, but is weakened by
institutions that improve the enforcement of rules
and regulations. They conclude that it is important
for policymakers to collaborate with GVC lead
firms by recognizing certifications accredited by
private bodies as equivalent to those provided by
public standard agencies.

How to push lead firms to promote sustainability
throughout their GVCs nonetheless remains an
area of scholarly contention. A first concern is that
many MNEs are unmotivated to address sustain-
ability challenges. They either threaten their sup-
pliers with too small a stick or cajole with too small
a carrot to incentivize the adoption of social
standards and environmental stewardship. Indeed,
several scholars have blamed lead firms of heaping
the costs of compliance upon the suppliers without
installing effective cost-sharing, monitoring or
penalty systems (Bird & Soundararajan, 2020;
Contractor & Kundu, 1998; Locke et al., 2009).
Bird et al. (2019) expand upon this, supporting the
notion that suppliers face a trade-off between
compliance with formal codes and employment
standards on one hand, and productivity incentives
on the other. Lead firms are alleged to go ahead
with such ineffective governance schemes since
they care more about “looking good” rather than
“doing good” (Lund-Thomsen, 2020), undermining
the ability of GVC participation to render social
upgrading. Ponte (2020), for example, draws from
empirical evidence on the coffee and wine value
chains and shows that the mainstreaming of
sustainability has allowed the global lead firms to
accumulate ‘green’ profits by extracting value from
suppliers in the Global South. This has been
possible because suppliers have been made respon-
sible for the risks and paying for the costs of
sustainability compliance.

A second concern is that the lead firms do not
have the capabilities to push suppliers to adopt
higher social and environmental standards (Go-
erzen & Van Assche, 2020). The diverse socio-
economic and cultural contexts of employment in
which suppliers are embedded make it difficult for
the lead MNEs to understand the bottlenecks that
prevent compliance with social standards imposed
from overseas (Lund-Thomsen & Lindgreen, 2014).

Several papers included in this special collection
show that national and supranational policies play
a key role in fostering social and environmental
upgrading. Pasquali, Godfrey & Nadvi (2021) offer
empirical evidence from Southern Africa’s regional
value chain in apparel that illustrates how difficult
it could be improving labor standards when the
national and regional contexts are characterized by
weak labor legislation and fragile trade unions. In
sharp contrast to AGOA and EBA, which respec-
tively regulate trade between the USA and EU and
African countries, and incorporate labor standards
into trade preferences, neither SACU nor SADC,
which regulate trade among African countries,
integrate minimum labor standards. Their conclu-
sion is that the future implementation of the
African Continental Free Trade Area (AfCFTA)
should include a social clause, because without it,
for instance, South African retailers could take
advantage of the very low labor costs in Ethiopia
without any attention to social upgrading (Whit-
field et al., 2020).

Along the same lines, Nachum (2021) in this
special collection states that to push social upgrad-
ing there is a need for interdependence of objec-
tives between producing and consuming countries.
The author presents a comparative case about the
apparel industry in Bangladesh and Cambodia.
While in Cambodia the empowerment of labor
unions supported by the local government and
pushed by the US policy brought about social
change, in Bangladesh, without national support,
US lead firms were unable to instill any social
improvement (Bair et al., 2020). This case illustrates
that accounting for the interdependencies between
lead firms, domestic suppliers, employees and
national governments in producing and consum-
ing countries is fundamental to instilling socially
desirable value distribution in GVCs.

A further dimension which has not been consid-
ered as much in the literature is the potentially
negative impact of large-scale production for global
markets on local communities. This is the focus of
Gammelgaard, Haakonsson and Just (2021) in this
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special collection who, based on empirical evidence
on Malawi, introduce the concept of community
governance as a bottom-up governance process to
be undertaken by rural communities involved in
agricultural GVCs. This entails designing and
managing GVC participation with the aim of
livelihood upgrading against potentially harmful
GVC-related activities. Consequently, the state
should play a role of regulator of corporate actors
and mitigator of potential negative GVC effects,
guaranteeing local communities’ active participa-
tion in GVC governance.

