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CHAPTER 18

PERSPECTIVES ON
INTER-
ORGANIZATIONAL
RELATIONS IN
ECONOMIC
GEOGRAPHY

HENRY WAI-CHUNG YEUNG

INTRODUCTION

EcoNowmic geography is an academic discipline that is fundamentally concerned
with describing and explaining the spatial organization of economic activity (see
Clark et al. 2000; Sheppard and Barnes 2000; Barnes et al. 2003). This spatiality of
the economy can be analysed in relation to location in space, place, and scale of eco-
nomic processes and outcomes. While locational analysis is often a straightforward
exercise of mapping spatial differentiation, the incorporation of place and scale in
the analytical lexicons of economic geography offers much more sophistication in
economic-geographical interpretations. Specifically, a grounded concern for places
allows us to explore how economic processes are embedded inextricably in the so-
cial, cultural, institutional, and political contexts of these places. A consideration of
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geographical scale permits economic systems to be seen as ‘open’ and simultaneously
driven by a multitude of processes from the individual/household scale up to the
global scale. Taken together, economic geography is an eclectic discipline that draws
upon a range of cognate disciplines such as economics, sociology, organization
studies, and political economy. And yet its distinctive purpose and scope remain
with the spatiality of economic processes operating in different places and at differ-
ent scales. As Clark et al. (2000: 3—4; emphasis omitted) noted in their introduction
to the Oxford Handbook of Economic Geography, ‘[d]ifference, differentiation, and
heterogeneity characterize the economic landscape, and are part and parcel of the
intellectual agenda motivating the field of economic geography’.

Situated in the above context, this chapter examines how inter-organizational
relations (IOR) has developed and been analysed in economic geography during
the past two decades (see also Yeung 1994, 2000; Grabher, 2006: Hess and Yeung
2006a). To make apparent different perspectives in economic geography that are
linked directly to IOR as a field of study, I have chosen to review and evaluate
two major strands of the literature: (1) inter-organizational networks and spatial
development; and (2) relational networks and global production networks (GPNs).
Whereas the first strand of geographical perspectives deploys inter-organizational
networks to explain the nature and characteristics of economic development at local
and regional scales (see also Geddes, Chapter 8), the second body of work focuses
primarily on relational networks in GPNs and places a great deal of emphasis on
how inter-organizational relations are mediated through complex power relations
constituted at multiple geographical scales, particularly at the global scale (see also
Lazerson and Lorenzoni, Chapter 2).

In doing so, I have two specific aims in this critical review. First, I seek to
introduce readers to the diverse terrain of theoretical literature on IOR in economic
geography. This diversity results from the import of key conceptual ideas from allied
disciplines by economic geographers, who in turn put these concepts into spatial
perspectives or deploy them to explain geographical problems. Partly because of
this import, economic-geographical perspectives on IOR may not appear to be
privileging specific economic and/or geographical concepts; there may not be core
theories that dominate geographical analysis. Instead, these economic-geographical
perspectives are best described as ‘recombinant perspectives’ exhibiting conceptual
traits from leading theories in cognate disciplines. Their commonality, however,
is predicated on the articulation of place, space, and scale in their explanatory
apparatus. There is therefore a great deal of interdisciplinary connection between
these perspectives and those in cognate disciplines. It also raises the important and,
yet difficult, issue of how we judge the adequacy of these theoretical perspectives
in economic geography. By tracing these interconnections, this introduction is
intentionally interdisciplinary in nature, though explicit attention will be paid to
conceptual developments in economic geography. Second, I assess the prospects
of these economic-geographical perspectives in order to develop a future research
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agenda that might interest researchers intending to articulate a geographical dimen-
sion in their research on IOR. Here, I attempt to make explicit the value-addedness
of adopting economic-geographical perspectives in analysing inter-organizational
relations.

The chapter is organized into five sections. The next section reviews the emer-
gence of the network perspective on IOR in economic geography since the late
1980s. Unlike its counterparts in organization studies and industrial economics, the
network perspective in economic geography focuses specifically on the interfaces
between IOR and local and regional development. In other words, the spatiality
of IOR and their outcomes are privileged in this perspective. The third section
extends this geographical focus on networks to address the rise of the ‘relational
turn’ during the late 1990s. There is a shift from economic logic to the social and
cultural embeddedness of IOR in this latter literature. In this growing emphasis on
relational properties of actors and agents, I am particularly concerned with how
power in IOR is conceptualized in this ‘relational turn’ and how power relations
operate through global production networks (GPNs) (see also Huxham and Beech,
Chapter 21, for accounts of power in IOR). The spatiality of power in IOR such
as GPNs becomes the primary focus of analysis. The penultimate section assesses
the prospects and future directions of research on IOR in economic geography in
general and GPNs in particular. This is followed by a brief conclusion.

NETWORK ANALYSIS,
INTER-ORGANIZATIONAL RELATIONS,
AND REGIONAL DEVELOPMENT

Economic geography has a long tradition of analysing the spatial relationships of
business firms, though the focus on IOR among firms is a relatively recent phe-
nomenon. During the 1950s and the 1960s, economic geography was preoccupied
with the locational and behavioural patterns of firms in space (see Krumme 1969;
Hayter and Watts 1983; Dicken 1990). The emergence of a Marxist radical approach
in the 1970s and the 1980s led to a major theoretical and empirical reorientation of
research in industrial (economic) geography. This radical literature subsumed the
firm under dominant capitalist class relations such that capital’s logic explains the
spatial behaviour of the firm. In both strands of literature, the firm remained as
the singular unit of analysis. There were virtually no efforts to analyse how similar
and different firms are interrelated and how these inter-organizational relationships
might shape the space-economy.
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The late 1980s witnessed the rapid emergence of the analysis of networks of inter-
firm relationships in economic geography (Christensen et al. 1990; Camagni 1991,
1992; Amin and Thrift 1992; Dicken and Thrift 1992; see Yeung 1994). This emer-
gence echoed the then re-emerging interest in the notion of the ‘network’ form of
organization in industrial economics (Best 1990; Axelson and Easton 1992), interna-
tional business (Bartlett and Ghoshal 1989; Forsgren and Johanson 1992), organiza-
tional analysis (Nohria and Eccles 1992), and economic sociology (Thompson et al.
1991; Grabher 1993). The strength of this network approach is that ‘it treats the phe-
nomena as a whole and allows for the discovery of relationships invisible to analysis
of the discrete parts’ (Green 1993: 73). This body of literature places greater emphasis
on the network form of industrial organization. By re-asserting the embedded role
of the firm in social relations, network analysis distinguishes itself from the earlier
perspectives on industrial systems (Amin 1994; Yeung 2005a) (see also discussions
of embeddedness in Chapter 20—Bachmann and Zaheer, Chapter 9—Jones and
Lichtenstein). The purpose of this network analysis is to revitalize the neglected
aspects of industrial organization in space. In the following two subsections, I will
first outline the rise of network analysis in economic geography and then focus
specifically on how one dominant strand of literature deploys relational networks
to explain local and regional development.

