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Abstract: The globalisation of the value chain is driven by companies� desire to increase 
ef ciency, as growing competition in domestic and international markets forces  rms to 
become more ef cient and lower cost, as well as the desire to enter newly emerging mar-
kets and gain access to strategic assets that can help tap into foreign knowledge. Economic 
integration is no longer restricted to OECD countries, but also involves large emerging 
global players like Brazil, China, India and Russia [8].  
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. Introduction

The rapid pace of the globalisation process 
has attracted much attention in recent years, 
but globalisation is not new. The process 
of international economic integration has 
been underway for decades, facilitated by 
more open policies and trade liberalisation 
in a growing number of countries. The 
globalisation of value chains is motivated 
by a number of factors. One is the desire 
to increase the ef ciency, as growing 
competition in domestic and international 
markets forces  rms to become more 
ef cient and lower cost. Global value chains 
allow intermediate and  nal production to 
be outsourced abroad, leading to increased 
trade through exports and imports, and to 
a rapidly growing volume of intermediate 
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inputs being exchanged between different 
countries. The globalisation of value 
chains has also resulted in increasing 
intra-industry trade (i.e. within the same 
industry, including the trade in intermediate 
goods at various stages of production). 
Local and regional strengths are very 
important asset for economic policy. 
Polices aim at the development of clusters, 
poles of excellence [8] because collective 
ef ciency makes a difference and affects 
enterprise upgrading in different groups 
of industries [3]. Clusters are inserted 
into global value chains in different ways 
[4]. The aim of this paper is to underline 
the importance of external linkages of 
industrial clusters within the global value 
chains and to analyze the value chains of 
Russia, EU countries and Asian countries in 
the automotive industry, to investigate how 
global value chains affect the development 
of industrial clusters.

II. Nature and role of global value 
chains

A value chain describes the organisation 
of production of particular products 
or services. It refers to the full range 
of value-added activities required to 
bring a product from its conception, 
through design, sourcing raw materials 
and intermediate inputs, production, 
marketing, distribution and service 
support to  nal consumers. Value chains 
become �global� when their component 
activities are geographically dispersed 
across borders to different countries. A 
production network represents the set of 
linkages within an enterprise or among a 
group of  rms in particular value chains 
for producing speci c products. This can 
take the form of production relationships 
among subsidiaries or af liates of a 
multinational enterprise. Alternatively and 
increasingly they involve outsourcing and 
subcontracting to independent  rms. As a 
result, competition within the framework 
of global value chains is increasing 
between networks of enterprises, 
rather than only individual  rms [1].

The concept of global value chains (GVCs) 
provides a pragmatic and useful frame-
work as we seek answers to questions 
about the dynamic economic geography of 
industries. GVCs analysis highlights three 
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features of any industry: 1) the geography 
and character of linkages between tasks, 
or stages, in the chain of value added 
activities; 2) how power is distributed and 
exerted among  rms and other actors in 
the chain; and 3) the role that institutions 
play in structuring business relationships 
and industrial location [12]. 

Key characteristics of GVCs and associated 
production networks:

a) Governance: GVCs generally involve 
a key role for lead  rms� often global 
brands. These lead  rms provide product, 
market, and technical information with 
the expectation that lower-tier suppliers 
will maintain and improve performance to 
meet global competitive standards. Lower 
tier suppliers, in turn, invest in equip-
ment,  skills, and specialisation necessary 
for producing within the framework of a 
production network, with the expectation 
that lead  rms will continue to use their 
outputs and, over time, provide an 
opportunity for upgrading.

b) Standards: Global markets are 
governed by an increasing variety of 
stringent product and process standards 
that suppliers must meet. 

c) Global suppliers: Global brands and 
retailers are increasingly reliant on a small 
number of � rst-tier� suppliers with global 
reach. These  rst-tier suppliers play a 
critical role in determining and organising 
participation by lower tier suppliers in 
value chains. They are increasingly driving 
global investment, production, and trade 
patterns with signi cant in uence on the 
export competitiveness of nations and the 
performance of local enterprises.  

d) Upgrading: The growing intensity of 
global competition, shortening of product 
life cycles, demanding buyers, and falling 
barriers to entry in many industries 
are requiring continuous innovation 
and increased ef ciency throughout the 
value chain. 

Such upgrading by enterprises within value 
chains can take the form of increasing 
ef ciencies in the manufacturing process; 
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improving existing products or developing 
new products; �adding value� by moving 
upstream from manufacturing  to  product  
design; or using existing capabilities to 
move to a more attractive value chain 
[1;2].

III. In uence of the GVC on the devel-
opment of industrial clusters

Globalisation has intensi ed global value 
chains links (for instance, in term of 
distribution of physical goods, knowledge 
 ows and innovation), connecting 
geographically dispersed producers to 
global markets [6]. 

The geographers, the industrial histories, 
social organisation, and institutions score 
the place as an important feature of 
economic development. Economic activity 
is organised as a web of more or less 
specialised industrial clusters that are 
becoming increasingly interlinked over 
time. Linkages within clusters, because of 
social and spatial proximity, are extremely 
rich and ef cient, while linkages between 
clusters are worth the effort because they 
provide access to novel information and 
resources not available within the cluster.

Locally forged relationships are often 
projected globally through a process 
described by Humphrey and Memodovic 
(2003) as follow sourcing, where 
large suppliers follow their customers� 
investments abroad. Such global suppliers 
can even act as proxies for their customers 
in new locations (Sturgeon and Lester, 
2004) [12].

