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A BS T R A C T
This article outlines a framework for the analysis of economic integration
and its relation to the asymmetries of economic and social development.
Consciously breaking with state-centric forms of social science, it argues
for a research agenda that is more adequate to the exigencies and consequences of globalization than has traditionally been the case in ‘development studies’. Drawing on earlier attempts to analyse the cross-border
activities of rms, their spatial congurations and developmental consequences, the article moves beyond these by proposing the framework of
the ‘global production network’ (GPN). It explores the conceptual elements
involved in this framework in some detail and then turns to sketch a
stylized example of a GPN. The article concludes with a brief indication
of the benets that could be delivered by research informed by GPN
analysis.
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The analysis of economic development has been bedevilled by a series
of analytic disjunctions that have resulted in work either at macro or
meso levels of abstraction or, where empirical investigations have probed
micro level processes, the larger analytic picture has often been absent,
merely implicit, or at best weakly developed. While there are notable
exceptions to this general rule (for instance, Armstrong and McGee, 1985)
behind it lies half a century and more of scholarship in development
economics (irrespective of its paradigmatic stripe) and in the political
economy and sociology of development. 1 What is more, from the beginnings of ‘dependency’ approaches to development in the 1940s through
to debates over the respective roles of states and markets in the East
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Asian ‘miracle’ and its recent demise, the central agent in development
has often been perceived as the state, whether the assessment of its role
has been positive or negative.2 Although the developmental signicance
of labour, gender and other social movements as well as international
agencies such as the IMF and World Bank, have gured in radical
analyses, the analytic space given to development actors other than these,
has been limited.
Nowhere is this relative absence more obvious than with regard to
the rm. Although there is a long history of work on foreign investment
and development (summarized, for instance, in Jenkins, 1987 and Dicken,
1998), this has tended to deal largely with the role of transnational corporations (TNCs) and has relied primarily on secondary data for its
empirical bases. Little of it has probed the organizational dynamics of
TNC subsidiaries as they emerge, evolve and impact on particular
economies and even less of it has dealt with domestic rms, be they
associated or not with foreign companies.3
There is, of course, a considerable amount of research on rms that
has been conducted by sociologists of work and organization and by
specialists in management studies. However, this has been largely conned to companies in developed economies and the former state-socialist
societies of Central and Eastern Europe, and where it has been conducted
by management specialists, it has remained outside the social science
mainstream and thus has largely failed to inuence (or be inuenced
by) more general discourses. Where work of this nature has been conducted in the developing world, it has been done largely by feminist
researchers and has tended to engage more with gender-related issues
than with the broader questions of industrial organization and economic
development (see for instance, Heyzer, 1986; Mitter and Rowbotham,
1995).
A further – and given contemporary circumstances, perhaps fatal –
analytic disjuncture is that research on economic development (as with
the vast majority of social science) has been state-centric in its assumptions and analyses.4 While world-systems theory has provided an analytic
framework that promises to move beyond these limitations, it is a framework that has yet to act as a signicant guide to empirical work on
contemporary problems of development. In this context, the national state
continues to be the conventional unit of analysis for the majority of studies
of the world economy. However, exclusive attention to this level of aggregation is becoming les useful in light of the changes occurring in the
organization of economic activities which increasingly tend to slice
through, while still being unevenly contained within, state boundaries.
Indeed, Castells has argued that the world is being transformed from
a ‘space of places’ into a ‘space of ows’ (Castells, 2000a, 2000b). More
accurately, perhaps, the world is now constituted by both a space of places
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and a space of ows and thus a key issue has become the nature of the
dialectical relation between these spaces and the consequences of that
relation.
In order to understand the dynamics of development in a given place,
then, we must comprehend how places are being transformed by ows
of capital, labour, knowledge, power etc. and how, at the same time,
places (or more specically their institutional and social fabrics) are transforming those ows as they locate in place-specic domains. Globalization (for that is the shorthand for our concerns) has undercut the validity of traditional, state-centred, forms of social science, and with that
the agendas that hitherto have guided the vast majority of research on
economic and social development. Investigations adequate to the study
of globalization and its consequences demand of social scientists the
elaboration of analytic frameworks and research programmes that simultaneously foreground the dynamics of uneven development transnationally, nationally and sub-nationally. Such investigations require us to
focus on the ows and the places and their dialectical connections as these
arise and are realized in the developed and developing worlds alike.
Additionally, if the object of our endeavours is the possibilities for economic development and prosperity, then we should recognize that in order
to speak authoritatively on these issues, we need to study what rms
do, where they do it, why they do it, why they are allowed to do it, and
how they organize the doing of it across different geographic scales.
In this article we outline an analytic framework which, we believe,
helps us to understand some of these processes more effectively. The
framework we propose is that of the ‘global production network’ (GPN).
While the GPN is not advanced as a totalizing framework capable of
grasping the myriad complexities of economic globalization, we believe
that it is capable of delivering a better analytic purchase on the changing
international distribution of production and consumption – and the
viability of different development strategies to which they relate – than
has previously been possible.
We begin with some brief critical reections on the most relevant precursors to our work. We then outline the conceptual elements of the GPN
and, in so doing, highlight the reasons for its analytic superiority over
competing frameworks. Penultimately we present a stylised example of
a GPN and conclude with a brief comment on the benets that GPN
research could deliver.
C R I T IC A L R EF LE C T IO NS ON R EL A T E D A PP R OA C H ES
Over the past 20 years or so, a plethora of studies has emerged using
some variant or another on the concept of chains or networks.5 The result
is a considerable degree of confusion in the use and meaning of the
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terminologies employed (cf. Sturgeon, 2001). Although the approaches
often overlap with one another they derive from different intellectual
domains and, therefore, carry with them different kind of intellectual ‘baggage’. One difference between these approaches is between those
that stem from the business-managerial literature and those that have
evolved within an economic-developmental framework. A second difference is between those that employ a ‘chain’ metaphor and those that
adopt a ‘network’ perspective (although the distinction is not always
clear-cut).
Chain concepts
The value chain or value-adding chain is an old-established concept in industrial economics and in the business studies literature. It has been used
most prominently by Michael Porter (1985, 1990) and has achieved very
wide currency in the management community. Like all uses of the chain
metaphor its value lies in its emphasis on the sequential and interconnected structures of economic activities, with each link or element in
the chain adding value to the process (value being dened in terms
of the pay-off to the business rm). For our purposes, Porter’s conceptualization has a limited utility because it is bounded by the rm or interrm network and pays no attention to issues of corporate power, the
institutional contexts of – and inuences upon – rm-based activities, or
to the territorial arrangements (and their profound economic and social
asymmetries) in which the chains are embedded. As a consequence, it
has little relevance for the study of economic development.
Of greater importance is the concept of the lière, which is dened as
a system of agents producing and distributing goods and services for
the satisfaction of a nal demand. Developed in the 1970s by French