Networks of Inter-organizational Relations

In general, we can identify three aspects of this emerging network analysis in
economic geography (see Yeung 1994): (1) the concepts of industrial districts, (2)
the evolution of networks, and (3) the spatial organization of networks. In relation
to the post-Fordism and flexible specialization debate that dominated economic
geography during the late 1980s and the early 1990s, the concepts of ‘local milieu,
industrial districts, and ‘external networks’ received significant research attention
up until the mid-1990s (see also Chapter 2—Lazerson and Lorenzoni). A local
milieu is defined as ‘the territorial tank of network relationships and of common
cultural or psychological attitudes’ (Camagni 1992: 3). The definition of an indus-
trial district is, however, far from easy and clear-cut. Some economic geographers
prefer to define an industrial district on the basis of territorial agglomeration
(e.g. Scott 1988, 1992). Others think that an industrial district has no real signif-
icance if embedded social relations, expressed in trust mechanisms, atmosphere,
and firm formation, are not present (e.g. Harrison 1992; Lorenz 1993). Still, there
is a sense of spatial formation in these different interpretations of industrial
districts.

Through the process of socialization, both local milieu and external networks
become complementary and mutually reinforcing operators in the industrial orga-
nization of business firms. Two reasons for their mutual co-existence are raised: (1)



20-Cropper-c18 OUP209-Cropper-et-al  (Typeset by Spi, Delhi) 477 of 501 December 6, 2007 17:6

PERSPECTIVES ON IOR IN ECONOMIC GEOGRAPHY 477

to avoid a decrease in its own innovative capacity and (2) to link up to the syn-
ergy of a particular collective milieu (often known as ‘place’). Inter-organizational
relationships, nonetheless, do not only generate benefits. To cite the example of
cooperative agreements, these relationships also come with a certain amount of
costs, such as the costs of unification of distinct structures, difficulties in col-
laboration at a distance, and problems in defining the network pool. The spa-
tial evolution of networks and/or towards a network form of industrial organi-
zation was analysed in Camagni (1991, 1992). Networks evolve through closer or
more formalized linkages and through an upgrading or follow-up of linkages.
Two critical conditions in this network evolution are important. First, there is
an emergence of a learning process in cooperation capability. A firm that has
enormous knowledge and experience of network relationships is likely to succeed
in its subsequent network relationships (see also Chapter 23—Nooteboom). Sec-
ond, a parallel investment in intangible assets is necessary and represented by a
reputation of reliability in cooperation and trust accumulation facilitated by spatial
proximity.

In these geographical perspectives, network relations are conceptualized as inter-
firm relations of externalized and institutional transactions and relationships. Firms
come together in network relations in situ by virtue of the fact that they simultane-
ously compete and cooperate with each other in local and transnational platforms.
In the context of analysing regional development, Cooke and Morgan (1993) have
proposed three dimensions for analysing inter-firm network relations:

1. close and long-lasting ties between producers and users, capturing learning-
by-using effects;

2. networking (and joint ventures) as a method for reaping both specialization
and coordination gains; and

3. long-run and cooperative subcontracting as far as possible, in order to pro-
mote joint technical innovations.

Using a mix of firm-level surveys and case studies, empirical research into net-
works as IOR in economic geography during the 1990s has offered diverse and,
sometimes, conflicting findings (see a critical review in Yeung 2000). The spatial
formation and territorial outcome of networks as IOR remain as the main ana-
lytical objects in these studies. The spatial forms of inter-organizational network
relations are identified in joint ventures, subcontracting, cooperative and non-
equity agreements, strategic alliances, licensing and franchising agreements, ethnic
and personal networks, and collaborative marketing and R&D and technology
financing. Whereas business networks tend to be organized through informal ties
and socialization processes, the levels of formality and bureaucratic control tend
to be higher in supplier commodity chains, production networks, and innovative
networks (see Chapter 3— Johnsen et al. and Chapter 4—Dacin et al., this volume).
Business networks, for example, are often based on interpersonal ties, informal
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information flows, resource sharing, and decentralized learning and knowledge.
These inter-organizational networks are often embedded in localities with very
strong institutional legacies and linkages, although Amin and Cohendet (1999)
question the adequacy of a firm’s dependence on local tacit knowledge in the face
of radical shifts in markets and technologies.

Inter-organizational networks are also found to be increasingly deployed as a
sourcing and production strategy. Recent studies in economic geography have
shown that power relations in supplier commodity chains tend to privilege down-
stream distributors and retailers rather than upstream producers and manufac-
turers. In the case of OEM (original equipment manufacturing) arrangements
and subcontracting, there is limited evidence to suggest the emergence of hierar-
chical networks between major manufacturers and their functionally integrated
suppliers. Other studies have investigated the role of ‘network externalities’ such
as tacit knowledge and interpersonal trusts in facilitating information flows, pro-
duction sharing, and diffusion of technologies. These externalities are particularly
important for the (re)production of innovative networks in specific places and
regions.