Enterprise clusters or cooperative groups 
of  rms in the same or related industry 
value chains can play a key role in linking 
small- and medium � scale enterprises to 
international markets through global value 
chains [1].

The enterprises can face the challenge 
of upgrading through (local) industrial 
organisation in the form of clusters or value 
chains. The focus on industrial clusters 
provides a tool to analyse the role of 
internal linkages in generating competitive 
advantages and sustaining the upgrading 
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process of enterprises. Some agents can 
generate cluster-speci c externality gains 
for others [11]. 

The value chain analysis is a tool which 
provides a �big picture� of linkages, 
stressing the role of linkages with key 
external actors [9].

Collective ef ciency is de ned as having 
two aspects to it: external economies that 
clustered agents accrue by virtue of their 
location and joint action bene ts that arise 
from deliberate cooperation between local 
agents. These two aspects can be clearly  
linked; joint action by some agents can 
generate speci c internal cluster pro t for 
the others. [11]

Here is an example how the local clusters 
link to global value chains in automotive 
industry ( gure 1).

Table 1. Linkage Clusters-Global Value Chains [5]
 1. : -  [5]

Clusters GVC Clusters and GVCs
  

Geographical agglomeration of 
 rms and ancillary units engaged 
in the same sector or activity 

   
   , 

     
 

How local producers link into 
global markets

   
    

Consequences for governance 
(local cluster governance and 
chain governance)

   
(    

    
)

Generates signi cant economic 
gains - External Economies,  
Collective Joint Action

  -
  -  -

 ,  
 

The power of �lead�  rms to 
organise GVCs

  � �  
  

Consequences for local 
upgrading 

   

Governance and power 
relations within chains

   
     

Upgrading � product, process, 
functional chain

- , 
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Figure 1. Linking local clusters to global value chains in automotive industry [9;10]
 1.          

  [9;10]
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IV. Comparative analysis of the GVC of 
the example of Asian countries, Rus-
sia and the European Union countries

This part of the paper is an investigation of 
the competitiveness of enterprises in East 
Asia, Russia and the European Union from 
the perspective of global value chains, with 
the focus on the example of automobile 
industry. There are four main features of 
the automotive industry: acceleration of 
Foreign Direct Investments (FDI), global 
production, cross-border trade; increased 
outsourcing and the bundling of more 
value chain activities in supplier  rms; 
strong regional structure; fully generic 
parts or subsystems can be used in a wide 
variety of end products without extensive 
customisation [13].  

The European Union (EU) automotive 
market, the second-largest in the 
world, propels the regional economy 
and signi cantly in uences the global 
automotive industry. Russia is one of 
the world�s fastest-growing automotive 
markets, whose local assembly has grown 
from a few percentage points to one-third 
of foreign brand car sales within the last 
few years. The East Asian electronics and 
automobile industries have been one of 
the major driving forces for remarkable 
economic development in this region. The 
region�s export and output growth of these 
industries have far exceeded the world 
average. The industries cover a broad 
range of products that include truly high-
tech products [7,10].  
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Table 2: Comparative analysis of GVC of Russia, European Union and Asian countries

Characteristics Russia European Union Asia

Producer-driven or 
buyer-driven sector

producer-driven producer-driven buyer-driven

Direct or close contacts close contacts direct contacts direct contacts

Level of prices average average high

Proportion of demand average high high

Barriers of global market 
entire

major barriers in entering 
the international market

relatively easy entry into  
international market

easy way of entry in 
foreign market

Contacts with suppliers captive relations market relationships relational interactions

Key players in the sector small-scale suppliers automakers and large 
suppliers

foreign and local buyers

Governance of VC captive value chain model markets value chain 
model

relational value chain 
model

Complexity of 
transactions high low high

Relationship: 
producer-supplier tension relationships relational linkages relational linkages

Production capability
automotive industry parts-
mainly electrical parts

 exible, suitable 
materials

medium-tech products 
high-tech products

Producers market 
position eighth globally

the second-largest in the 
world one of the leaders

Upgrading of VCs 
(strategies)

auto production at global 
level; affording good 
opportunities to automotive 
manufacturers; FDI 
attracting

electri cation of drive 
train; EU-one of the  
most competitive 
markets; investments in 
human capital

reducing the production 
costs; linking local 
production to 
�globalised� value chains

Enterprise integration
creation of the integrated 
investment portfolio; ration 
of plants requirements

integration of Central 
Europe into the 
international labour 
division

integration of small and 
medium medium-sized 
 rms in international 
production networks

Growth rate (%) 3,8 Germany - 1,9 China - 19,3

Advantages
cheap energy, natural 
resources quali cation of  workers

greater prospects to 
enter foreign market, 
and gain to new skills, 
knowledge, technology 
and relevant information

Competitors Germany, UK, Poland Japan and Korea Germany, USA
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V. Conclusion

� GVCs can be de ned as the inter-
nationalisation of a manufacturing 
process in which several countries 
participate in different stages of the of 
the manufacture of a speci c good.

� Enterprise clusters or cooperative 
groups of  rms in the same or related 
industry value chains, can play a key 
role in linking small- and medium 
� sized enterprises to international 
markets through GVCs.

� Local, national, and regional value 
chains in the automotive industry are 
�nested� within the global organisational 
structures and business relationships 
of the largest  rms. 

� Collective ef ciency makes a difference 
and affects enterprise upgrading, but 
the impact is different, and follows 
different routes, in different groups of 
industries.
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