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The article describes the approach to the design of global value chains and defines the role and
place of these formations through the prism of objective globalization trends. It is illustrated that the
reformatting of atomized economic relations into an effectively organized value chain is based on
a rather long historical perspective. It was determined that the sources of the concept of the global
value chain as a toolkit aimed at understanding economic processes are the works of primarily
American scientists. It has been proven that the trends and effects of the global integration process are
determined by the technical, technological, and marketing characteristics of certain industries. They
are also determined by the market practices of leading firms and the social/institutional characteristics
of the external environment in which this value chain exists.
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B cmammi po3a/isiHymo rioxio 00 npoekmysaHHs1 2/106a/1bHUX SlaHUHo2I8 CMBOPEHHST A00aHOI Bap-
mocmi, BUSHaYEHO PO/b ma MiCYe Yux ymBopeHb Yepes npu3My 06’eKmusHUX meHOeHyil eroba-
nizayil. lpoimocmposaHo, WO nepehopmamyBaHHs amoMi308aHUX 20Cr00apChKUX B3aEMUH 8
eheKkmuBHO opaaHi308aHull laHYt2 CMBOPeHHsT dodaHoi Bapmocmi 6asyembcsi Ha 008071 0osaill
icmopuyHili nepcnekmusi. BuzHadeHo, wo nepuiodxepesamu KoHYenyii 2s106abHo20 faHyroea
Bapmocmi sIK IHCmMpYMeHmapito, Hanpag/ieHo20 Ha Mi3HaHHs 20Cr00apChbKUX MPOYECis, Kompul
doriomazae 3po3ymimu rpoyecu, Wo siobysatromscsi y ¢8imosili eKoHOMIY, € rpayi nepedyciv ame-
PUKaHCBKUX HayKosyis. [1pu YoMy, OCKI/IbKU y4acHUKamu e/106as1isauyii 8 eKOHOMIYHOMY i BUMIPI € SIK
BUPOBHUYI, MaK i mopeaige/ibHi mionpuemcmsa, ye c/y2ye nepedymMoBor 07151 BUOKPEM/IEHHST 0BOX
murig /1aHytoeiB y: 2n06asibHi 1aHyto2u nocmayaHHsi, ymsopeHi ma KoopouHoBaHi abo BUPOGHU-
KoM, abo abo mopzosyeM. BusHauyeHo, Wo 2/106a/lbHi laHUr2U CMBOPEHHST Bapmocmi npuliva-
oMb PUHKOBY ¢hopMy y YUCmoMy Bu2/1s1I0i 8 moU 4ac, sIK MionpUEMCMBO-CIIoXUBa4Y ma opaaHisayjis-
rocmadasibHUX He nompebyroms iHmezposaHux Oili o ¢hopMysaHHI0 mosapy y o020 3a8epuIeHOMY
Bu2/1510i. Hebe3neka 0719 NoKyrnys y 0aHili cumyayjii pedykyembcs 3 02/150 Ha me, Wo abo BUMO2U, SIKi
OKpec/ieHi HUM 10 BIOHOWEHHIO 00 MesHUX KOMIIEKMYroYUx/Mamepianis € 1eckumu 00 BUKOHaHHSI,
ab0 X rocmaya/ibHUK B0/100i€ HACMI/IbKU BUCOKUMU KOMMIEMEHUYisiMU, SKi CrIPOMOXHI 3a0080/IbHUMU
MakcuMasibHi mrompebu cBOIX K/liEHMIB. AHasli3 2/106a/1bHUX /TaHUt02I8 CMBOPEHHSI BapmMocmi 00380-
U8 BUOKPEMUMU Y KOXHIU 2a/Ty3i 08I WUPOKI kame20pii 20cr1odaproroyux cy6’ekmis: ¢hipmu-s1ioepu
ma nocmayasibHUKU. Takox, Ha KOXHOMY emarii ¢hyHKUIOHYBaHHsI flaHuyto2a 06rpyHMOoBaHo Heob-
XIOHICMb OYIHIOBAHHIO 3@ OOMOMO20K0 Habopy napamempis, siki 6a3yrombsCsi Ha BIOMOBIOSX Ha Mpu
3anumaHHsi: Wo MoBUHHO BUPOG/IIMUCK, B sIKUL CI10Ci6, KO/IU ma. CKiflbKu MOBUHHO 6ymu BUpPo6/ieHe
ma siK came 3abe3neyysamumemsCcsi mosapopyx. JosedeHo, wjo meHAeHyii ma eghekmu npoyecy
2/106a/1bHOI IHmezpauyjii 8 3Ha4HiIll Mipi 3a/1eXamb 8I0 MEXHIYHUX, MEXHO/I02IYHUX ma MapKemUuH208UX
Xapakmepucmuk mux Yu iHWUX BUGIB eKOHOMIYHOI Oisi/IbHOCMI, BIO PUHKOBOI MPaKMUKU, 5Ky Nposa-
oums cpipma-sidep ma iHwi y4acHUKU 2/106a/1bHO020 laHUt02a Bapmocmi, @ Makox 8id CYCri/IbHUX ma
IHCMUMYyyjoHasIbHUX Xapakmepucmuk moao 308HILUHBL020 CepedosuLya, B SIKOMY iCHye yel /1aHytoe
CMBOPEHHS BapMOCMI.