The above economic-geographical analysis of network relations, however, has
some limitations that are taken up in the ‘relational turn’ and, specifically, the global
production networks perspective (see later sections). First, relatively insufficient
attention has been paid to the social-cultural and institutional embeddedness of
inter-organizational networks. The focus in the literature is largely on economic
benefits and costs in inter-firm transaction relationships (e.g. Camagni 1991, 1992;
also Scott 1988, 1992, 1993). Production activities are found to assume different
organizational forms in situ. Complex inter-firm transactional relations become
the analytical focus and these inter-organizational relations serve as the basis of the
proposed vertical disintegration and agglomeration of production systems in cer-
tain geographical locations. This approach remains firmly rooted in the economic
efficiency explanations of the formation and evolution of IOR.

Second, intra-firm relationships are largely overlooked. This omission is se-
rious because there is an increasing trend towards networks of intra-firm re-
lationships that may displace the classical hierarchical governance relationships.
The distinction between the informal local milieu and formal external networks
(Camagni 1991, 1992) also implies that there are no networks embedded and
reconstructed in localities. There is no real reason why local networks cannot
emerge from the informal local milieu. Moreover, this typology of network at-
tributes is primarily a regurgitation of the resource-dependence perspective of
network analysis (see Chapter 14—Lotia and Hardy). Its main problem lies in
its inability to show the causal powers of individual business organizations and
their interrelationship within specific time-space contingent contexts. This in-
herent spatiality of power becomes the analytical focus of the ‘relational turn’
as well.
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Third, earlier network analysis in economic geography is concerned with the
empirical outcomes of the networks (e.g. cooperative arrangements), not their
causal formations and social constructions. Firms are thus atomized in this
form of network analysis (see Chapter 11—Kenis and Oerlemans). In short, any
understanding of the nature and dynamics of network relations in the socio-
spatial organization of business operations must take into account the notion of
power and power relations. As argued by Dicken and Thrift (1992: 285-6; empha-
sis in original), the organization of production chains and production systems
through business organizations needs to be conceptualized ‘as a complex set of
networks of inter-relationships between firms which have differing degrees of power
and influence’. 1 will elaborate on this idea in the next section on the ‘relational
turn’

Relational Assets and Regional Development

Notwithstanding the above concern with inter-organizational networks in in-
dustrial districts in economic geography, regions and regional development had
emerged as one of the leading research themes by the mid-1990s. In this burgeoning
literature, inter-organizational relations take a different theoretical ‘framing’. While
the earlier network analysis emphasizes economic costs and efficiency in inter-firm
transactions and collaborations, this focus on regional development takes a ‘softer’
approach to IOR. As the cornerstone of what might be termed a ‘relational turn’
in economic geography (Bathelt and Gliickler 2003; Yeung 2005b), this literature
deploys the concept relational assets to analyse the role of social and institutional
relations in shaping local and regional development. This research moves away
from a neoclassical economic analysis of local and regional development that fo-
cuses primarily on how economic factors of production and other resource en-
dowments shape the absolute and comparative advantages of specific localities and
regions.

Drawing upon institutional and evolutionary perspectives (for the latter, see
also Chapters 12—Lomi et al.), this relational assets approach attempts to explain
local and regional development as a spatial outcome of the resurgence of regional
economies characterized by Storper (1997: 26) as the ‘holy trinity’ of technology,
organizations, and territories (see also Bathelt and Glickler 2003; Bathelt et al.
2004; Tallman et al. 2004). Territorial development is theorized to be embedded
in networks of relational assets and spatial proximity particularly at the local and
regional scales such that ‘territorialization is often tied to specific interdependencies
in economic life’ (Storper 1997: 20). IOR form a critical component of these specific
interdependencies. This shift from neoclassical notions of comparative advantage
to institutionalist notions of relational assets illustrates how different relational
thinking (neoclassical versus institutionalism) might lead to different conceptual

17:6
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themes and explanatory factors to be explored (comparative advantage versus
relational assets). Instead of exploring inter-firm transactional relations embed-
ded in agglomerations, economic geographers have advocated several interrelated
concepts to explain the spatial origins and impact of relational assets: ‘institu-
tional thickness’ (Amin and Thrift 1994), ‘untraded interdependencies’ (Storper
1995; Storper and Salais 1997; Tallman ef al. 2004), ‘learning regions’ (Asheim
1996; Maskell and Malmberg 1999; cf. Hudson 1999), ‘associational economies’
(Cooke and Morgan 1998), ‘collective order’ (Scott 1998), and ‘local buzz’ (Bathelt
et al. 2004).

Amin and Thrift (1994), for example, argue that a locality can stimulate the
growth and competitiveness of business organizations, if it possesses elements that
contribute to the ‘institutional thickness’ arising from local agglomerations and
strong IOR. Some of these elements of local agglomerations are (1) strong insti-
tutional presence defined by the large number of interrelated institutions and or-
ganizations; (2) high levels of interaction amongst these institutions in a local area;
(3) development of sharply defined domination and coalitions through collective
representation; and (4) development of a mutual awareness. Effective cultivation
of these elements of ‘institutional thickness’ is central to the generation of success
within what they call ‘neo-Marshallian nodes’ in global networks (Amin and Thrift
1992). Some of best examples of these nodes filled with Marshall’s idea of cooper-
ative atmosphere are Silicon Valley in high-tech development, City of London in
global finance, and the Third Italy in precision machinery. To Amin and Thrift,
what is most important is not the mere presence of institutions per se, but rather
the processes of institutionalization, i.e. the institutionalizing processes that both
underpin and stimulate a diffused entrepreneurship among different organizations,
ranging from business firms to pro-growth institutions and research institutes.
Collectively, this theoretical emphasis on relational assets offers a variety of non-
economic factors such as local rules, reflexive knowledge, conventions, and contexts
that explain the agglomeration of firms and organizations in specific locations,
the development of strong inter-organizational relations, and, subsequently, the
occurrence of local and regional development.