economists in order to achieve a more structured understanding of economic processes within production and distribution systems (Lenz, 1997:
21), the concept stems from a predominantly empirical tradition, the
main objectives of which are to map commodity ows and to identify
the agents and activities within the lière (Raikes et al., 2000: 404–5). By
doing so, hierarchical relationships between the agents can be identied,
allowing for a detailed analysis of the dynamics of economic integration
and disintegration.
It is difcult to identify a distinct theoretical core for the lière approach.
Indeed, there is a plurality of theories underlying recent lière analyses,
particularly those of regulation and convention theory.6 Although the
lière approach focuses on agents within the system, as well as on dependency and the distribution of power, it concentrates mainly on two types
of agent – large rms and (national) state institutions – and how their
scope of activity is limited by technological constraints. Hence the
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spectrum of agents in production networks, their role in shaping these
networks and thus inuencing development at different scales, is only
partially dealt with.
By far the most useful of the chain conceptualizations of economic activities is Gary Geref’s global commodity chain (GCC). The characteristics of the GCC framework have been extensively outlined both
in Geref’s own writings (see, for example, Geref and Korzeniewicz,
1994; Geref, 1995, 1999a) and in appraisals by others (see, for example,
Dicken et al., 2001; Czaban and Henderson, 1998; Whitley, 1996) so there
is no need for recuperation here. It is important, however, to understand
the intellectual lineage of Geref’s GCC concept and the extent to which
it may meet our needs.
Geref’s work is set within the (broadly dened) ‘dependency’ tradition of analysis. In focusing on the dynamics of the global organization
of production, however, it has a particular afnity with the work in the
late 1970s and 1980s on the emergence of a ‘new international division
of labour’ and its economic and socio-spatial consequences (cf. Fröbel et
al., 1980; Henderson and Castells, 1987; Henderson, 1989). As with the
work of Fröbel and his colleagues, Geref’s contribution was an explicit
attempt to operationalise some of the world-systems categories for the
empirical study of cross-border, rm-based transactions and their relation to development (Geref, 1995). Unlike their work, however, it
broke with the static (and now empirically redundant) spatial categories
of the core/semiperiphery/periphery typology and, as such, was better
able to grasp the reality of the ‘new’ forms of industrial organisation
that had become the objects of scholarly attention during the 1980s and
1990s.
For Geref and his collaborators, global commodity chains consist of:
sets of interorganizational networks clustered around one commodity or product, linking households, enterprises, and states to
one another within the world-economy. These networks are situationally specic, socially constructed, and locally integrated, underscoring the social embeddedness of economic organization.
(Geref et al., 1994: 2)
With the exception of trade unions and other NGOs, this denition
incorporates most of the elements relevant to the organization of rm and
inter-rm networks and their relation to the possibilities for economic
and social development. However, only a few of these elements have been
followed through empirically or analytically by Geref, his collaborators,
or others who have worked in this vein.7 In particular, the focus has
been overwhelmingly on the governance dimension of GCCs and on a bimodal distinction between producer-driven and buyer-driven GCCs at
that. This distinction, however, is a crude one and it leads to problems.
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First, although the rationale for this distinction lies in differential
barriers to entry into the various product markets (Dicken et al., 2001),
it is clear that the distinction is intended to refer to sectorally and organizationally specic empirical realities. It is not, then, an ideal-typical
construction.
Second, much of the work from within the GCC tradition has been
concerned with currently existing chains. Hardly any of it seeks to
re-construct the history of the nature and implications of the chains. This
is an important omission because the social relations embodied in chains
at one point in time impose a path-dependency and constrain the future
trajectories of chain development. For example, the institutional contexts
and social arrangements of the state-socialist period linger on and circumscribe in important ways the potential for economic and political
development in the ‘transitional’ economies of Eastern Europe (cf. Stark,
1992; Hausner et al., 1995; Czaban and Henderson, 1998).
Third, there have been few attempts to understand the signicance of
rm ownership (domestic or foreign, and in the latter case, by nationality) for economic and social development in particular societies. Even
though this ‘silence’ may be a product of the GCC scheme’s primary
concern with buyer-driven chains, there is clearly a need to recognize
that the ‘nationality’ of rm ownership may be a key element in economic
and social progress.8
The fourth problematic issue for the GCC framework is the fact that
commodity chains link not only rms in different locations, but also the
specic social and institutional contexts at the national (sometimes subnational) level, out of which all rms arise, and in which all – though
to varying extents – remain embedded. The implication of the GCC
framework seems to be that rms are principally reexes of the way
given commodity chains are organized and of the structural requirements this imposes on their operation in any given location. In this
scheme of things rms appear to have little autonomy to develop relatively independent strategies (though this seems crucial for the prospects for sustained development). Additionally there appears to be little
room for understanding where national and local differences in labour
market organization, working conditions etc. come from. In our view
these issues cannot be effectively theorized unless it is understood that
inter-rm networks link societies which exhibit signicant social and
institutional variation, embody different welfare regimes and have different capacities for state economic management: in short, represent
different forms of capitalism (cf. Boyer and Drache, 1996; Whitley, 1999;
Coates, 2000).
As an emerging theory of development, however, the GCC perspective has much to recommend it. Not least, it has helped to spawn important empirical work on footwear, garments, electronics, horticulture,
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tourism and auto-components, for instance, and has provided the analytical rationale for what could become new policy initiatives from the
International Labour Ofce (ILO). 9 It carries forward the task of transcending the limitations of state-centred forms of analysis and in so
doing highlights the restrictions on rm – and thus economic and social
– development that arise from the structure of corporate power embedded in the intra and inter-rm networks which circle the globe. By helping to show that the capacities to generate value are asymmetrically
distributed because of the structure of GCCs, the perspective points to
the existence of new forms of ‘dependent development’, as well as
to possible ways of transcending those constraints.
Network concepts
A chain maps the vertical sequence of events leading to the delivery,
consumption and maintenance of goods and services – recognising
that various value chains often share common economic actors and
are dynamic in that they are reused and recongured on an ongoing
basis – while a network highlights the nature and extent of the
inter-rm relationships that bind sets of rms into larger economic
groupings.
(Sturgeon, 2001: 10)
A major weakness of the ‘chain’ approach is its conceptualization of
production and distribution processes as being essentially vertical and
linear. In fact, such processes are better conceptualized as being highly
complex network structures in which there are intricate links – horizontal,
diagonal, as well as vertical – forming multi-dimensional, multi-layered
lattices of economic activity. For that reason, an explicitly relational,
network-focused approach promises to offer a better understanding of
production systems.
One such approach is actor-network theory (ANT) which emphasizes the
relationality of both objects and agency in heterogeneous networks (‘relational materiality’), pointing out that entities in networks are shaped by,
and can only be understood through, their relations and connectivity to
other entities (Law, 1999: 4). For the study of global production networks,
this means that space and distance have to be seen not in absolute,
Euclidean terms, but as ‘spatial elds’ and relational scopes of inuence,
power and connectivity (Harvey, 1969; Murdoch, 1998). Among other
things, this has important implications for the conceptualization of the
‘global’ and of ‘globalization’.10
Another important aspect of ANT is its rejection of articial dualisms
such as the traditional global-local and the structure-agency dichotomies.
Finally, ANT conceptualizes networks as hybrid collectivities of human