Taken together, GVC studies have firmly estab-
lished that lead firms can be a powerful vector to
promote social and environmental upgrading
through their linkages with their suppliers and
sub-suppliers. However, the literature is much less
clear which policies targeting lead firms and their
linkages can most effectively promote sustainabil-
ity along GVCs.

GVC Resiliency Policies

Economic resilience has emerged as a fourth prior-
ity related to GVCs in the wake of recent system-
wide crises. In today’s globally interconnected
economies, a disruption in one part of the eco-
nomic system can turn into a severe global eco-
nomic downturn, and GVCs often play an
important role in the transmission (Miroudot,
2020). Recent history provides us with several
examples. During the global financial crisis of
2008-2009, negative liquidity shocks in one coun-
try caused a chain reaction of financial difficulties
throughout GVCs as firms relied on each other for
credit (Bems et al., 2013). In the immediate after-
math of the 2011 Tohoku earthquake and tsunami,
the production of many Japanese automotive and
electronics components dried up, creating a dis-
ruption of international supply chains that affected
the price and availability of cars and computers
around the world (Escaith et al., 2011). In the early
months of the Covid-19 pandemic, confinement
efforts in China led to the closure of factories across
the globe as companies could not access parts
(Foldy, 2020).

In policy circles, these events — combined with
recent shortages in essential goods such as vaccines
and medical equipment — have raised the concern
that excessive international division of labor has
overly heightened countries’ reliance on foreign
suppliers and GVCs, thus endangering govern-
ments’ ability to deliver societal well-being (Dallas
et al., 2021; Evenett, 2020). Assertions have been

made that GVCs had become too complex and that
they were not designed to operate in today’s
turbulent geopolitical landscape. Calls have there-
fore become increasingly loud for GVC policies that
would make countries more resilient to global
economic shocks.

A country’s resilience is generally defined as its
ability to rapidly return to delivering societal well-
being in the wake of an economic disruption
(Miroudot, 2020). In this respect, a country’s par-
ticipation in GVCs can influence resilience by
affecting both the severity of a disruption’s initial
economic impact and the ability to rapidly bounce
back post-disruption.

Current debates often equate resilience with self-
sufficiency, but this can be misleading (OECD,
2020). It is of course true, that fully localized
production reduces a country’s exposure to shocks
that disrupt foreign production or trade (e.g., the
recent Suez Canal blockage). However, it also
heightens a country’s vulnerability to local disas-
ters that curtail domestic production (e.g., hurri-
cane Katrina). In other words, building resilience
implies that countries should avoid putting all
apples in the same basket, and GVCs can play an
important role in ensuring this does not happen.

A more pertinent resilience-related concern for
policymakers is thus how to ensure that a society’s
ability to deliver essential goods and services is
sufficiently resistant to both local and foreign
disruptions (Miroudot, 2020). First, is a country’s
supply base of essential goods sufficiently diversi-
fied so that they are not excessively dependent on
GVC links with specific countries (including the
home country) that are prone to production or
trade disruptions? During the Covid-19 pandemic,
for example, an often-heard concern was that
several countries were excessively dependent on
China for the supply of essential medical equip-
ment (Evenett, 2020). During the 2021 Texas Power
failure, then again, critics argued that the U.S. state
was insufficiently connected to the country’s elec-
tricity grid, making it overly vulnerable to local
shocks. Second, does a country have ready-to-access
substitutes in case a disruption to an existing GVC
linkage occurs? This can be in the form of domestic
or regional buffer stocks, or a country’s ability to
rapidly switch to domestic or foreign supply alter-
natives (even if they are not yet in use) to
compensate for the disruption. During the Covid-
19 pandemic, for example, the US government was
criticized for its poor stockpiling of medical masks
pre-pandemic, but also praised for its ability to
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rapidly ramp up domestic production of masks
(Gereffi, 2020).

Any policy response to these questions needs to
acknowledge that companies generally grasp many
of the risks related to international supply chain
shocks and have already developed sophisticated
risk management strategies to deal with them.
Many firms have added agility to their supply
chain by diversifying their supplier base, increasing
manufacturing capacity and creating buffer stocks
(Christopher & Peck, 2004). Well before the start of
the 2018 Sino-US trade war, for example, many
companies have adopted a China Plus One strategy
where they duplicated production in China and at
least one other country to reduce their vulnerabil-
ity to supply chain disruptions and currency fluc-
tuations in any individual country.