Furthermore, this geographic literature extends beyond inter-firm network
analysis and examines the geographical outcomes of networking among firms and
institutions. These recent studies have shown that spatial agglomeration and the
formation of territorial production networks are clearly important and, yet, of-
ten overlooked aspects of network analysis (Malmberg ef al. 1996; Malmberg and
Maskell 1997, 2002; Maskell and Malmberg 1999; Phelps 2004). Theoretical argu-
ments in this ‘relational turn’ are situated in the contemporary intellectual and
policy debate about globalization and its multifaceted implications for local and
regional development (Cox 1997; Yeung 1998; Kelly 1999; Olds et al. 1999; Peck
and Yeung 2003; Dicken 2004). There is, however, a significantly wide spectrum
of recent empirical studies, some in favour and others against these theoretical
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arguments for agglomeration tendencies (e.g. Harrison et al. 1996; Gertler and
DiGiovanna 1997; cf. Forrant and Flynn 1998; Pinch and Henry 1999; Martin and
Sunley 2003; Tallman et al. 2004).

Too much ‘institutional thickness), as it turns out in specific local contexts, is not
necessarily always a good thing. Bennett (1997: 332) cautions that ‘[a] dense network
or strong institutional structure is no use economically if it is anti-growth’. Simi-
larly, Scott (1998: 110) argues that ‘not all forms of institutional thickness provide an
automatic guarantee of economic dynamism. Indeed, institutional thickness can be
a positive hindrance to development and growth where stubbornly dysfunctional
attitudes and habits are firmly locked in to the local economic system’. He has
cited the case of the Los Angeles jewellery industry to justify his cautionary claim
(see also Berndt 1998 for the case of Ruhr firms in Germany). Other researchers
have also argued that there may be contradictions in the politicization of local and
community-based economic initiatives, for example competition among localities,
local differentiation and organizational fragmentation of economic agencies within
localities (Eisenschitz and Gough 1996; Cox and Wood 1997; MacLeod 1997; Ward
1997; Huggins 1998; Raco 1998; Grabher and Ibert 2006). ‘Institutional thickness’
is a double-edged sword insofar as firm growth and regional development are
concerned. It may lead to lock-in effects that may stifle inter-organizational col-
laborations and renewal.

POwER, RELATIONAL NETWORKS, AND
GLOBAL PRODUCTION NETWORKS

While the above relational assets framework has contributed to the ‘relational
turn’ in economic geography and placed inter-organizational relations (particularly
firm-institution relations) as its central analytical focus, its spatial locus of analysis
remains largely in local and regional development and its analytical anchor in
endogenous (often non-economic) growth factors. Since the early 1990s, however,
another strand of perspectives on IOR has emerged that unravels relational em-
beddedness in all kinds of networks among economic actors—individuals, firms,
and organizations (see also Chapter 11—Kenis and Oerlemans). Some economic
geographers emphasize inter-organizational networks in order to understand in-
dustrialization, production, and territorial development. Drawing upon Polanyi’s
(1944) notion of differential embeddedness between economy and society in pre-
capitalist and capitalist times and its recent reformulation in ‘new economic soci-
ology’ (Granovetter 1985; Guillén ef al. 2003; Smelser and Swedberg 2005), Dicken
and Thrift (1992: 283) argue for the case of studying different organizational forms
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and processes: ‘the importance of organization as a cognitive, cultural, social and
political (and spatial) framework for doing business has increasingly come to be
realized. Indeed, nowadays, organization is often equated with “culture”, envisaged
as a set of conventions.

In retrospect, the concept of embeddedness and its import into economic geog-
raphy represents a telling move away from studying the social relations of produc-
tion and spatial structures in the radical political economy of the 1980s (see Massey
1984; Gregory and Urry 1985; Storper and Walker 1989; Sayer and Walker 1992), to-
wards a broader conceptualization of the socio-spatial organization of production,
prefiguring the extensive discussions that have taken place since the early 1990s
around network paradigms, associational economies, and relational geographies
(see Storper 1989; Camagni 1991; Cooke and Morgan 1993, 1998; Grabher 1993, 2006;
Yeung 1994, 2000, 2005b; Dicken et al. 2001; Hess 2004; Hess and Yeung 2006a). This
emphasis on networks and their associated power relations has also facilitated the
rediscovery of the firm in economic geography (Taylor and Asheim 2001; Yeung
2005a), in part because it establishes an alternative analytical path between the
methodological individualism of narrowly firm-centric approaches (e.g. industrial
location models and the geography of enterprise approach) and the strong sense of
structural determinism that is evident in studies of geographical industrialization
and uneven development (e.g. the Marxist radical approach).

The recent ‘relational turn’ in economic geography has shed important light on
the role of power and power relations in shaping IOR. The empirical realization of
these different forms of emergent power depends on specific spatial contexts. The
process of connecting different discrete categories necessitates an appreciation of
the tension between these categories. What is often lacking in the earlier form of re-
lational economic geography is analytical focus on the tension and power relations
between—not within—such categories as actors, firms, organizations, institutions,
and so on. Focusing on the inherent tension in IOR and its manifestation through
differential power relations also allows us to incorporate actor-specific practice into
our analysis of contemporary economic change. This section first examines how
emergent power has been theorized in the recent ‘relational turn’ in economic
geography (see also Dicken et al. 2001; Yeung 2005b). It then shows how power
and power relations can be used to develop a particular analytical framework
that addresses IOR beyond the local and regional scales—the global production
networks (GPN) framework (see also Henderson et al. 2002; Coe et al. 2004; Hess
and Yeung 2006a).