KnrouoBi cnoBa: 2/106a/1i3ayis, €KOHOMIYHI MPOYECU, CrIoUB4a BapMICMb, KOHKYPEHYsl, TaHytoau
rocmayaHHsi.

Setting problems. Permanently the blurring of
administrative borders between different countries
through either foreign directinvestmentor international
subcontracts has deepened the interdependence and
functional integration of the international economy.
Along with these processes, there is a growing
awareness that the benefits of globalization are
unevenly distributed. In this context, in all studies, the
subject of which to some extentrelates to the economic
development of territories, there must be an analysis
of the impact of globalization on such development.
The design that is optimal for the application of this
type of analysis and, at the same time, plays the role
of a tool of the globalization process, is the so-called.
global value chains.

In recent years, many scholars specializing in
international trade have begun to emphasize in their
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work that international trade in goods and services
should not be seen solely as the sum of individual,
unrelated market transactions. A significant part
of international trade is realized not through purely
market relations of independent economic entities, but
rather within the internal framework of multinational
corporations or through such organizational forms
that unite enterprises into diverse networks, called
global value chains. Empirical studies of global value
chains show the critical importance of the role played
in the construction and operation of such chains,
the so-called. "Leading companies”. Such firms are
usually de jure located in highly developed countries
and include not only international manufacturers, but
also large retail chains or "manufacturers without
factories" companies that provide the entire
marketing process for a product, except the direct link
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of production , which is "closed" by an external partner
(usually from countries such as China, Bangladesh,
Indonesia, Pakistan, etc.). It is the leading firms
that have the decisive say in global chains about
what exactly, how, when and by whom it should be
produced.

If To perceive globalization in a narrow sense —as a
functional integration of disparate activities scattered
around the world, in this sense, global value chains
de facto institutionalize the organizational forms that
such integration takes. The concept of global value
chains extends the boundaries of management efforts
from a purely production process to the full range of
competencies and thus allows us to understand what
the organization and management of global enterprise
networks. This approach helps to understand how the
benefits of globalization are shared, who loses or wins
in the process, and how the latter can be increased.

The analysis of global integration in the economic
sphere indicates that for many enterprises access
to international markets is not defined by the
framework of design, production and / or marketing
of new products. On the contrary: gaining access
to international markets is considered by economic
entities in the context of access to international
networks, which consist of many enterprises, each of
which specializes in performing a particular function.
Moreover, global value chains are not a constant,
their content is constantly changing. Along with the
change of time, the positions occupied by individual
enterprises within a particular chain, as well as its form
itself, also change. Understanding how global value
chains work is important for both the development of
individual members and the economic policies that
are formed at the local, national or international levels.
Without a clear understanding of the organization and
coordination of global value chains, it is not possible
to help new businesses engage in these chains or to
support existing members in maintaining / improving
their position in global markets.