The contribution of Gereffi et al. (2021) in this
special collection offers new evidence about firms’
resilience in mitigating supply chain disruptions
through the reconfiguration of their GVCs. As the
US-China trade war unfolded, they found that
many affected firms in the apparel, automotive
and electronics sectors were able to bypass newly
imposed trade restrictions through two main strate-
gies: (i) switching production locations, end mar-
kets and/or suppliers; and (ii) upgrading value
chain activities. They thus suggest that the adop-
tion of risk mitigation strategies in GVCs has
undercut the effectiveness of traditional trade
policies.

The ability of market forces to naturally push
firms to develop their own risk mitigation strategies
suggests that governments should resist the temp-
tation to go too far in their efforts to enhance
resilience. The key resilience-related policy ques-
tion that governments face is thus to what extent
there are market failures in a society’s ability to deal
with domestic or foreign disruptions in the delivery
of essential goods and services, and how to address
them.

Horner (2021)’s article in this special collection
provides useful insights into how a government can
address market failures in the development of
resilience. In the article, the author focuses on
countries that mostly have an import-oriented
engagement with GVCs in essential goods — they
act as an end market —and asks what governments
can do to promote both their development and
health policy interests. Using the example of South
Africa’s pharmaceutical industry, Horner demon-
strates that the state’s role as a facilitator in this
context is limited, and that the government

consequently turns to direct intervention such as
state ownership and public procurement policies to
attain their policy goals.

Indeed, there are several direct interventions that
governments can conduct ex ante to enhance
resilience. First, governments can develop buffering
strategies such as stockpiling for essential products.
Second, they can subsidize local production of
essential goods or promote state ownership. Third,
they can push for extra diversification of the supply
base through their public procurement strategies.

Dialogue with the private sector and possibly
even the organization of public—private platforms
at the level of GVCs are needed to develop the
appropriate government interventions (Hoekman,
2021). Simchi-Levi and Simchi-Levi (2020) have in
this respect come up with an interesting proposal:
similar to bank stress tests that were imposed after
the Great Recession of 2008-2009, governments
should work together with industries that provide
essential goods to establish stress tests that capture
a country’s ability to deal with demand or supply
disruptions. These stress tests should consider the
government’s own stockpiling strategy, the speed
with which both local production and imports can
be ramped up, the diversification of import sources,
and the impact of potential export restrictions by
other countries.

Finally, international cooperation should be an
integral part of any resilience strategy. From the
perspective of government authorities, agreements
to share essential goods, to conduct joint procure-
ments at a bilateral or regional level and to limit
export restrictions can facilitate diversification and
risk sharing.

HOW ARE GVC-ORIENTED POLICIES
DIFFERENT? THE TRIFECTA OF TASKS,
LINKAGES, AND FIRMS
Careful observers will notice that the distinction
between GVC-oriented policies and traditional
public policies does not lie in their social or
economic objectives. Policymakers were using pub-
lic policy tools to boost trade integration and to
strengthen specialization in higher value-added
industries well before they started paying attention
to GVCs. Redistributive and resiliency concerns
have also been on the agenda in traditional IB

policy discussions.

The different weights that international organi-
zations and government agencies put on GVC
objectives nonetheless lead to systematic variations
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in GVC-oriented policies across policy agencies
(Gereffi, 2019b; Mayer & Gereffi, 2019). Depending
on their ideological heritage and focus, policy
agencies sponsor more minimalist or rather more
interventionist GVC policies. For instance, the
World Trade Organization’s traditional focus is
more on trade without discrimination, therefore
primarily promoting relatively minimalist, facilita-
tive, and horizontal GVC participation policies. By
contrast, the International Labor Organization has
developed the Decent Work Agenda and therefore
the emphasis in GVC policies is on inclusive
development promoting employment creation,
social protection and MNEs’ involvement in social
upgrading. Similarly, as emphasized by De Marchi
and Alford (2021) in this special collection, at
national level different policy actors can have
diverse interests and objectives across ministries
(i.e., the Ministry of Agriculture or Industry vs. the
Ministry of Equal Opportunities or Social Affairs)
and across geographical jurisdictions (i.e., central,
provincial or municipal authorities). Policy coordi-
nation is often a problem, and a value chain-
specific approach has been proposed to formulate
and implement GVC-oriented policies (Findlay &
Hoekman, 2021, in this special collection).