Emergent Power in Relational Networks

If relationality, such as that between different organizations, is constituted through
interactions, interconnections, and tensions, then there is clearly a great deal of
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heterogeneity and unevenness in these relational processes. This heterogeneity and
unevenness do not refer to the socio-spatial outcomes themselves. Instead, I refer to
the inherent heterogeneity and unevenness in the constitution and configuration
of IOR that in turn produce concrete outcomes. There are thus different forms of
power embedded in different configurations of IOR. Allen (2003) has analysed the
relations between spatiality and power at a general level and developed a relational
notion of the ‘spatial assemblages of power’ in which spatiality is imbued with
power and power is intertwined with spatiality (cf. Lefebvre 1991). To understand
how power is unleashed through heterogeneous IOR, we need to unpack its causal
nature and concrete forms. Power is a particularly difficult and slippery concept in
social science. Lukes (1986: 17) concludes that

there are various answers, all deeply familiar, which respond to our interests in both the
outcomes and the location of power. Perhaps this explains why, in our ordinary unreflective
judgements and comparisons of power, we normally know what we mean and have little
difficulty in understanding one another, yet every attempt at a single general answer to the
question has failed and seems likely to fail.

Following Allen’s (2003: 2) conception of power as ‘a relational effect of social
interaction), I define power as the relational effects of the capacity to influence and
the exercise of this capacity through actor-specific practice. It is thus defined in
neither simply positional nor practical terms because it is encapsulated in both
position and practice. As such, power is both a relational and an emergent construct
manifested through practice. Power is a relational attribute because its effects are
experienced through the process of its mobilization and practice. For example, we
think of an organization as powerful or having power when we know of prior
outcomes arising from the structures of relations in which this organization is
embedded. This organization can be deemed to possess a capacity to act within
those structures of relations. Its power is dependent on the fact that this capacity is
exercised eventually and successfully. Power is therefore not an inherently possessed
quality as in the Weberian concept of bureaucracy and ‘iron cage’ (Weber 1947;
see Clegg 1990), the resource-dependency school of organization theories (Pfeffer
and Salancik 1978; Pfeffer 1981, 1992; see also Chapter 14 by Lotia and Hardy),
and the structural power school of global political economy (Strange 1994). Power
is also not an organization-specific property as in social network analysis (Burt
1982, 1992, 2004; Emirbayer and Goodwin 1994; Kilduff and Tsai 2003; see also
Chapter 11—Kenis and Oerlemans—in this volume). In this latter literature, an
organization’s power in a network is a function of its positionality or strength of
association. But the structure of a network tells us little about the qualitative nature
of the relations among organizations that are far more important than structures
per se.

Instead, I see power as the emergent effects of social practice among actors in
different organizations who have the capacity and resources to influence outcomes
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(compare with discussion in Chapter 21—Huxham and Beech). Social actors are
thus critical in the mediation of power as relational effects, although they do not
possess power per se. Theorizing overlapping contexts and rationalities of actors, Et-
tlinger (2003: 157) argues that theories privileging network relations are ‘insufficient
to explain how different types of connections among different types of actors make
a difference, and do so in different [spatial] contexts’ A relational view also concep-
tualizes power as an emergent attribute such that the sum of heterogeneous relations
is much greater than that of individual parts. The emergence of power from these
sets of relations represents a particular kind of causal effect because the presence of
their constitutive parts (e.g. actors, organizations, or structures) precedes any con-
crete effects or outcomes. Revisiting the two concepts mentioned in the earlier sec-
tion, the emergent power of ‘relational assets’ and ‘institutional thickness’ is clearly
greater than the sum of individual assets or institutions in a particular region. The
sheer presence of local assets (e.g. technological competencies) or local institutions
(e.g. pro-development coalitions) does not necessarily constitute an emergent effect
propelling superior firm performance and regional development. The territorial-
ized relationships between organizations and space are also highly intertwined in
the sense that firms produce places through their place-based activities and places
produce firms via prevailing sets of local institutions, rules, and conventions (see
Dicken 2000; Dicken and Malmberg 2001; Hudson 2001; Bathelt et al. 2004; Tallman
etal. 2004).

Inter-organizational Relations and Global
Production Networks

How might then the ideas of embeddedness and emergent power be developed in
a geographical perspective that takes the global economy as its analytical subject?
This is the place for the global production networks (GPN) perspective that is
explicitly grounded in the relevant geographic concepts and literature. The GPN
perspective focuses on inter-organizational relations and yet places explanatory
emphasis on emergent power in relational networks. Over the last five years,
considerable progress has been achieved in developing the GPN perspective for
analysing territorial formation and economic development in the global econ-
omy. This genre of theoretical development has shown the continuing uneven-
ness of the spatiality of production and consumption, the differentiating role of
structural and institutional conditions at various spatial scales, and the differen-
tiated responses and strategies of firms, non-firm organizations, and government
bodies shaping the global economy across space and time. Drawing upon Hess
and Yeung (2006a), I briefly trace in the following subsections the historical an-
tecedents of the GPN framework and assess the state of the art of this GPN-inspired
literature.
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As indicated in the Introduction, the GPN framework has a diverse set of in-
tellectual precursors—mostly from outside the discipline of economic geography.
Broadly, we can identify four highly influential antecedents in relation to their
historical contexts: (1) the value chain framework in strategic management since
the early 1980s; (2) the networks and embeddedness perspectives in economic
and organizational sociology since the mid-1980s; (3) the actor-network analy-
sis in science studies since the mid-1980s; and (4) the global commodity/value
chain analysis in economic sociology and development studies since the mid
1990s. Table 18.1 provides a summary of these four strands of literature that pre-
dates the GPN framework in economic geography. With hindsight, as the con-
cept of ‘value chain’ was gaining prominence in different research and policy cir-
cles through the pioneering work of Porter (1980, 1985) during the early 1980s,
explaining the spatial uneven development of capitalist economies was the ‘big
issue’ confronting radical economic geographers (e.g. Harvey 1982; Massey 1984;
Smith 1984). Interestingly, while both strands of literature took the concept of
‘value’ seriously, there was little cross-fertilization at the conceptual level. At around
the same time, the geography of enterprise approach was concerned primarily
with territorial systems of business enterprises and their industrial linkages (e.g.
Hamilton and Linge 1979, 1981, 1983). The value chain framework eventually found
its way into economic geography through the work of Dicken (1986) and sub-
sequently a large body of literature on transnational corporations and regional
development.