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and non-human agents and thus allows the consideration of the important technological elements that underlie and inuence economic activities. However, while ANT offers an interesting methodology, that has
been adopted already for the study of globalization and production networks (see, for instance, Whatmore and Thorne, 1997), its contribution
to the analysis of economic development is constrained by the fact that
it lacks an appreciation of the structural preconditions and power relations that inevitably shape production networks (Dicken et al., 2001: 107).
One contribution with a direct afnity to our work is Dieter Ernst’s
version of the global production network. Developed contemporaneously,
but independently of our work,11 Ernst conceives of a GPN as a particular
kind of organizational innovation, namely one that:
combine(s) concentrated dispersion of the value chain across rm
and national boundaries, with a parallel process of integration of
hierarchical layers of network participants.
(Ernst and Kim, 2001: 1)
The fundamental rationale for rms to establish GPNs of this nature
is supposedly to access exible, specialized suppliers in lower-cost locations. The GPN is seen to supersede the transnational corporation as the
most effective form of industrial organization, a shift that has emerged
in response to three constituent processes of globalization; namely, the
ascendancy of liberalization policies, the rapid up-take of information
and communication technologies, and the onset of ‘global’ competition.
The empirical evidence used to illustrate this alleged wholesale shift
in industrial organization is anecdotal and almost exclusively drawn
from the electronics and information technology industries. Consequently, rather than having developed an explanatory category of general
relevance, Ernst has tended to highlight only one particular form of
industrial organization; and one, at that, which seems to be drawn from
a sectorally narrow range. Ernst’s work is particularly helpful, however,
in that he highlights a number of key problems that have hindered
previous research in this area.
First, he criticizes the tendency to focus narrowly on the role of key
‘agship’ rms within GPNs at the expense of attention to network
suppliers that are more than one stage removed from the agship.
Second, he notes that in mapping the dispersion of production units,
research has often overlooked the wide range of service functions (from
design to marketing and beyond) that are crucial to the viability of GPNs.
Third, Ernst notes a pre-occupation with formal R&D and technology
transfers, which may preclude an appreciation of the importance of diffusion of less codied forms of knowledge. Indeed, much of Ernst’s research
under the GPN banner has been concerned with the potential for different
forms of knowledge (which he variously terms ‘embrained’, ‘embedded’,
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‘encultured’) to be diffused from GPNs in developing country locations
and thereby stimulate local industrial upgrading (see, for example, Ernst,
2000).
G L OB A L PR OD U C TI ON N ET W OR K S
The concept of the global production network (GPN) developed in the
remainder of this article draws on many aspects of the work outlined
in the preceding section. In particular, it builds upon the work of Geref
and his collaborators but takes seriously the criticisms that have been
levelled against it. Concomitantly, the framework aims to provide a more
generally applicable conceptualisation of the GPN than that of Ernst.
Before we elaborate the nature of the GPN, however, we need to explain
our preferences for the terms ‘production’ rather than ‘commodity’ and
‘network’ rather than ‘chain’. We also need to indicate our understanding
of ‘global’.
In contemporary usage the term ‘commodity’ generally connotes standardized products and with that, the xity of their production in time
and space. While this remains the reality of some forms of productive
activity and products (some agriculture, some heavy industry and minerals extraction, for instance), it clearly does not capture adequately the
post-fordist forms of activity that characterise many of the industries that
the GCCs framework, for instance, was designed to analyse. More importantly, perhaps, our preference for a discourse of ‘production’ places the
analytic emphasis on the social processes involved in producing goods
and services and reproducing knowledge, capital and labour power.
Notwithstanding Marx’s denitive deconstruction and interrogation of
the commodity (in Part I of the rst volume of Capital), the discourse
of commodities has long been captured by orthodox economics of
whatever paradigm. As a consequence, it has transmuted into a reied
language shorn of its social content. There is a need, therefore, to refocus attention on the social circumstances under which commodities are
produced and consumed and thus avoid the ever-present danger of slipping into a perception of commodities as de-humanized building blocks
involved in the making of other commodities.
The metaphor of the chain gives the impression of an essentially linear
process of activities that ultimately result in a nal commodity rather
than one in which the ows of materials, semi-nished products, design,
production, nancial and marketing services are organized vertically,
horizontally and diagonally in complex and dynamic congurations.
Additionally, the chain metaphor – consistent with a commodity discourse – seems to have difculties incorporating due attention to the
issues of the reproduction of labour power etc. Furthermore, the chain
metaphor works against the possibility of conceiving of the individual
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rms incorporated into a production system has having room for
autonomous action within that system, in spite of the fact that such
autonomy is central to the possibilities for industrial upgrading and thus
sustained economic development. As a consequence of these difculties,
we nd a discourse of networks to be more inclusive, empirically
adequate and thus more analytically fertile.
Adoption of a network discourse also delivers other potential benets.
In particular, as long as ‘production’ is couched broadly to include intermediate and nal markets and as long as the dynamics of power and
knowledge between actors and institutions are understood in a multidirectional and non-deterministic fashion, then the GPN framework allows
for far greater complexity and geographical variation in producerconsumer relations than the GCC approach, for instance, has so far
achieved. Specically, it should facilitate our ability to reveal how certain key knowledges ‘circulate’ between producers, consumers and intermediaries, rather than moving in a uni-directional manner, a key insight
of the expanding literature on ‘commodity cultures’ (e.g. Cook and Crang,
1996; Jackson, 1999). Moreover, this approach should also allow more
complex social geographies to be revealed, in the sense that agents in a
variety of locations can be seen to combine to inuence the production
process.12
Finally, while it is now fashionable to term ‘global’, phenomena and
practices that until recently would have been more likely to be termed
‘international’ or ‘transnational’, our adoption of the former term is
driven by our concerns with analytical precision. Specically, the terms
‘international’ and ‘transnational’ derive from essentially state-centric
discourses. Thus while they incorporate notions of cross-border activity
of many sorts, they do not adequately express the way in which non
place-specic processes penetrate and transform place-specic ones, and
vice versa. They do not, therefore, help to deliver the imaginative sensibilities necessary to grasp the dialectics of global-local relations that are
now a pre-condition for the analysis of economic globalization and its
asymmetric consequences.
The global production network as proposed here, is a conceptual
framework that is capable of grasping the global, regional and local
economic and social dimensions of the processes involved in many
(though by no means all) forms of economic globalization.13 Production
networks – the nexus of interconnected functions and operations through
which goods and services are produced, distributed and consumed –
have become both organizationally more complex and also increasingly
global in their geographic extent. Such networks not only integrate rms
(and parts of rms) into structures which blur traditional organizational
boundaries – through the development of diverse forms of equity and
non-equity relationships – but also integrate national economies (or parts
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of such economies) in ways which have enormous implications for
their well-being. At the same time, the precise nature and articulation of rm-centred production networks are deeply inuenced by the
concrete socio-political contexts within which they are embedded.
The process is especially complex because while the latter are essentially
territorially specic (primarily, though not exclusively, at the level of
the nation-state) the production networks themselves are not. They
‘cut through’ state boundaries in highly differentiated ways, inuenced
in part by regulatory and non-regulatory barriers and local sociocultural conditions, to create structures which are ‘discontinuously
territorial’.14
The GPN framework explicitly recognizes that:
l

