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Abstract 

We posit that traditional employment relations theories that focus on individual firms embedded 

in distinct national institutional contexts are no longer adequate for the analysis of employment 

relations in a globalized era where production and services are increasingly coordinated across 

countries and firms. Building on Global Value Chain theory, we introduce a configurational 

framework that explicitly addresses the employment relations implications of the 

interconnections within and between firms in the global economy. We argue that different value 

chain configurations will evidence different employment relations patterns and we validate our 

framework by applying it to the study of three contemporary global issues. In sum, the 

framework permits a shift in the focus of employment relations scholarship away from the 

individual firm to the global networks in which they belong, and hence provides a new 

theoretical lens for the analysis of employment relations in the global economy.   
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1.  Introduction 

The profound effects of globalization on the strategies and structures of organizations 

have called into question the adequacy of existing theoretical frameworks for understanding and 

analyzing employment relations.  The dominant employment relations theories in use today 

focus on the firm embedded in distinct national institutional contexts (e.g. Kochan Katz and 

McKersie 1986) or on the analysis and implications of different national contexts for firms (e.g. 

Varieties of Capitalism). Globalization however, characterized by production and services that 

are increasingly coordinated across countries and firms, requires an analysis of the different 

linkages between a variety of firms across a variety of national contexts. Thus, there is a need for 

new theoretical lenses that are sufficiently nuanced to capture the diverse employment systems 

that are likely to arise from these varied linkages and interdependencies inherent to a global 

context.   

In this paper, we propose that the Global Value Chain (GVC) theory, developed in 

sociology and based on transaction cost economics, network, and organizational learning 

theories, can provide scholars with a new framework for understanding employment relations 

across interlinked firms and countries. We argue that the focus of employment relations analysis 

should shift away from the individual firm to the interconnected networks in which they belong. 

GVC theory suggests that different value chains create different relationships between firms in 

the network operating under multiple national systems. As such, we propose that employment 

relations will also vary across value chains. There is emerging research that has begun to 

incorporate GVC perspectives into the analysis of different employment relations phenomena 

(e.g. Bair and Ramsay 2003; Knorringa and Pegler 2006; Riisgaard and Hammer 2011; Robinson 

and Rainbird 2011). We draw on and move beyond these studies to develop a framework based 

on GVC theory that systematically highlights how key employment system criteria vary across 
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value chain configurations. In doing so, this framework contributes to the study and practice of 

employment relations.  

 

2.  Traditional Employment Relations Frameworks 

In this section, we review two frameworks that examine how firm level employment 

relations are shaped by key actors and the external environment (Dunlop’s Industrial Relations 

System and Kochan, Katz and McKersie’s Strategic Choice Framework)
1
 and two that focus on 

how national institutional configurations affect firm level employment relations strategies 

(Whitley’s National Business Systems approach and the Varieties of Capitalism perspective by 

Hall and Soskice).  

In his book Industrial Relations Systems, Dunlop (1958) argued that the major output of 

the industrial relations system is a “body of rules created to govern the actors at the work place 

and work community” (p. 7).  These rules are a product of interactions between three key actors, 

management, labor and the government, who are tied together by a common ideology, and are 

responding to changes in three environmental contexts, namely markets, technology and societal 

power relations. Dunlop’s theory recognized the centrality of the firm’s external environment 

and its effect on the employment relationship. This systemic view of the employment 

relationship contributed to the understanding of the interdependencies between actors. Dunlop’s 

framework, however, has been criticized for, among other things, being too static, failing to 

specify how change occurs in industrial relations, and not capturing interactions and strategic 

choices made by actors.  

Kochan, Katz and McKersie (1986) proposed an alternative framework that not only 

emphasized the role of the external environment but also stressed the strategic choices made by 
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management, and, to a lesser extent, labor and the government, as being critical for 

understanding employment relations processes and outcomes.  They also stressed multiple levels 

of interaction amongst the actors that went beyond Dunlop’s focus on the functional level of 

collective bargaining and personnel policy making. They highlighted the role of the strategic 

level (where decisions over business strategies and investments are made) and the workplace 

level (where policies are administered and where supervisors, employees and union 

representatives interact on a daily basis).   