In retrospect, the value chain framework associated with Porter’s work has
provided a crucial but contested analytical concept for the GPN framework—
especially in relation to value and its uneven creation over space. This explicit
concern with how value is created, enhanced, and captured in different spatial
configurations fundamentally underpins the theoretical framework developed by
researchers associated with what Bathelt (2006) calls the ‘Manchester School’ of
global production networks (e.g. Henderson et al. 2002; Coe et al. 2004). Figure 18.1
illustrates the key conceptual elements of the GPN framework. Here, value is
defined in both Marxian notions of surplus value and more conventional under-
standings in terms of economic rent. The GPN framework thus brings together
different strands of the analysis of value in an integrated form. Another important
contribution of the value chain framework to the development of GPN work is
that it recognizes the conceptual inseparability between manufacturing and service
activities in constituting economic production. In the original version of Porter’s
value chain, both kinds of economic activities are central to value chain processes.
While some economic geographers have long argued for this integral understanding
of production in relation to social divisions of labour (see Sayer and Walker 1992),
its theoretical significance has become much more magnified through the GPN
framework because we simply cannot understand manufacturing activities without
a concomitant analysis of how these value activities are organized through a wide

17:6
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Categories Value Power Embeddedness
« Creation  Corporate « Territorial
* Enhancement « Collective » Network
 Capture * Institutional
Dimensions * *
Agents Structures
Firms Networks (Business/Political)
» Ownership * "Architecture’
* ‘Architecture’ Configuration » Power configuration
Institutions Coordination + Governance
+ Governmental Sectors
* Quasi-governmental * Technologies
» Non-governmental * Products/markets

Development

Fig. 18.1 The global production networks framework
Source: Henderson et al. (2002: fig. 1).

range of service imperatives (e.g. finance, logistics, and retail). What is more, con-
sidering the importance of services in the modern world economy enables research
on service-sector GPNs an important task in its own right (see also Coe 2004;
Wrigley et al. 2005).

This deep concern with the inter-organizational relations in GPN activities—
manufacturing or service-related—brings us to the second historical antecedent
of the GPN framework (see Table 18.1). Since the mid-1980s, networks and em-
beddedness have come to dominate the lexicon in economic sociology, organi-
zation studies, and strategic management (see Guillén et al. 2003; Smelser and
Swedberg 2005). Sociologists have been interested in social network analysis since
the 1920s and the 1930s (Kilduff and Tsai 2003). This genre of work focuses on
social interaction as the foundation of society. It was not until the mid-1980s that
the idea economic action being embedded in networks of ongoing social relations
was resurrected by the work of Granovetter (1985). Following Karl Polanyi’s work,
Granovetter argued against the atomistic reading of economic relations in trans-
action cost economics associated with Williamson (1975, 1985). Since then, this
idea of embeddedness and networks has strongly reverberated in management and
organization studies (see discussion in Chapter 20—Bachmann and Zaheer). An
enormous range of theoretical and empirical studies has focused on how network
embeddedness can enhance business formation and firm performance (Dacin et al.

1999).

17:6
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While this theoretical development in networks and embeddedness has pro-
foundly impacted upon economic sociology and management studies, its diffu-
sion into economic geography remained relatively slow until the early 1990s (Peck
2005; Grabher 2006). In particular, Dicken and Thrift (1992) have made a strong
case for economic geographers to take networks and embeddedness seriously in
the geographical analysis of firms and their productive activities. This initiative
towards networks and relations in spatial formations provided the disciplinary
platform for what has subsequently emerged as the ‘relational turn’ in new eco-
nomic geography (Bathelt and Gliickler 2003; Yeung 2005b). Specifically, a group
of economic geographers have taken the embeddedness of economic actors as the
central analytical focus in their research (Grabher 1993; Yeung 1994; Hess 2004).
By the late 1990s, the concept of embeddedness had become one analytical cor-
nerstone of the GPN framework (Dicken et al. 2001; Henderson et al. 2002; Coe
et al. 2004).

What might seemingly be missing in an embeddedness framework that relies
on the structural analysis of network relations, however, is the role of geographical
agents such as firms. This concern with the disappearance of actors in the ‘sea’
of network relations has compelled economic geographers to understand better
the nature and properties of networks and their constituents. As indicated in
Table 18.1, the work of actor-network analysis in science and technology studies
since the mid-1980s becomes highly useful here (Law and Hassard 1999). The
geographical adaptation of this analysis through the work of Thrift (1996) and
Murdoch (1997), among others, is critical in the development of an actor-specific
version of the GPN framework in Dicken et al. (2001). In particular, actors such
as the firm are theorized in the GPN framework not as individual agents per se,
but as a constitutive part of the wider network through which emergent power
and effects are realized over space (see earlier section on emergent power). This
conception of actors and their power relations improves on the earlier geographical
work in industrial systems that focused primarily on economic linkages among
firms.

What, then, does this relational framework focusing on networks mean for
analysing the global economy? This is where the final strand of literature con-
cerning the global commodity/value chain analysis (GCC/GVC) makes the greatest
impact (see Table 18.1). Influenced by Wallerstein’s world-system framework, in
which different countries are sorted in a cascading order of core, semi-periphery,
and periphery economies, the GCC/GVC analysis gained prominence after the
mid-1990s, following the work by Gereffi and Korzeniewicz (1990, 1994). To-
gether with other researchers in development studies (e.g. Dieter Ernst, John
Humphrey, and Hubert Schmitz), they have constructed an analytical frame-
work that focuses on the global scale (Gereffi et al. 2005). The GCC/GVC analy-
sis, in particular, has been shown to provide enormously important insights
into a wide range of economic development issues such as industrial upgrading,
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technological and employment change, market expansion, trade patterns, and
SO on.