Taking this perspective, the novel policy descrip-
tions come from the elevated role that is given to
the trifecta of tasks, linkages, and firms, which has
pushed local, regional and national governments to
change the economic rationales for conducting pol-
icy interventions and which has altered the range
of instruments they can use to attain policy goals.

GVC-oriented policies put the spotlight on the
development of fine-grained GVC tasks instead of
the traditional focus on entire industries. As we
have seen, a central aim of participation policies is
to boost functional specialization so that countries
can concentrate on those tasks in which they have
a comparative advantage. A key goal of value
capture policies is to help countries create and
appropriate more value by conducting the existing
activities better or by functionally upgrading into
higher value-added tasks. In both cases, policymak-
ers are pushed to adopt a more granular view of the
type of activities that they should target to promote
economic  development through  structural
transformation.

GVC-oriented policies also lay greater emphasis
on the role of linkages than traditional development
policies. A key insight from GVC studies is that a
firm’s economic performance and the social condi-
tions that it offers to its workers are heavily

influenced by its value chain connections. Inter-
firm linkages to foreign partners can act as a
powerful conduit for accessing foreign knowledge
and resources that can be leveraged to improve
technological and operational capabilities. Decent
work parameters imposed by foreign value chain
partners can incentivize firms to improve their local
work conditions. Economic shocks to foreign value
chain partners can be transmitted to local firms
through supply chains. A focal concern of policy-
makers is thus how to properly regulate, deepen,
and strengthen GVC linkages so that they can
promote both economic and social upgrading
while at the same time guaranteeing a country’s
economic resilience.

GVC-oriented policies finally elevate the role of
firms, both of lead firms and their suppliers, and a
fine-grained microeconomic focus is called for.
GVC scholarship recognizes the essential role that
lead firms play in defining the terms and conditions
of GVC membership and thus considers harnessing
their behavior to be a potent approach to accom-
plish policy objectives. Some GVC-oriented policies
in this respect may promote a partnership between
public and private actors in which policymakers
collaborate with GVC lead firms to upgrade local
suppliers, ensure fair treatment of workers, adopt
environmentally sustainable business practices,
and build resiliency (Abdulsamad & Manson,
2019; Gereffi, 2019b). Furthermore, GVC-oriented
policies recognize the essential objective of sup-
porting suppliers’ efforts to enter - and nurture -
profitable relationships with lead firms, exploiting
the potential offered by these relationships for their
own learning and capability development. This
further strengthens the argument that GVC-ori-
ented policies elevate the role of linkages and firms.

The GVC literature’s emphasis on the trifecta of
tasks, linkages, and firms has exposed a new set of
market failures that provide a potent narrative for
new policy rationales (Pietrobelli & Staritz, 2018).
The non-rival and partially excludable nature of
intangibles — which are at the heart of some of the
highest value-added and therefore most desirable
tasks in a GVC (e.g., R&D and marketing) — create
public good problems that need to be addressed
through government intervention (Jaax & Mirou-
dot, 2021; Van Assche, 2020). Market externalities
abound in lead firms’ willingness to share knowl-
edge through their GVC linkages and the develop-
ment of suppliers’ capabilities to absorb it
(Guerrieri & Pietrobelli, 2004; Pietrobelli & Staritz,
2018). Market forces do little to engender social
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upgrading, environmental upgrading and eco-
nomic resilience. For these reasons, there is a
loudening call among GVC scholars for moving
beyond the traditional development policies built
around the so-called Washington Consensus,
which focuses on minimalist state intervention,
and to adopt more potent trade, industrial and
innovation policies (Neilson, 2014; Werner et al.,
2014).