Kochan, Katz and McKersie’s framework is, however, a firm-centered approach, 

anchored in a view of organizations as vertically integrated and operating primarily within 

specific national institutional boundaries. Thus, both Dunlop’s and Kochan, Katz and 

McKersie’s frameworks fall short in their ability to explain how the strategies and practices of 

firms operating across national borders are affected by the multiple, and, at times, conflicting, 

national institutional environments in which they operate. Moreover, these frameworks do not 

help us understand how employment relations are affected by coordinating production (or 

services) across firms in a network, including the extent to which strategic choices and 

interactions in a nodal firm affect the strategies and practices of other firms in the network. 

In contrast to these industrial relations frameworks, comparative institutional approaches 

emphasize the importance of distinct national institutional configurations which result in 

distinctive national capitalisms and in turn, structure firm strategies and practices, including 

those pertaining to employment relations.  Whitley’s (1999) framework focuses on differences 

between “national business systems”, or systems of economic organization and control, based on 

the specific features of national institutional environments.  Whitley argues that institutional 

contexts influence the particular characteristics of business systems, which give rise to 
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distinctive national capitalisms.  Accordingly, a national business system is established in a 

specific institutional context and the more integrated and mutually reinforcing the dominant 

institutions and their specific features are, the more coherent and distinctive the national business 

system will be.  Distinctive national business systems and the institutional contexts in which they 

are created, in turn, have a substantial effect on the nature of firms, in terms of their governance 

characteristics and their organizational capabilities and the competitive strategies they pursue, 

and the ways in which they organize and control work.    

The relationship between national institutions and firm strategies is also at the heart of the 

Varieties of Capitalism approach by Hall and Soskice (2001).  According to Hall and Soskice, 

firms within a given national context “can perform some types of activities, which allow them to 

produce some kinds of goods, more efficiently than others because of the institutional support 

they receive for those activities in that political economy” (p. 37).  The institutional 

configuration of national economies supports the use of specific modes of coordination and the 

adoption of particular competitive strategies which can, in turn, create distinct competitive 

advantages for firms competing in global markets.  The authors distinguish between two broad 

“ideal types” of political economies: liberal market economies in which firms find institutional 

support for coordinating activities via arm’s length market relations and coordinated market 

economies in which firms find institutional support for coordinating activities through 

collaborative non-market relationships.  Each form of capitalism creates a different national level 

orientation. As such, each system creates different conditions under which firms can attain a 

competitive advantage.  

Notwithstanding their usefulness in advancing our understanding of the employment 

relationship, especially cross-nationally, these comparative institutional frameworks have clear 
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limitations.  One of the strongest criticisms of the varieties of capitalism framework is that it 

assumes institutional stability despite the fact that national institutions are experiencing dramatic 

changes in the context of globalization and market liberalization (Hancke et al 2007; Jackson and 

Deeg 2006; Streeck and Thelen 2005).  In addition, and particularly germane to this paper, 

although comparative institutional frameworks provide an advantage over traditional 

employment relations theories by helping us to understand how the connectedness within 

multinational firms across national boundaries affects firm (or “establishment”) level 

employment relations systems (i.e. “home” vs. “host” country effects: Almond et al 2005; 

Edwards and Ferner 2002; Ferner 2000), they are much less useful for understanding how the 

connectedness between firms across national boundaries affects employment relations.  Although 

comparative institutional approaches do recognize the significance of inter-firm connections, for 

example by examining the extent of ownership and non-ownership coordination in business 

systems (Whitley 1999) or the level of inter-firm cooperation (Hall and Soskice 2001), these 

inter-firm connections are assumed to take place within national institutional boundaries and are 

defining features of distinctive national capitalisms.   

 Figure 1 graphically displays the contributions of the dominant employment relations 

frameworks reviewed here. As shown, national institutions and key actors and their external 

environments shape firm strategies at multiple levels (e.g. strategic, functional and workplace) 

which, in turn, structure the employment system inside the firm. Both sets of theories have gone 

a long way in highlighting firm strategies and employment relations within a single firm. They 

do not, however, focus on a key aspect of globalization – the integration of firms across national 

boundaries in cross-border production and service networks (e.g. global supply chains) and the 

employment relations outcomes of such interconnectedness.  
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                                                 INSERT FIGURE 1 HERE 

 

3.  Network-Based Approaches: Global Value Chains and Global Production Networks  

Network-based approaches, which take into account the changing nature of global 

production and in particular, the increasing prevalence and centrality of cross-border inter-firm 

relationships, exhibit the potential to overcome the limitations noted above. Two such 

approaches are global value chain (GVC) theory and the global production network (GPN) 

framework.  