Analysis of recent research and publications.
Significant experience in the field of analysis
of economic globalization processes has been
accumulated in domestic and world practice, as well
as in the scientific dimension. However, the tools
that the concept of global value chains offers for
this purpose are only beginning to gain recognition
in academia and among practitioners. In particular,
this issue is given considerable attention in the
works of such scholars as G. Jerefi and J. Humphrey
[1; 2] (identified the main postulates of the concept,
forms of power used in the management of value
chains), T. Hopkins and I. Wallerstein (defined the
main postulates of economic development in the
global economy), A. Ignatiuk (analyzed the country's
involvement in global value chains in the context
of increasing its competitiveness), A. Vyshnyakov
(studied the characteristics and features of value
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chains in various industries). At the same time,
the question of determining the role and place of
global value chains in the globalization of economic
processes needs in-depth analysis.

Objectives of the article. The purpose of this
article is to critically analyze modern scientific views
on global value chains and determine their role and
place in the globalization of economic processes.

Presenting main material. The formation of
separate disparate economic relationships in a
functionally organized chain has a long history.
The sources of the concept of the global value chain
as an analytical tool that helps to understand the
processes taking place in the world economy should
be sought primarily from American authors. It was
Terence Hopkins and Immanuel Wallerstein who
introduced the term "product chain" into the scientific
literature in 1977. received the above name [7].

Since globalization involves both manufacturing
and trading enterprises, this provides grounds for
distinguishing between two types of chains in the
international economy: global product chains initiated
by the manufacturer and the purchasing organization.
In the first case, a powerful international manufacturer
of certain products (such as IBM, Apple ) plays a
central role in coordinating internal and external
production networks, including relationships with
businesses that are both before and after the act of
the company in the technological chain. Such chains
are more characteristic of economic activities, which
are characterized by a high rate of capital intensity
and intensive use of the results of scientific and
technological progress.

On the other hand, customer-initiated product
chains are more typical of those sectors of the
economy where large distribution networks (Tesco,
Aushan) or certain types of producers play a key role
in building a complex multi-stakeholder production
system. , usually located in the so-called countries.
"Third world" [2]. The above-described model
of industrialization based on trade has become
most widespread in consumer goods markets with
considerable complexity. Such examples include, but
are not limited to, the textile industry, the manufacture
of footwear, household appliances, and so on.
In this case, production plays, in the narrow sense, a
supporting role and is formed from a multilevel network
of performers from countries with underdeveloped
economies, who produce certain goods for foreign
buyers.

At the turn of the century, global product chains
were considered an absolutely relevant tool for
describing the phenomena occurring in the context of
enterprises entering international markets. However,
it is gradually becoming clear that the paradigm of
thinking about the functioning of global sectors of
the economy within the product chain is unable
to explain the complexity of the development of
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economic phenomena occurring in the international
environment. In response, new designs are beginning
to emerge, such as international production networks,
global production systems, and others. At the same
time, at the same time, attention is drawn to the fact
that each of the concepts only focuses on aspects
important for further analysis of the relationship
between enterprises in the global economy [4]. With
this in mind, there is a constant search for a common
approach / concept that would embrace the full range
of possible processes that take place throughout
the chain — from the extraction of raw materials to
the delivery of final goods to the consumer and its
subsequent disposal.

As a result of such a search / discussion in
scientific and practical circles, the concept of global
value chains emerges, which today is the current
foundation of the theory of relationships between
enterprises in the world economy.

This concept is not the basis of the whole theory
of globalization, but is a fundamental component of
the theory of relationships between enterprises in the
global economy. Its role in this case is to find sound
explanations and predictions of how these or other
economic activities are related, which result in added
value. Moreover, such links may arise both within the
enterprise and between different economic entities.
Thus, the theory of global value chains disseminates
knowledge in the field of organizational and spatial
structures and the dynamics of economic sectors.
In particular, this theory specializes in the study of
strategies and behavior of partner companies [5].