Moreover, an increasingly prominent viewpoint
is that the global scope of GVCs has hampered
countries’ capacity to address some key GVC-
related market failures (Kobrin, 2015). This pro-
duces two main consequences: on the one hand
supra-national policies and institutions need to be
reformed to address the GVC-related market and
coordination failures that individual countries’
governments cannot fix. The recent G7 proposal
for a minimum global corporate tax rate to close
cross-border tax loopholes is a good example of
this. On the other hand, governments are also
being forced to partner up with the private sector to
address “governance gaps” (Scherer & Palazzo,
2011; Eberlein, 2019; Goerzen et al., 2021). That
is, there is a growing call for private actors such as
lead firms and non-governmental organizations to
play an active role in filling gaps in global regula-
tion and in resolving global public good problems.
To reconcile private sector interests, policy makers
should take on a brokering role in ‘value chain
coalitions’, facilitating dialogues between public
and private stakeholders (Morris et al., 2012).

The trifecta of tasks, linkages, and firms at the
heart of GVC-oriented policies also implies that
governments need to rely on new instruments and
actions to reach their policy goals. In some cases, it
provides policymakers with new levers in their
policy toolbox. Many state-led export credit agen-
cies, for example, have expanded the type of firms
to which they can provide trade financing in order
to reflect the growing reality of GVCs (Van Assche
& Gangnes, 2019). Whereas in the past they relied
on push strategies that provided financing to
support the export sales of domestic firms, they
now increasingly adopt pull strategies where they
give loans and export credits to large foreign
companies, insofar this helps facilitate the integra-
tion of domestic firms into GVCs. In other cases,
existing policy instruments are rendered Iless
potent. For example, GVCs allow firms to more
easily circumvent trade policy barriers (Ma & Van
Assche, 2014). To avoid a country-specific trade
policy, a lead firm no longer has to relocate its

entire value chain to another country, but only a
single value chain stage, often final assembly.
Gereffi et al. (2021) in this special collection indeed
found that many firms in the apparel, automotive
and electronics sectors were able to bypass trade
restrictions related to the US-China trade war by
switching production locations, end markets and
suppliers.

Redesigning policy instruments for new GVC
realities, however, is often easier said than done.
Once the trifecta of tasks, linkages, and firms is
considered, it becomes clear that policymakers
need to take into consideration the complementar-
ities between various at-the-border and beyond-
the-border policies, e.g., the operation of a GVC
makes it necessary to look at trade promotion,
innovation and industrial policies to support local
suppliers, at training policy to produce the required
skills, at infrastructural policy to facilitate exports
and imports, at the availability of advisory services
in the areas of standards and certifications as well as
at labor, social and environmental regulations.
Each policy needs to be assessed in light of its
systemic scope and influence, moving beyond the
traditional “silos” approach where each Govern-
ment Ministry and Agency pursues its own objec-
tives independently. Moreover, the frontier has had
to be moved beyond national borders to interact
with global buyers, thus overcoming the traditional
distinction between policies for the domestic and
the foreign market. Therefore, even if many ele-
ments of policy were already present long time ago,
the advent of GVCs has forced to rethink them in
such a deep fashion, that the whole set of policies
oriented to GVCs has now become a truly different
concept.

CONCLUSION
GVC-oriented policies differ from traditional public
policies since they account for the elevated role
that the trifecta of tasks, linkages, and firms play in
today’s global economy and since they propose
new policy instruments that can be used to target
the promotion of diverse, and not always comple-
mentary, economic and societal goals. We have
shown that these policies require a systemic
approach that covers various domains including
innovation, trade and industrial policy, infrastruc-
ture, education and training policies, and service
provision. They also require assessing the hetero-
geneous impact of policies on firms, workers, and
other stakeholders and considering both national
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and sub-national differences as well as supra-na-
tional concerns. These policies extend far beyond
the market-enabling interventions of the Washing-
ton Consensus, and often entail a vertical and
selective approach.