GVC theory came out of work in world-systems analysis by Hopkins and Wallerstein 

(1977; 1986) and was developed further by sociologist Gereffi and his colleagues using 

transaction cost economics, network theory and organizational learning.  The building block of 

GVC theory is the notion of a commodity chain, defined by Hopkins and Wallerstein (1986: 159) 

as “a network of labor and production processes whose end result is a finished commodity”, and 

later referred to as a “value chain”, originally introduced by Porter (1985) and adopted by 

scholars such as Kaplinsky (1998) and Gereffi et al (2001) for its greater inclusiveness of 

network activities and products.   

With the globalization of production and trade, firms have increasingly found themselves 

interacting with and within value chains that cross national and firm boundaries. Consequently, 

structures must be put in place to manage the complex intra- and inter-firm relationships which 

develop out of these global networks. The GVC framework seeks to better understand these 

relationships and more specifically, the governance structures used to coordinate them.  In a 

seminal article, Gereffi, Humphrey and Sturgeon (2005) identify five main types of value chain 

configurations which can be differentiated based on their mode of governance: “market”, 
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“modular”, “relational”, “captive” and “hierarchy”.  These value chain configurations vary in 

their degree of explicit coordination and power asymmetry, with low levels of explicit 

coordination and power asymmetry in market-based configurations, high levels in vertically 

integrated hierarchical configurations and moderate to high levels of explicit coordination and 

power asymmetry in network configurations (modular, relational and captive).  Three key 

variables determine the mode of governance or the choice of value chain configuration: the 

complexity of task requirements, the codifiability of those requirements and the capabilities of 

actual and potential suppliers in relation to the requirements.  The higher the complexity of task 

requirements, the lower the codifiability of said requirements and the lower the capabilities of 

suppliers, the more likely that lead firms will choose value chain configurations that ensure high 

levels of explicit coordination and power asymmetry
2
. At the heart of GVC theory then is a 

configurational approach to global production that recognizes fundamentally different lead and 

supplier firm modes of coordination, interaction and interdependence.   

The GPN framework, originating from the geography discipline, and typified by the 

approach of the “Manchester School”, is also designed to capture the structure and dynamics of 

contemporary global production (Dicken et al 2001; Henderson et al 2002).  This approach 

focuses on how companies manage their global operations. The three conceptual elements that 

drive GPN research are value (to estimate how and where value is captured in the network), 

power (how power is used in the capturing of this value) and embeddedness (the degree to which 

the network is territorially and consequently, socially and institutionally embedded).  GPN 

researchers thus claim to be able to see how states, unions and a host of other actors and 

institutions influence the way global corporations organize their networks and the implications 



10 
 

for industrial upgrading, value capture, poverty reduction, economic growth and a range of other 

outcomes.  

 Despite their value in advancing our understanding of the contemporary global economy, 

both of these approaches are not without their criticisms.  GVC theory has been criticized for 

taking an overly narrow and static approach by emphasizing the governance of dyadic relations 

between lead and supplier firms within global value chains.  Related to this is the view that the 

notion of a “chain” implies that production processes are vertical and linear when in reality 

vertical, horizontal and diagonal linkages make up complex “networks” (Henderson et al 2002: 

442).  A second criticism is that GVC theory ignores territory/space, unlike the GPN framework 

which looks at production networks as embedded in different geographic, institutional, political, 

and social contexts. In line with this, Taylor (2010) notes that the GPN framework captures 

global-local relations and restores the territoriality that GVC theory ignores.   

 In contrast, the GPN framework has been criticized for being too inclusive and all 

encompassing. Even proponents of the framework have noted the need for highly complex 

analyses, which most empirical studies to date have not been able to achieve (Coe et al 2008). 

This, in turn, has led some scholars to conclude that the GPN framework may be a “totalising 

theory lacking explanatory bite” (Taylor 2010: 251).  Finally, both approaches are subject to the 

criticism that their central criteria are difficult to measure, although some case studies have been 

successful in using researcher judgment to identify the key variables in each framework and their 

implications for relationships in the network (e.g. Piore 2004).   