The GCC/GVC analysis, however, does suffer from some significant shortcom-
ings that can be remedied through the GPN framework (see Dicken et al. 2001;
Henderson et al. 2002; Coe et al. 2004). First, while the chain concept in the GCC
analysis brings multiple geographical scales, particularly the global scale, to the
forefront of its analysis, the geography of GCCs remains weakly developed and
under-theorized—no doubt a reflection of its intellectual origin in sociology. The
issue of territoriality is highly aggregated in the GCC framework, identifying the
spatial units of analysis as either core or periphery. This is where the GPN frame-
work makes stronger claims because it deals with how actors and organizations
in various GPNs are anchored in different places and multiple scales (from the
national to the local scale). A more recent refinement of the GPN framework in
Coe et al. (2004) has made an explicit analytical link between GPNs and (sub-
national) regional development—a core issue for economic geographers since the
1980s.

Second, the institutional dimensions of the GCC/GVC analysis seem to be hi-
jacked by its privileging of governance structures. The former includes the role
of state policies and institutional conditions in shaping development outcomes
in different places and regions. This line of analysis has been reinvigorated in the
‘new regionalism’ literature in geography since the mid-1990s (see MacLeod 2001),
although, until recently, the precise connection between regional development and
GPNs remains underdeveloped (see Coe et al. 2004). GCC/GVC analysis places
much greater emphasis on alternative governance structures that are associated
with the peculiar configuration of GCCs/GVCs in different industries and sectors.
For example, in the clothing industry, the key driver is argued to be global buyers
who dictate the terms of garment manufacturing. In the automobile industry, lead
firms (assemblers) drive the entire GCC/GVC through their assembly plants located
in different regions and countries.

The Value-Added of GPN Research

As we have seen, the analysis of global production networks and how they re-
late to socio-economic development at various spatial scales has come a long
way over the last few years. There is now a growing body of literature that
draws on this framework to answer the main questions of this strand of re-
search, namely: How are GPNs constructed and how do they evolve? What are
the underlying governance structures driving this evolution? Who, ultimately,
benefits and loses through incorporation in or exclusion from GPNs, and in
which places? In order to answer these questions, it is useful to think along
the conceptual lines described in Figure 18.1 and consider the dimensions of
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value, power, and the embeddedness of individuals and organizations (see also
Johns 2006).

Recent work in economic geography has shown that cultural diversity and em-
beddedness are very much part of inter-organizational economic activity on a
transnational or global basis (Hess 2004; Wrigley et al. 2005; Coe and Lee 2006;
Wrigley and Currah 2006). Depending on an organization’s societal embedded-
ness and cultural background, power asymmetries, network configurations, and
governance modes may vary greatly within the same universalistic category of
transnational production systems, for example buyer-driven commodity chains or
modular networks (Gereffi ef al. 2005). Working on supply chains in the Shanghai
automotive cluster, Depner and Bathelt (2005) show how German companies
try to overcome problems of operating in an unknown institutional and cul-
tural environment that has different norms, rules, and modus operandi (Gertler
2004). Despite this evolving body of research, culture and non-firm institutions
are—with the exception of the GPN framework—still treated as externalities in
much of the existing conceptual literature on transnational systems of IOR. For
example, Gereffi et al. (2005: 99; emphasis added) argue that ‘we feel confident
that the variables internal to our model influence the shape and governance of
global value chains in important ways, regardless of the institutional context within
which they are situated’ This neglect of institutions such as the state or NGOs,
at the local as well as regional and national scales, poses a significant analytical
problem.

Recent accounts of the state of the art in GCC analysis call for a better recog-
nition of the cultural, political, and institutional environments in which GPN
firms operate (Smith et al. 2002; Bair 2005; Yeung 2007). Liu and Dicken (2006)
is a good example of GPN research that takes the role of the state and other
non-firm institutions seriously. Utilizing the automobile industry in China as a
case study, the authors explore the power of the Chinese state to embed foreign
investors in this sector for the benefit of the national economy. Their notion of
‘obligated embeddedness’ indicates that embeddedness does not describe a be-
nign world of cooperation between different organizations without any power
asymmetries (Sayer 2001). Weller’s (2006) work on the embeddedness of GPN
in Fiji’s garment industry reinforces this view by analysing the development
of GPNs and their transformation as a dynamic process characterized by the
interdependencies between trust, embeddedness, and power at multiple spatial
scales. Unlike much of the GCC/GVC literature, where governance structures are
conceptualized primarily along the ideas of power as a capacity and resource,
Weller also highlights the importance of a relational view of power (Allen 2003;
Yeung 2005b).

In a similar fashion, Hess and Coe (2006) examine the role of power and
embeddedness in shaping the organization and spatiality of GPNs in the mobile
telecommunications industry. The entanglement of power and embeddedness
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becomes particularly obvious when investigating the standard-setting process in
this industry. Technological standards can be considered as a main tool to appropri-
ate value for network members (O’Riain 2004) and to gain control over particular
nodes in telecommunications value networks. How the process of standard setting
is played out between different actors and organizations, however, does not follow
universal rules of transaction cost economies, but depends to a large extent
on the societal embeddedness of the actors and organizations involved, i.e. their
cultural background and historical development in particular institutional contexts
(Hess 2004).

PROSPECTS AND FUTURE DIRECTIONS

After a critical review of network analysis in economic geography up until the early
1990s, I concluded that

It is perhaps time for a reconstruction of the geography of business organisations and
production systems on the basis of a ‘bottom-up’ and network relation approach which
seek to construct the social formation of network relations at the intra-, inter- and extra-
firm levels and to examine the role of these network relations in understanding the landscape
of the capitalist global economy.

(Yeung 1994: 43)

As reviewed in the above sections, the ensuing conceptual developments in eco-
nomic geography that focus on IOR have certainly gone well beyond my call to place
network relations centrally in geographical explanations of the capitalist global
economy. What then are the future prospects and challenges to research on IOR?
I intend to address them in relation to three dimensions: ontological challenges,
epistemological issues, and methodological concerns.