l

l

l

l

rms, governments and other economic actors from different societies
sometimes have different priorities vis-à-vis protability, growth,
economic development etc. (as was made clear, for instance, in the
commentary surrounding the East Asian crisis; e.g. Chang, 1998 and
Henderson, 1999) and consequently the production network’s implications for rm and economic development at each spatial location
cannot be ‘read-off’ from the logic of the network’s organisation and
the distribution of corporate power within it. The GPN perspective,
in other words, accords a degree of relative autonomy to domestic
rms, governments and other economic actors (e.g. trade unions,
where relevant) whose actions potentially have signicant implications for the economic and social outcomes of the networks in the
locations they incorporate.
input-output structures within the networks are centrally important,
not least because it is these that constitute the sites where value is
generated and where the enormous variations in working conditions
that exist around the world, are delivered. Consequently any work
on intra and inter-rm networks must pay signicant attention to
these structures and their consequences;
an understanding of the ‘territoriality’ of production networks –
namely, how they constitute and are re-constituted by the economic,
social and political arrangements of the places they inhabit – is central
to an analysis of the prospects for development at the local level.
the distinction between ‘producer-driver’ and ‘buyer-driven’ networks is more uid than Geref’s work allows for, with combinations
of both in the same product areas, and indeed in some cases (e.g.
auto components and consumer electronics) the same sector; and
in some sectors (pharmaceuticals and some electronics for example)
technological alliances and licensing agreements are forms of interrm association that may have signicant developmental implications.
Consequently they require attention in their own right.
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Methodologically, then, the GPN perspective directs attention to:
l

l
l
l

l

the networks of rms involved in R&D, design, production and marketing of a given product, and how these are organized globally and
regionally;
the distribution of corporate power within those networks, and
changes therein;
the signicance of labour and the processes of value creation and
transfer; and
the institutions – particularly government agencies, but also in some
cases trade unions, employer associations and NGOs – that inuence
rm strategy in the particular locations absorbed into the production
chain;
the implications of all of these for technological upgrading, valueadding and capturing, economic prosperity etc. for the various rms
and societies absorbed into the chains.

More specically the components of the GPN framework can be disaggregated – for purposes of elaboration – by reference to Figure 1. While
we elaborate these components below, it is worth noting here our view
of ‘technology’ in the schema. While some contributions recognize the
central role of technological change and information and communication technology (ICT) in shaping and transforming global networks, we
exclude ‘technology’ as a separate category. Instead, ICT is rather seen
as an inherent element of GPNs, underlying the development and maintenance of network connections. Technology, as one of globalization’s
drivers, inuences the processes of value creation in different places, as
well as transforming the means by which power is exercised. Additionally, it affects the agents’ possibilities of embedding in, and disembedding
from, particular networks and territories.
A similar view is taken of the notion of spatiality. Specic spatial
congurations are an inherent characteristic of all networks; each GPN
can be mapped by ‘placing’ its agents and sketching their mutual connections. By the same token, every form of embeddedness always has an
intrinsic spatial character.
There are, however, other aspects of spatiality to be considered. Firstly
there is the issue of scalarity. All GPNs have to be regarded as multiscalar, ranging from the local and regional to the national and global
and back again.15 Such multi-scalar networks are built-up and transformed over time by a multiplicity of agents with asymmetrical inuence
and power. This leads to another important facet of spatiality; namely
the boundedness of network-based activities, for instance within the
political space of the national (or in federal contexts, sub-national) state.
Whereas business agents are able to transcend political or other borders
(cultural, for instance) between territories, most of the non-business
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Categories

Value

Power

– Creations
– Enhancement
– Capture

Dimensions

Embeddedness

– Corporate
– Collective
– Institutional

– Territorial
– Network

Value

Structures

Firms
– Ownership
– “Architecture”