While both approaches are associated with active research communities, and there is 

some crossover (see Barrientos, Gereffi and Posthuma 2011), there is a surprising absence of 

focus on labor and more specifically, workplace employment relations.  Although scholars have 
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increasingly called for integrating network-based approaches with the analysis of work and 

employment (e.g. Barrientos et al 2011; Rainnie et al 2011), studies to date have generally seen 

labor as one of a number of institutions to be examined (cf. Smith et al 2002), or have focused 

more specifically on labor agency in structuring global production networks/chains and vice 

versa (Bair and Ramsay 2003; Herod 2000; Hughes 2001; Rainnie et al 2011; Riisgaard and 

Hammer 2011; Taylor 2010). Other studies have used GVC/GPN approaches to examine the 

implications of global production networks for labor but have focused on limited aspects of work 

and employment, for example the increasing casualization and feminization of employment in 

such networks (Barrientos and Kritzinger 2004; Dolan and Sutherland 2003) or the implications 

of firm upgrading for labor (Barrientos, Gereffi and Rossi 2011; Knorringa and Pegler 2006). 

While a small number of these studies have also begun to examine the employment relations 

outcomes for workers at different points along the value chain, these tend to be country and 

industry-specific accounts and typically utilize a narrow range of criteria (e.g. wages, 

employment security), derived, in large part, from their analytical focus on the role of GVCs in 

poverty alleviation (see also Kabeer and Mahmud 2004; Nadvi and Thoburn 2004; also see 

Nadvi 2004 for a summary of these studies). An exception here is Wilkinson et al (2001) who 

explicitly focus on work organization and human resource management in global commodity 

chains but also continue the tradition of country and industry-specific case studies. The 

workplace has therefore not been the foci of most studies.   

Given the employment relations field’s focus on the workplace, we choose to use GVC 

theory as the basis for developing a new framework capable of capturing the effects of 

globalization on employment relations for several reasons. First, the specificity and narrow focus 

of GVC theory allow us to concentrate our attention on one key aspect of the global economy 



12 
 

that traditional theories of employment relations do not permit, namely inter-firm relationships 

and the governance structures used to coordinate them. In addition, focusing on inter-firm 

linkages and their consequences for employment relations allows us to address a gap in both the 

GVC and GPN literatures – the treatment of the firm as a “black box”, since global networks 

affect and are affected by what goes on inside interlinked firms (Coe et al 2008: 277). Second, 

using GVC theory to examine the employment relations implications of inter-firm relationships 

deals with the criticism that too much of prior GVC/GPN research has focused on lead firms and 

not suppliers (ibid.). Third, as we describe in more detail in the following sections, when our 

framework is combined with traditional strategic choice and comparative institutional 

perspectives of employment relations, our overall approach provides a comprehensive view of 

the factors that are likely to affect the structure and outcomes of employment relations systems at 

the firm level. 

Using GVC theory, we argue that employment relations systems in global value chains 

need to be assessed on the basis of their specific configurations of firm interdependencies, task 

complexities and supplier capabilities. The different relationships and structures associated with 

different value chain configurations are, we maintain, essential for understanding employment 

relations across this increasingly important level of analysis. Different value chain configurations 

will lead to dramatically different employment relations strategies and outcomes.   

GVC theory allows us to examine how interconnections within and between firms affect 

the employment relations processes and outcomes of connected firms. Since firms are typically 

interconnected across national boundaries, GVC theory also raises the possibility that we can 

examine the interaction between firms and different institutional environments throughout a 

given value chain
3
. GVC theory thus permits us to examine the dynamics of globalization and its 
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effects on employment relations in firms at different levels in the value chain and in different 

countries simultaneously. In doing so, the GVC perspective shifts the focus from the firm within 

a national context to one that assesses the firm within the context of a global network, or in this 

case, value chain
4
.  

In sum, in this article we build on the existing body of research that has recognized the 

importance of integration in global value chains for workers and labor more generally by 

providing an industry-neutral framework to explain the employment relations patterns associated 

with different international intra- and inter-firm relationships and their concomitant 

characteristics. In doing so, we use network approaches, and GVC theory in particular, to 

develop a broad framework for analyzing employment relations issues within and across global 

industries. 