As the ‘economic’ is increasingly reconceptualized in ‘new’ economic geography
to incorporate social and cultural dimensions (see Thrift and Olds 1996; Thrift
2000), the ontological challenge lies in integrating both material and socio-cultural
dimensions of IOR. For example, how should future GPN research address the
mutual interdependencies of the social/cultural and the economic, and agency
and structure (see also Bathelt 2006)? A way forward might be to try and re-
consider some fundamental insights from different intellectual currents in eco-
nomic geography, namely political economy, actor-network theory (ANT), and
‘new economic geography), the latter often used as a synonym for the ‘cultural
turn’ in the discipline. Political economy has much to offer in terms of explaining
the structural and institutional preconditions of human action, while ANT as a
poststructuralist concept helps us focus on the agency dimension in producing
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IOR. The ‘cultural turn’—albeit largely ignoring the material and economic ba-
sis of contemporary capitalism—is helpful in integrating the socio-cultural di-
mension of economic exchange and value creation, enhancement, and capture
in IOR.

Related to these ontological challenges, geographical research into IOR is also
confronted with certain epistemological problems, particularly with regard to its
theoretical foundations. As noted in Table 18.1, for example, the GPN framework
owes its theoretical ideas much more to economic sociology and network analysis
than orthodox economics. This phenomenon is certainly not accidental because, as
observed by Peck (2005), economic geographers seem to ‘play out’ much more with
sociologists and organizational theorists than hard-nosed economists. In doing
so, there is a danger in GPN-related work of over-emphasizing social relations
stretched across space at the expense of economic transactions that constitute the
very foundation of inter-organizational networks, particularly GPNs. As stated
earlier, we should not lose sight of the fundamental economic raison d’étre of
each GPN. The challenge to future research into IOR rests with our continual
commitment to the analysis of the spatial creation, enhancement, and capture of
value—defined as surplus value and economic rent—in different configurations
of IOR.

This continual focus on the economic and development outcome of IOR in the
global economy points us to another epistemological challenge—the broadening of
our existing conceptual frameworks (e.g. GPNs) to incorporate varieties of capi-
talism within their analytical orbit. A significant body of literature in comparative
international political economy has confirmed that the economic organization of
capitalism varies across different countries and regions (Whitley 1999; Hall and
Soskice 2001). For example, the intellectual foundations of the GPN framework in
network analysis and GCC/GVC frameworks do not provide a ready-made solution
to this epistemological problem. In the network literature, capitalism is clearly
too much a structural phenomenon to be accounted for. In the latter framework,
capitalism remains essentially as the backdrop through which GCCs/GVCs operate
seamlessly. Put simply, how does the GPN framework account for the persistent
divergence in different national economies in terms of business and industrial
organizations, institutional structures, and levels of articulation in the global eco-
nomy? These differences in the economic organization of capitalisms need to be
theorized successfully in future epistemological development of IOR research for it
to be a powerful analytical tool for understanding contemporary globalization and
economic development.

Apart from ontological and epistemological challenges, geographical research
into IOR suffers from a relatively underdeveloped methodological foundation. For
example, despite the GPN framework’s apparently sophisticated theoretical out-
look, we still do not have a systematic set of methodological tools to operationalize
the framework. Equally, we find it hard to operationalize such ‘soft, and some
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might say ‘fuzzy’ (Markusen 1999), concepts as ‘relational assets’ and ‘institutional
thickness. While a process-based methodology has been argued to reduce the
‘methodological shortfall’ in practising new economic geography (Yeung 2003),
there is no explicitly articulated methodology for doing IOR research in economic
geography. There are several methodological traits of IOR research in economic
geography though. First, there is a strong preference for a qualitative interview-
based approach to collecting empirical data on the mechanisms and processes of
IOR. This preference for interviews with key actors in different organizations has
many scientific advantages in relation to the richness and explanatory power of
observations (see Clark 1998; Yeung 2003). However, it falls short of delivering
a rigorous analysis that can give the ‘big picture’ of different IOR on a global
scale.

Second, multi-site research seems to provide a better set of data for triangu-
lation purposes. Typically, an economic geographer will trace the entire inter-
organizational relation or a large portion of it in order to focus strategically on
some key sites within this IOR, for example where the lead firm operates and
where some of its key suppliers and markets are located. This ‘tracing the IOR’
method can be very rewarding, but it is equally challenging methodologically.
There is therefore a need to coordinate geographical research into IOR that span
different countries and/or regions. This methodological challenge is immense
but can be overcome with cross-national coordination of research funding and
activities.

Third, GPN-inspired work tends to rely much less on quantitative data. This
inherent distrust of quantitative data such as trade and production statistics is
unfortunate as empirical research in the GCC/GVC analysis shows their significance
and usefulness in providing a broad picture of the composition and operation
of different transnational systems of production and consumption in the global
economy (see Feenstra and Hamilton 2006). GPN researchers should perhaps in-
corporate more explicitly quantitative data and relevant statistical tools into their
analysis (see also Sheppard 2001).

CONCLUSION

This chapter has critically reviewed the two major strands of economic-
geographical research on inter-organizational relations during the past two decades.
In retrospect, much progress has been made in this genre of research in terms of
conceptual framing and empirical richness. In conceptual terms, there is no doubt
that these perspectives on IOR have gone beyond their intellectual antecedents



20-Cropper-c18 OUP209-Cropper-et-al  (Typeset by Spi, Delhi) 494 of 501  December 6, 2007 17:6

494 THEORETICAL PERSPECTIVES

to incorporate important spatial and scalar variables in their analysis. Conse-
quently, these perspectives are quite capable of helping us understand the role of
IOR, particularly networks, in local and regional development. Empirically, these
economic-geographical perspectives have enabled us to connect events, activities,
and processes between different organizations in different places. This ‘spatial
stretching’ of IOR is perhaps the single most important conceptual contribution.
From the early network analysis in the late 1980s to the ‘relational turn’ in the late
1990s and the emergence of the global production networks framework in the early
21st century, economic geography has seen a continual research interest in IOR. The
future for IOR work in economic geography thus remains bright. Given the inter-
disciplinary interest in IOR, as indicated by various chapters in this Handbook,
there will be important and still fruitful opportunities for economic geographers to
engage with the wider social scientific audience in developing distinctive conceptual
and empirical insights into the complex nature, evolution, and outcomes of inter-
organizational relations.
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