Institutions

Networks (Business/Political)
Configuration
Coordination

– “Architecture”
– Power configuration
– Governance

Sectors

– Governmental
– Quasi-governmental
– Non-governmental

– Technologies
– Products / Markets

Development

Figure 1 A framework for GPN analysis

institutions are bounded – and thus restricted – by their spatial contexts
at different geographic scales. This, of course, has various implications
for development, especially in terms of the distribution of power and
value creation and capture.
Conceptual categories
There are three principal elements on which the architecture of the GPN
framework is raised. The rst of these is:
Value: by ‘value’ we mean both Marxian notions of surplus value and
more orthodox ones associated with economic rent. Thus we are interested
in the following matters.
l

The initial creation of value within each of the rms incorporated into
a given GPN. The signicant issues here include the conditions under
which labour power is converted into actual labour through the labour
process; and the possibilities for generating various forms of rent. In
the former the issues of employment, skill, working conditions and
production technology are important as well as the circumstances
under which they are reproduced (hence connecting these issues to
broader social and institutional questions). In the latter (see Kaplinsky,
1998; Geref, 1999b) the issues are whether a given rm can generate rents from (a) an asymmetric access to key product and process
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l

l

technologies (‘technological rents’); (b) from particular organizational
and managerial skills such as ‘just-in-time’ production techniques and
‘total quality control’ etc. (‘organizational rents’); (c) various inter-rm
relationships that may involve the management of production linkages with other rms, the development of strategic alliances, or the
management of relations with clusters of small and medium sized
enterprises (‘relational rents’); or (d) from establishing brand-name
prominence in major markets (‘brand rents’). In certain sectors and
circumstances (e) additional rents may accrue to some rms as a consequence of the product scarcities created by protectionist trade policies (‘trade-policy rents’), though this is another issue that connects
questions of value creation to the institutional contexts (national and
international in this case) within which rms operate.
The circumstances under which value can be enhanced. The issues
involved here include: (a) the nature and extent of technology transfers both from within and without the given production network;
(b) the extent to which lead and other major rms within the network
engage with supplier and subcontractors to improve the quality and
technological sophistication of their products; (c) as a consequence,
whether demands for skill in given labour processes increase over
time; (d) whether local rms can begin to create organizational, relational and brand rents of their own. In all of these cases, the national
institutional inuences to which the rms are subject (government
agencies, trade unions, employer associations, for instance) may be
decisive for the possibilities of value enhancement.16
The possibilities that exist for value to be captured. It is one thing for
value to be created and enhanced in given locations, but it may be
quite another for it to be captured for the benet of those locations.
The pertinent issues here partly involve (a) matters of government
policy, but they also involve (b) questions of rm ownership and
(c) the nature of corporate governance in given national contexts. In
the rst case, the nature of property rights and thus laws governing
ownership structures and the repatriation of prots can be important,
while in the second the extent to which rms are totally foreign owned,
totally domestically owned, or involve shared equity as in joint-venture
arrangements, continues to be decisive as a long tradition in the political economy of development has argued and recent experience in
Britain, for instance, has underlined.17 In the third case, the extent
to which corporate governance is founded on stakeholder principles,
rather than on shareholder dominance (and required by legal statute)
can have important consequences for whether value generated in a
given location is retained there and indeed used to the benet of
the commonweal.18 The issue of value capture, then, underlines the
signicance of the national form of capitalism – and thus matters of
449

REVIEW OF INTERNA TIONAL POLITICAL ECONOMY

expectations, rights and obligations – for questions of economic and
social development.
Power: the source of power within the GPNs and the ways in which
it is exercised is decisive for value enhancement and capture and thus
for the prospects for development and prosperity.19 There are three forms
of power that are signicant here.
l

l

Corporate power. Here we have in mind the extent to which the lead
rm in the GPN has the capacity to inuence decisions and resource
allocations – vis-à-vis other rms in the network – decisively and
consistently in its own interests. Our adoption of a network discourse
implies a rejection of a zero-sum conception of power in that lead
rms rarely, if ever, have a monopoly on corporate power. Rather,
while power is usually asymmetrically distributed in production networks, lesser rms sometimes (and for contingent reasons) have sufcient autonomy to develop and exercise their own strategies for
upgrading their operations etc. Additionally, and at least in principle,
lesser rms incorporated into networks have the possibility of combining with other lesser rms to improve their collective situation
within the GPN (as when SME clusters constituted as industrial
districts are incorporated into GPNs).20
Institutional power. Our reference here is to the exercise of power by:
(a) the national and local state (in the latter case where the national
state is constituted as a federal polity); (b) international inter-state
agencies ranging from the increasingly integrated European Union
on the one hand through to looser confederations such as ASEAN or
NAFTA on the other; (c) the ‘Bretton Woods’ institutions (International
Monetary Fund, World Bank) and the World Trade Organisation;
(d) the various UN agencies (particularly the ILO); and (e) the international credit rating agencies (Moodys, Standard and Poor etc.) which
exercise a unique form of private institutional power. The capacity
to exercise power to inuence the investment and other decisions of
lead companies and other rms integrated into GPNs is inevitably
asymmetric and varies both within and between these ve categories.
Thus with regard to national states, some of those in East Asia (particularly South Korea and Taiwan, but more recently China) have
been perceived in recent decades as being among the most capable
of inuencing private companies in the interests of industrialization and development (among an enormous literature see Wade, 1990
and Henderson, 1993) while states as disparate as those of Britain and
Indonesia have been far less able to do so.21 The power of the interstate agencies is potentially considerable – particularly in the case of
the EU – though elsewhere it remains weakly developed. The power
of the Bretton Woods institutions, while it can be considerable, is
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exercised indirectly and impacts on companies, workforces and communities via the economic and social policies that national governments are obliged to implement. The power of the UN agencies is
of much less signicance than any of the others in that its inuence
on rms is not merely indirect, but it is also only moral and advisory.
The signicance of the credit rating agencies is potentially considerable, both directly for many lead companies and indirectly via their
credit risk assessments of national governments. However, as yet we
know little of the ways in which their inuence is exercised (but see
Sassen, 1999).
Collective power. By this form of power we understand the actions of
collective agents who seek to inuence companies at particular locations in GPNs, their respective governments and sometimes international agencies (most recently the IMF and WTO in particular).
Examples of such collective agents include trade unions, employers
associations, and organizations that advance particular economic interests (e.g. of small businesses), NGOs concerned with human rights,
environmental issues etc. These agencies may be nationally or locally
specic, or they may be internationally organized as with some trade
unions (e.g. the International Metal Workers) or human rights organizations (e.g. Amnesty International). In most circumstances where
such agencies are engaged, they attempt to exercise countervailing
power either directly on particular rms or groups of rms within
given networks or indirectly on national governments or international
agencies.