 

 

4.  A GVC-Based Configurational Framework for the Analysis of Employment Relations  

 

Building on GVC theory, we propose a new framework that examines the ways in which 

each value chain configuration, given its level of explicit coordination, power asymmetry and 

task requirements, shapes employment systems.  Employment relations systems, according to 

this approach, are not only viewed as the product of national institutional variation and the 

strategic choices of key actors in response to different environmental pressures, but are also the 

result of different value chain configurations and the strategic interactions and institutional 

influences that characterize them.   

Our framework is based on a number of important building blocks.  First, value chain 

configuration is conceived as the coordination between two links (or firms) in a chain, for 

example the relationship between a lead firm and a supplier (Sturgeon 2009).  As a result, each 
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firm in a given value chain may have multiple, and perhaps differing, value chain configurations 

depending on the number of intra- and inter-firm relationships they have and no single 

configuration will likely characterize an entire chain.   

 Second, in our framework, lead firm is defined broadly and refers to the firm that is 

essentially driving the level and type of coordination between the two firms
5
.  The lead firm 

might be a MNC and the value chain configuration may be reflecting the relationship between 

that MNC and a first-tier supplier or the lead firm could also be a first-tier supplier and the value 

chain configuration may be reflecting the relationship between that supplier and a subcontractor.  

The lead firm is the nodal firm in the chain.   

Finally, since lead firms are responsible for driving value chain configurations, the 

framework presented here focuses on the employment systems of other firms in the network, 

namely suppliers rather than lead firms.  As lead firms reduce direct ownership over activities 

and engage in value chains with supplier firms, the main effect in the lead firm is usually a 

decrease in the quantity of employment.  However, since the underlying assumption of GVC 

theory is that lead firms externalize peripheral manufacturing and service activities and keep 

“core” activities in-house, we should not expect the quality or the structure and outcomes of 

employment systems in lead firms to necessarily be affected by their involvement in different 

value chain configurations with outside supplier firms
6
.   

Figure 2 graphically depicts the configurational approach to employment relations and 

highlights the primary contribution of our framework to existing employment relations theory. 

Specifically, lead firm strategies, and strategic decisions over whether and what to make or buy 

in particular, determine the nature of task requirements. This leads to different interconnections 

between lead firms and suppliers (from market to hierarchy), with varying degrees of explicit 



15 
 

coordination and power asymmetry, which, in turn, we argue, shape the employment systems of 

suppliers.  

INSERT FIGURE 2 HERE 

It is important to note that firm-level actors and their strategic choices and the national 

institutional contexts within which firms are embedded also play a role in structuring the 

employment relations systems of interconnected firms. A comparison of Figures 1 and 2 shows 

that these factors continue to play a significant role in shaping firm strategies and employment 

relations in both lead and supplier firms. In fact, the effects of national institutions and actor 

strategic choices may be central to value chain locational and configurational choices in the first 

place. For example, lead firm decisions over where to locate production are based, at least in 

part, on the nature of supplier firm national institutions, the availability of certain types of skills 

(which may be a function of strategic choices, national institutions or both) and the comparative 

advantages offered for given tasks in different locations (Kogut 1984; Ramirez and Rainbird 

2010).  Likewise, the role of states and of organized labor can be important determinants of 

initial locational decisions (Coe et al 2008; Smith et al 2002). This is evident, for instance, in 

developing countries where the economic development policies of states and the relative 

weakness of unions have allowed some large lead firms to engage in global labor arbitrage to 

minimize costs.  In addition, the organization and mode of value chain governance may itself be 

shaped by the national institutional environments from which lead firms originate (Lane and 

Probert 2009)
7
.  Nevertheless, our framework incorporates, and focuses attention on, the 

interconnections within and between firms in global networks and the ways in which these 

interconnections shape employment relations systems
8
.  Taken together, we set forth the general 
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proposition that different GVC configurations will lead to qualitatively different supplier 

employment relations systems. 

Proposition 1: Each of the five GVC configurations will be associated with different 

supplier employment relations system characteristics. 

 

 Table 1 below specifies our configurational approach to studying employment relations. 

We delineate four specific dimensions that are influenced by each of the five GVC patterns. The 

first and second columns of Table 1 list the value chain configurations and the nature of task 

requirements under each configuration according to Gereffi and colleagues.  The next four 

columns capture central criteria for understanding how the structure and outcomes of supplier 

employment relations systems are likely to vary across the five value chain configurations.   