According to the approach of J. Humpri and
H. Schmitz, global value chains can take many
forms. Based on empirical research, they proposed
such forms as market, network, quasi-hierarchy
and hierarchy [8]. Organizational forms outside the
market involve significant funds and other indirect
costs of monitoring and controlling the value chain of
the leading firm. In view of this, they take place in
situations where leading firms anticipate a significant
level of risk associated with the professional
competencies of suppliers. This risk grows in parallel
with the differentiation of these competencies.
The smaller they are, the more the organizational
form of the global chain moves away from its version,
which is called the market, and goes in the direction
of a clear hierarchy.

Global value chains take market form in their
purest form, when the industrial buyer and his supplier
do not need additional joint efforts to determine the
final product. The buyer's risk in this case is low,
because either the requirements he sets for certain
components / materials are easy to meet, or the
supplier has such high competencies that it is able to
meet the highest needs of its customers.

Global value chains take the form of a network,
where the buyer and the supplier act as equal partners,

namely, they jointly determine the final product,
combining their complementary (complementary)
competencies. In such relationships, the risk from
the industrial buyer is minimized due to the high level
of professional competence of the supplier. These
competencies are the argument that leads potential
partners to cooperate in a single network and maintain
a close relationship in the long run.

The quasi-hierarchy appears in value chains in
which the industrial buyer determines the parameters
of the final product, because the supplier is unable
to do so and / or the buyer is otherwise at significant
risk of losses due to design errors in the supplier.
In the case of a "pure" hierarchy, the buyer provides
complete control over all activities that take place in
the value chain. The global chain in this form creates
an opportunity for the "global" buyer of total control
over the production process.

The analysis of global value chains allows us
to distinguish two broad categories of economic
entities in each industry: leading firms and suppliers.
The former are global players who define product
development strategies, place orders for them and
take responsibility to end consumers for products
originating from their suppliers. Such leading firms
may be enterprises that are exclusively engaged in
the purchase of goods, their marketing, but do not
have production facilities; Another variant of this
type of firm is enterprises that are direct producers
of finished products and in relation to their partners
are industrial consumers. Because leading firms
(with certain restrictions and exceptions, of course)
can choose and change their suppliers, they have
consumer power that allows them to put pressure on
suppliers and coordinate the chain of which they are
part [1].

At each stage of the chain operation is subject to
evaluation using a set of parameters. The four main
parameters determine the functional scope of the
value chain:

— What should be produced?

— How should it be produced?

— When and how much should be produced?

— How should goods move along the chain? [3]

The specificity of logistics parameters is manifested
when a certain level of complexity of tasks and / or
time constraints appear in the chain, which require
harmonization of activities between enterprises.
Although the price factor is usually interpreted as a
variable that depends on market conditions, it often
happens that leading firms (especially those that
compete on price) put pressure on their suppliers
to design such a design, functional content of the
product or the process of its production, which would
correspond to a predetermined price level. In this
way, a fifth parameter may appear, which determines
the type of activity within the chain. Coordination
of activities within such a chain takes place when
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companies operate within the parameters previously
agreed or determined by them "from the mountain".

Using their power as consumers, leading firms
can determine and enforce the basic parameters of
the global value chain. In this case, it will be about
internal coordination of the value chain, which is a
partial option of self-regulation by the private sector.
Determining the parameters of the product by the
leading firm makes economic sense when the firm has
the best knowledge of the final product market, better,
compared to its suppliers, understands the needs of
the consumer. In turn, the definition of parameters
that describe the processes occurring in the supply
chain is logical when due to non-compliance with
the supplier's obligations or non-compliance with
mandatory product quality standards, it can lead to
significant losses of all partners in the value chain.