A major contribution of the special collection is
the evidence on unintended consequences of various
policies on GVCs, a theme on which there is still
substantial room for theory building. In other
words, the complex architecture and the deep
interactions prevailing in GVCs may produce the
result that a policy that was intended to have a
specific effect (e.g., the imposing of trade restric-
tions) could for example have an unanticipated
effect on industry behavior and technological
change. Thus, Gereffi et al. (2021) find that firms
during the US-China trade war attempted to mit-
igate the impact of trade restrictions by economi-
cally upgrading their GVC activities. In the case of
reshoring policies in the UK West Midlands, Pego-
raro et al. (2021) also discover that one of the
unexpected effects was fostering technological
upgrading. Both findings suggest that the relation
between trade restrictions, GVC participation and
GVC value capture is non-linear, something which
needs to be further investigated. On a separate
topic, Goerzen et al. (2021) find that institutions
have a highly variegated influence on the effective-
ness of private governance, suggesting that more
theoretical research is needed on the links between
institutions, private governance and public
governance.

Another key contribution is showing the impor-
tance of developing new data and combining
existing databases to study the effects of GVC-
oriented policies. Despite the availability of new
aggregate databases (e.g., the OECD’s Trade in
Value Added -TiVA- and the UNCTAD-Eora GVC
databases) that have opened the floodgates for
quantitative research on GVCs (Antras & Chor,
2021; Sturgeon, 2019), more is needed to allow
empirical research to catch up with GVC theory
with a focus on the role of policies (Frederick,
2019). In this special collection, Jaax and Miroudot
(2021) combine the TiVA dataset with information
on factor income to study the determinants of
income related to intangibles in GVCs. Further-
more, Bam et al. (2021) associate input-output
statistics for South Africa with product space data to
identify which tasks should be the target of

industrial policies. These are promising develop-
ments that are necessary to empirically test the
wealth of new policy proposals that has been
coming out of the GVC literature.

Aside from advances in aggregate statistics, there
is also a need for new micro data and empirical
analysis on the strategies and decision-making
processes that firms and other actors in GVCs take
to deal with the repercussions of GVC-oriented
policy (Sako & Zylberberg, 2019; Sturgeon, 2019).
International business scholars are particularly well
positioned to take on this challenge. As pointed out
by Gereffi et al. (2021), researchers should in this
respect move beyond industry-specific analysis
(e.g., footwear in Mexico) and more fully embrace
both comparative and longitudinal studies. Com-
parative analysis across companies or industries
allows researchers to assess the influence of firm
and sector characteristics on the relation between
public policy and GVCs. Longitudinal analysis is
critical for evaluating dynamic trends which are at
the heart of the interactions and possible trade-offs
among economic, social and environmental
upgrading.

Indeed, this is a theme that has only received
limited uptake both in this special collection and in
the wider literature: How do GVC-oriented policies
differentially impact multiple policy goals? GVC
studies have shown that there are trade-offs
between economic, social and environmental
upgrading (De Marchi & Alford, 2021), but the
connections to policy have been underexplored.
Furthermore, there has been little work studying
the cross-influence that the same policy interven-
tions may have on several policy objectives
(Alvarez, Crespi & Volpe Martincus, 2012). This is
an important lacuna in the literature since policy-
related trade-offs abound. Resiliency policies, for
example, may increase a firm or region’s ability to
deal with external shocks at the cost of its GVC
participation or value capture. Labor standards may
promote social upgrading at the detriment of GVC
participation or value capture. As we reflect on the
role that GVCs can play on sustainable recovery
(Zhan, 2021), it is clear that more theoretical and
empirical research is needed on the trade-offs and
inconsistencies that emerge when GVC-oriented
policies are used to address multiple policy goals.
Getting a better grasp on these will go a long way in
developing a systemic and evidence-based vision of
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GVC-oriented policies that transcends a govern-
ment’s or international organization’s ideological
heritage.
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NOTES

'In the literature, “dynamic rents” are identified
as: (i) resource rents, “gifts of nature”, in which a
producer has access to relatively better land or
resource; (ii) innovation rents endogenously cre-
ated by producers through the systematic applica-
tion of knowledge to production (Freeman, 1974;
Schumpeter 1934); (iii) exogenous rents where
producers may benefit from access to better forms
of infrastructure, lower costs and directed financial
intermediation, better trained workforce, etc.; and
(iv) market rents, which arise through exclusive or
near-exclusive control over input and product
markets (Davis et al., 2018).
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