Embeddedness: GPNs do not only connect rms functionally and territorially but also they connect aspects of the social and spatial arrangements in which those rms are embedded and which inuence their
strategies and the values, priorities and expectations of managers,
workers and communities alike. The ways in which the different agents
establish and perform their connections to others and the specics of
embedding and disembedding processes are to a certain extent based
upon the ‘heritage’ and origin of these agents. Firms – be they TNCs or
smaller local enterprises – arise from, and continue to be inuenced by,
the institutional fabrics and social and cultural contexts of particular
forms of capitalism (or in the case of Eastern Europe, China etc. prior
to the 1980s, particular forms of state socialism) in their countries of
origin. While the nature of education, training and labour systems and
the sources and organization of corporate nance are important, of particular signicance for rm development, priorities and strategies are the
nature of state policy and the legal framework (cf. Zysman, 1983; Hutton,
1995; Whitley, 1999).
Local companies that have emerged from particular social and institutional contexts evolve over time on the bases of trajectories that are
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in part a reection of these contexts. As many scholars have pointed out
with regard to the former state socialist societies of Eastern Europe, these
trajectories are ‘path dependent’ and thus to some extent historically
constrained (for instance, Stark, 1992; Hausner et al., 1995; Czaban and
Henderson, 1998). While it is important to recognize that such constraints
are not immutable and that their inuence may be waning – not least
because of globalization – it is also important to acknowledge that some
lead rms when investing overseas may carry the institutional ‘baggage’
of their home bases with them. But others might also tend to operate at
or near the lowest common denominator that domestic policies and legal
frameworks will allow.22
Among the different dimensions and aspects of embeddedness,23 there
are two related forms of rm and network embeddedness that are of
interest here. The rst form, territorial, deals with the various GPN rms’
‘anchoring’ in different places (from the nation state to the local level),
which affects the prospects for the development of these locations. The
second form, network embeddedness, refers to the network structure,
the degree of connectivity within a GPN, the stability of its agents’ relations and the importance of the network for the participants. Both forms,
of course, are the result of essentially social and spatial processes of
‘embedding’.
l

Territorial embeddeness. GPNs do not merely locate in particular
places. They may become embedded there in the sense that they
absorb, and in some cases become constrained, by the economic activities and social dynamics that already exist in those places. One
example here is the way in which the GPNs of particular lead rms
may take advantage of clusters of small and medium enterprises (with
their decisively important social networks and local labour markets)
that pre-date the establishment of subcontracting or subsidiary operations by such rms. Moreover, the location of lead rms in particular
places might generate a new local or regional network of economic
and social relations, involving existing rms as well as attracting new
ones. Embeddedness, then, becomes a key element in regional economic growth and in capturing global opportunities (Harrison, 1992;
Amin and Thrift, 1994).24 The resulting advantages in terms of value
creation etc. may result in spatial ‘lock-in’ for those rms with knockon implications for other parts of that rm’s GPN (see Grabher, 1993
and Scott, 1998). Similarly, national and local government policies
(training programmes, tax advantages etc.) may function to embed
particular parts of the GPN in particular cities or regions, in order to
support the formation of new nodes in global networks, or what Hein
(2000) describes as ‘new islands of an archipelago economy’. But the
positive effects of embeddedness in a particular place cannot be taken
for granted over time. For example, once a lead rm cuts its ties within
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a region (for instance, by disinvestment or plant closure), a process
of disembedding takes place (Pike et al., 2000: 60–1), potentially undermining the previous base for economic growth and value capture.
From a development point of view, then, the mode of territorial
embeddeness or the degree of a GPN rm’s commitment to a particular location, is an important factor for value creation, enhancement
and capture.
Network embeddeness. GPNs are characterized not only by their territorial embeddedness, but also by the connections between network
members regardless of their country of origin or local anchoring in
particular places. It is most notably the ‘architecture’, durability and
stability of these relations, both formal and informal, which determines the agents’ individual network embeddedness (actor-network
embeddedness) as well as the structure and evolution of the GPN as
a whole. While the former refers to an individual’s or rm’s relationships with other actors, the latter consists not only of business
agents involved in the production of a particular good or service, but
also takes the broader institutional networks including non-business
agents (e.g. government and non-government organizations) into
account. Network embeddedness can be regarded as the product of
a process of trust building between network agents, which is important for successful and stable relationships. Even within intra-rm
networks, where the relationships are structured by ownership integration and control, trust between the different rm units and the
different stakeholders involved might be a crucial factor, such as in
the case of joint ventures (Yeung, 1998).
Conceptual dimensions