Parameters that describe product and process
requirements can also be determined by entities
external to the global value chain. In the role of such
entities are public authorities, intergovernmental
organizations, industry associations, etc.: then we
are talking about the so-called. external coordination.
Defined through the above-mentioned institutions and
mandatory parameters, they are largely the result of
beliefs, values and priorities in the social groups from
which these institutions come. If companies do not
comply with established standards, they are subject
to various fines, non-financial penalties. If this does
not work (also for objective reasons from the point of
view of economic entities), such enterprises "fall out"
of the global chain.

The procedure for determining the parameters
relating to the characteristics of the product or its
manufacturing process must be separated from the
procedure for enforcing them. These parameters can
be determined by the leading firms, and controlled by
the above institutions, or vice versa. In this way the
idea of public-private coordination of the global chain
is realized. The first of these situations occurs when
the leading firm requires suppliers to implement in
the practice of their market activities certain process
requirements, such as ISO 9000 or ISO 14000. In the
second situation, the parameters are determined by
institutional entities, but the leading firm is responsible
for their implementation in the practice of the value
chain. For example, businesses are often required
not to cooperate with those who use child labor. At the
same time, this social requirement is not supported
by any legal act. Leading firms must independently
create mechanisms that will meet this requirement.

The second category of power at the enterprise
levelin the global value chainis the power of suppliers.
The power of suppliers in the global chain can be
divided into hard and soft. The firm power of suppliers
refers to the construction of technological / technical
elements / goods on which other products or services
in this field are based. Technological dominance
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enables suppliers to set standards, but such
dominance is too difficult to achieve, as it requires the
highest possible technological competencies of the
supplier. The power to set standards, even if it is very
strong, is usually not linked to the explicit coordination
of economic entities at the "top" or "bottom" of the
value chain. This type of supplier power is primarily in
high-tech industries.

In the case of suppliers, the option of using soft
power is more common. This type of power is based
on difficult to achieve / copy technical competencies,
much of which is formed on the experience of market
activities of the enterprise. Suppliers use the power
of these competencies when their goods or services
are perceived by the leading firms in the global value
chain as virtually unalterable.

In order to limit the so-called. Competent power
of suppliers, leading firms use their consumer power.
One of the most effective measures in this case is the
actions of the leading company aimed at creating the
most competitive environment among suppliers of a
particular type of raw materials, components.

Power in the global chain is closely linked to its
organizational form. In modular chains, in which
the supplier is responsible for the whole range
of its activities (from supply to production), the
competent authority de facto provides them with a
significant level of freedom of action. If, in addition,
the competence of the supplier is unique, he has the
opportunity to spread his risk to a group of "global"
buyers [6].

In relational chains, the value of know-how
possessed by suppliers makes their position in
building relationships with customers as profitable
as possible. At the same time, deep cooperation
and, consequently, close relationships that need to
be formed with customers can be difficult to copy in
the medium term. However, as market experience
shows, if we take into account the consumer power
of leading firms, in the long run, the relationship in
relational chains leads to a significant asymmetry
of power, usually in favor of the leading firm — the
buyer. This statement can be contradicted only by
the argument in the theory of transaction costs,
according to which the relationship between
buyer and supplier, given the specificity of assets,
significant, uniqgue competencies of the latter can
create a situation where the leader will not be able
to change supplier.

Conclusions and prospects for further
research. Research on globalization through the
tools provided by the concept of the global value
chain has been conducted internationally for the
past twenty years. The aggregation of the results
of the analysis of individual practical situations has
created the conditions for the development of an
original theory, which tries to find certain economic
rules in such different, at first glance, patterns of
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globalization. However, this theory is still in the initial
phase of its development. Current research indicates
that trends and effects of global integration largely
depend on the technical, technological and marketing
characteristics of certain economic activities,
market practices conducted by the leader and other
participants in the global value chain, as well as
from the social and institutional characteristics of the
external environment in which this value chain exists.

In this context, further research requires questions
on how both global and local institutions (including
public ones, such as public authorities) can promote
or, conversely, create a bar. to shape the development
of relationships between partner firms within global
value chains.
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