The categories sketched above are ‘energized’ and ‘live’ through a
number of conceptual dimensions. These constitute the frameworks
through which value is created, power exercised or institutional embeddedness etc. given concrete effect in terms of particular initiatives and
policies. There are four broad dimensions that are of signicance.
Firms
One rm is clearly not the same as another. Firms, even within the same
sector, differ in terms of their strategic priorities, their attitudes to labour
relations, the nature of their relations with suppliers etc. As a consequence one would expect that while there may be similarities between
the ways in which rms in the same sector operate (generate value, exercise their power over suppliers etc.), there will still be important rmspecic differences, not least in terms of the locations where lead rms
decide to invest or establish supplier and subcontractor connections.
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These differences may stem from the nature of ownership (equity arrangements, and/or ‘nationality’), managerial whim or they may derive from
values embodied in the rm’s evolution.25 Whatever the source of these
differences it is likely that they have implications for the ways in which
their GPNs are constructed (if they are lead rms) or for the ways in
which they participate (seek to develop and exercise autonomy, for
instance) in other rm’s GPNs (if they are suppliers and subcontractors).
Sectors
While GPNs have characteristics that are rm-specic, rms that operate in the same sector are likely to create GPNs that have some degree
of similarity. The reasons for this are that similar technologies, products
and market constraints are likely to lead to similar ways of creating competitive advantage and thus broadly similar GPN architectures. Thus, for
our purposes, a sector need to be dened by criteria other than mere
statistical classication. Besides being a unique structure of competition
and technology, rms in the same economic sector usually share a common ‘language’ and a particular communication structure specic to that
sector (Hess, 1998). A sector not only includes a range of companies,
from the sector’s leading producers to suppliers of different elements,
including service functions, but its governance structure is often complemented by purpose-built organizations, such as industrial pressure
groups (for instance, employer and labour associations), vocational training institutions or others. These sectoral particularities create sectorspecic regulational environments, were particular issues are addressed
by government policies at different scales. Examples of these include
the supra-national multi-bre-agreement for the textiles and clothing sector and national ‘sector’ policies to foster innovation and competitiveness (as is the case of some Asian countries’ automobile and electronics
industry policies).
Networks
It is within the various networks that particular issues of governance arise.
As the ways in which power is mobilized and exercised is likely to vary
for a combination of rm and sector-specic reasons, it is reasonable to
expect that the architecture of governance is likely to exhibit considerable
variation. As a consequence there is likely to be signicant variation, for
instance, in the extent to which secondary rms in a given network are
capable of exercising a degree of autonomy that would allow them to
move into higher value-added activities with their more positive implications for economic development. Pending much more research that is
open to such variations, it is premature to move towards a conceptual
closure of network governance structures.
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Institutions
In principle the institutional arrangements impact both locally and
globally on the GPNs.26 they can be of considerable importance in the
generation of value locally, in its enhancement and in its capture. Additionally they can be of utmost signicance in setting standards (including the moral tone) for labour relations, working conditions and wage
levels. They are, in other words, central to the question of whether GPNs
can deliver sustained economic and social development in the locations
they incorporate. It is important to recognize, of course, that the consequences which institutions have for GPNs and their local and international operations and implications, can be positive or negative. In the
latter case the institutional fabric of post-socialist Russia, for instance,
seems to be a case in point for all but criminal networks (see Castells,
2000b: chapters 1 and 3) as are some of the recent policy decisions of the
IMF (in relation to the East Asian crisis, for instance) and WTO.
GPN categories and dimensions: a stylised example
As an indication of how GPNs might be visualized and analysed, we
develop below a mapping technique that allows us to highlight and
compare their main elements and linkages. We apply this to a stylised
example27 in order to underline the potential signicance of the GPN
framework for the analysis of inter-organizational connections, and their
relation to economic development in the regions, states and localities
affected by the GPN in question.
In Figure 2, we have sketched a GPN operating in four ‘regions’ and
composed of different types of rms and involving organizations of various scopes, from local inuence to global power. In each of the regions,
be they geographic arenas (such as Eastern Europe), economic blocs (such
as the European Union), nation states or sub-national territories, value is
created and captured, but to varying extents. Region A, for example,
shows high degrees of value generation and capture without containing
much of the network’s material ows. This could be the case for a lead
rm with strong R&D activities, design, marketing and other services
retained in its home country, while dispersing its lower value-added
production processes to other countries. In contrast, Region C is a location for value creation, but it is unable to capture much of it as a result,
for instance, of external ownership of many rst and second tier suppliers there and the prot transfers to the respective corporate headquarters outside of the region.
Two examples of low value creation are Regions B and D. The latter
shows little or no capacity to capture whatever value that is being created
within the region, as can often be the case in pure ‘branch plant’ circumstances. Neither the low value added in terms of products or technology,
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Figure 2 Mapping global production networks – a stylised example

nor the enhancement of skills (value in the form of knowledge), is
unusual in this type of situation. The positive implications for development of being integrated in a GPN, under such circumstances, therefore,
are rather limited, In Region B, on the other hand, though not much
value is created, most of it is captured within the region. In this case,
the ability to capture value is enhanced by the non-rm institutions,
shown in Figure 1. This ability, of course, strongly relates to questions
of power and its distribution.
The power exercised within the GPN can be shown as non-material
ows between different agents (rms as well as other organizations). The
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value generation and capture process in Region B, for instance, is heavily
determined by the power of global institutions (e.g. IMF) and national
government agencies, here represented as the ministry of nance (MoF)
inuencing the prot transfers of foreign owned subsidiaries. An actual
case in point would be the GPN of foreign car assemblers in China, where
government power is used to inuence the localization of production
and therefore the value generation and capture process, including aspects
of employment, skills and technology transfer.
The corporate power of some rms over their regional environment,
on the other hand, is exemplied by Region A’s lead rm affecting the
local administration, as shown in Figure 2, while collective power is
exercised by the labour union. There are plenty of examples where a
company or a group of rms are able to shape the institutional and
regional environment in its favour, especially on the local and national
levels, as in economically weak regions eager to attract or retain external
investment.
The territorial embeddedness of the network under consideration is not
immediately educible, but can be represented by the density and intensity of local/regional or national connections between the different
agents. Firms and organizations in Region D, for instance, have only few
and rather weak relations with each other. There, then, territorial embeddedness is limited. Linkages to other agents outside the region, on the
other hand, are comparatively strong, indicating a high degree of network
embeddedness.
In sum, the technique of mapping the GPN demonstrated here provides the possibility of visualizing the economic and social agents as
well as highlighting the structural and spatial dimensions of networks,
sectors, and the linkages between them. It allows us to visualize the
GPN’s implications for development in different places within the GPNs’
territorial reach, and the main agents responsible for these implications.
What cannot be shown, of course, is the evolution of the GPN over time
(path dependency) and structural preconditions shaping it (such as
different national capitalisms or national modes of regulation). Nevertheless, what we have here is a scale-transcending model of global
production networks which provides a sense of their likely implications
for economic and social development.
C O NC L U S IO N
In this article we have outlined a conceptual framework for mapping
and analysing certain aspects of economic globalization – those related
to production and consumption – and their developmental consequences.
In so doing we have foregrounded the ways in which companies organize and control their global operations, the ways in which they are (or
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can be) inuenced by states, trade unions, NGOs and other institutions
in particular locations and the implications that the resulting combinations of agents and processes might have for industrial upgrading, higher
valued added etc. and ultimately for the prospects of poverty reduction
and/or generalized prosperity in those locations.
The framework we have proposed – that of the global production
network – is an explicit attempt to break with state-centric conceptualisations on the one hand and signicantly extend the analytic and policy
utility of cognate formulations on the other. The proof of success, however, will depend on whether the GPN framework stimulates research
that delivers analyses that are both empirically and theoretically richer
than at present. More importantly, however, it will depend on whether
the framework helps to produce research that contributes more effectively to the task of improving the human condition in the age of
economic and geo-political turbulence in which we now exist.
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N O TE S
1 For the purposes of this article, our intellectual engagement is largely with
contributions to the political economy of development be they in ‘sociological’, ‘economic’, ‘geographic’ or ‘political science’ guises.
2 We have in mind here the arguments of the supposed panacea of ‘free’
markets as development tools, on the one hand, through to the stress on
state industrial initiatives on the other, as well as those that view the statemarket relation as symbiotic for development purposes. In all of these cases,
however, the analytical weight tends to be placed on the nature and application of state economic policy (cf. Evans, 1992).
3 The few notable monographs here (such as Geref, 1983; Henderson, 1989;
Doner, 1991; Sklair, 1993) only serve to underline the general rule.
4 We do not mean to deny the relevance of some state-centric contributions
to the analysis of globalization and its problems and how the latter might
be resolved. Some of the work on the East Asian crisis, for instance (e.g.
Chang, 1998; Henderson, 1999; Weiss, 1999) are cases in point.
5 See, for example, Geref (1995, 1999a); Geref and Korzeniewicz (1994); Sklair
(1995) and the IDS Bulletin (32/3, 2001) which focuses entirely on global
value chains.
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6 On the former see, for instance, Jessop’s (2001) collection of some of the
seminal contributions. On the latter see Storper and Salais (1997, particularly
chapter 10).
7 Hardly any work has been done, for instance, on households, states and the
reproduction of labour power from within a GCCs perspective.
8 See, for instance, the work on the Brazilian ‘reserved market’ for personal
computers (Evans, 1986; Schmitz and Hewitt, 1992).
9 See, for instance, the essays collected in Geref and Korzeniewicz (1994) and
the special issue of the IDS Bulletin (32/3, 2001). See also Clancy (1998); Dolan
and Humphrey (2000); Bonacich and Appelbaum (2000) and Kaplinsky (2000)
among others. The ILO’s research institute, the International Institute of
Labour Studies, sponsored a programme on ‘global commodity chains’
in the late 1990s. The continuing media attention to the exploitative working conditions evident in the supplier companies integrated into the chains
of the likes of Nike and Gap, for instance, underlines the utility of the GCC
framework for agencies such as the ILO.
10 Specically it implies rejection of the term ‘global’ as a simplistic geographical construct (see our later discussion). Similarly economic ‘globalization’,
comes to refer to the extension of functionally integrated (and thus socially
relational) economic activities across national boundaries (cf. Dicken, 1998:
5). The implication of this for the conceptualisation of GPNs is that they
come to be seen as dynamic typologies which potentially change shape and
scope over time.
11 Though he had previously worked with the notion of the ‘international
production network’, Ernst rst used the term ‘global production network’
in a conference paper of 1999 (Ernst, 1999). Our rst attempt to elaborate a
GPN framework appeared in a research proposal that same year (Dicken
and Henderson, 1999).
12 See, for instance, Hughes’ (2000) study of the cut-ower trade.
13 It is unlikely to be of particular help, for instance, for the analysis of some
forms of nance capital such as bank loans and portfolio investment.
14 For a discussion of regional politics and production networks, see Cabus
and Hess (2000).
15 In other works, a continuum of scales (see Swyngedouw, 1997; Dicken and
Malmberg, 2001).
16 There is a growing literature that addresses these concerns with respect to
differing ‘qualities’ of foreign direct investment. See, for instance, Turok
(1993, Amin et al. (1994) and Young et al. (1994).
17 We have in mind the continuing dis-investment in British subsidiaries (with
knock-on effects for local suppliers) by foreign companies. Since 1998 these
have included at a minimum: Siemens, Samsung, LG and Motorola (in electronics), BMW, Ford and General Motors (in automobiles) and Corus (steel).
18 Germany, on the one hand, and Britain and the USA, on the other, constitute polar opposites in this sense. In the latter, shareholders have supreme
power over the disposal of prots and assets, while in the former owners
are obliged to consider the interests of other stakeholders and the workforce
in particular (Lane, 1989). Indeed in Germany, property holders have a constitutional obligation to exercise their rights in the interests of the public good
(Hutton, 2001).
19 Although not theorized in terms of power, Humphrey and Schmidt’s (2001)
discussion of the governance structures of ‘value chains’ is an important
complement, at this point, to our work.
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20 Castells develops ideas similar to these with regard to the exercise of
economic and foreign policy by national states absorbed into ‘network states’
(of which the European Union is the prototype). See Castells (2000b: chapter
5) and also Carnoy and Castells (2001).
21 This is obviously not the place to explain such discrepancies except to
mark that the answers seem to lie in a combination of political will (or its
absence) and differing institutional capacities for economic governance. For
the British and Indonesian cases see Hutton (1995) and Hill (1996) respectively. For more general and theoretical accounts of the relation between state
capacities and economic development see Evans (1995) and Evans and Rauch
(1999).
22 Japanese companies, for instance, have never offered ‘permanent employment’ contracts to employees in their foreign subsidiaries. Similarly German
companies, though required by German and EU legislation to consult extensively with employees before instituting redundancy programmes, have never
done so in countries where such laws do not apply. Recent disinvestments
in Britain by Siemens and BMW are cases in point.
23 As Oinas (1997), Markusen (1999) and Pike et al. (2000), among others, have
pointed out, the notion of embeddedness still remains rather vague and
therefore in need of conceptual improvement. However, its importance for
the understanding of economic organization is widely acknowledged, even
by critical voices (see for example, Sayer, 2000).
24 There is also a downside. The nature of local networks and socio-economic
relations may under certain circumstances generate an inability to capture
global opportunities and lead to regional economic downturn (Oinas, 1997:
26). Strong embeddedness, therefore, is not necessarily a ‘good’ or positive
quality of networks or its agents.
25 Examples in Britain, for instance, include the ethical stance of such companies as the Co-operative Bank and the Body Shop.
26 From the perspective of actor-network theory, GPNs would themselves be
institutions. However, this is not the position adopted here. Rather institutions are perceived as social and political formations – be they sub-national,
national or international – with attendant histories, values and cultural practices which have consequences for how GPNs are formed and develop over
time.
27 This example is generalized and therefore by no means comprehensive; real
GPNs, of course, have far more linkages and agents than could be sketched
here. For instance, due to graphic restrictions, the intra-rm network ows
of the lead company are not shown in Figure 2.
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