The first criterion, Lead Firm Influence on Supplier Employment Relations, refers to the 

role of lead firms in determining employment relations strategies and practices in supplier firms.  

An example here would be the role of lead firms in the training practices and organization of 

work in supplier firms. While lead firms can also influence supplier employment relations 

indirectly, for example through pressures to reduce costs, influence here refers to the direct 

involvement of lead firms in supplier employment relations systems. In this way, the level of 

lead firm influence also provides an indication of the degree of autonomy that suppliers have 

over their employment systems. In general, as lead firm influence increases, it is expected that 

supplier autonomy decreases and that suppliers will have less say over how their employment 

systems are structured.  Second, Skill & Knowledge of Employees in the Supplier Firm refers to 

the characteristics and capabilities of employees in the supplier firm and is strongly related to the 

nature of task requirements.  For example, complex tasks will be associated with highly skilled 

workers while relatively simple tasks can be performed by less skilled workers.  Third, Stability 
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of Employment in the Supplier Firm refers to employment tenure and type and is related to the 

nature of tasks performed and the skill and knowledge of employees required to perform those 

tasks.  Firms that perform tasks requiring basic skills that are easily learned by employees are 

more likely to have less stable and more flexible employment systems characterized by high 

attrition and/or a greater number of temporary workers because employees can be replaced with 

little investment of time and training.  In contrast, firms that perform complex tasks that require 

higher skilled workers are much more likely to have stable employment systems characterized by 

long-term employment relationships and a greater proportion of permanent employees because 

replacing those employees will be much more difficult and costly. This is especially true where 

there is high firm specificity of skills and/or where firms have invested in training for skilled 

employees. Finally, National Institutional Influences on Supplier Employment Relations refers to 

the primary national institutions which shape supplier employment systems.  As noted, 

employment strategies and practices are affected by the national institutional contexts within 

which firms are embedded.  As firms operate across national boundaries, they are exposed to and 

influenced by multiple institutional environments. This includes institutions in their “home” 

country, the country from which they originate, as well as institutions in their “host” countries, 

the countries in which they operate.  Likewise, firms in global production and service networks 

are also influenced by multiple institutional environments.  For example, supplier firms in cross-

border networks may be subject to national institutions from both their own home country, the 

country from which they originate and within which they often continue to operate, and national 

institutions from the lead firm’s home country.  The latter is especially likely in value chain 

configurations with high levels of explicit coordination and lead firm influence and may occur, 

for example, through the transfer of strategies and practices originating in and shaped by the 
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national business system in the lead firm’s home country to the supplier firm or through lead 

firm pressure on host country governments to adopt certain types of policies.   

As shown in Table 1, the first three employment system criteria outlined range from low, 

moderate to high for each value chain configuration.  The fourth, National Institutional 

Influences on Supplier Employment Relations, is labeled as “Local” where the supplier’s 

employment system is influenced primarily by institutions from the supplier’s home country, 

“Lead” where the supplier’s employment system is influenced primarily by institutions from the 

lead firm’s home country and “Local and Lead” where the supplier’s employment system is 

influenced by institutions from both the supplier’s home country and the lead firm’s home 

country.  

These criteria capture important dimensions of supplier employment relations systems 

that are likely to be affected by different GVC configurations. These criteria also allow us to 

highlight the mechanisms through which GVC configurations influence supplier employment 

relations systems. Thus, for example, we argue that different GVC configurations have different 

implications for the extent to which the lead firm has influence on the nature of supplier 

employment systems. Similarly, we maintain that each of the other criteria included in our 

framework represent central employment system factors that are likely to be influenced by the 

nature of the GVC configuration, thereby linking the mode of inter-firm coordination to intra-

firm employment relations.  

Two of the four employment system criteria used in the configurational framework, skill 

and knowledge of employees and stability of employment, are tangible, “objective” criteria that 

have been used in a wide variety of studies, including but certainly not limited to studies which 

employ GVC analysis, in order to understand different employment relations patterns (e.g. 
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Storper and Salais 1997; Katz and Darbishire 2000; Dolan and Sutherland 2003; Barrientos and 

Kritzinger 2004; Nadvi 2004).  Taken together, these criteria provide a nuanced portrait of the 

types of strategies and practices that may be utilized under different value chain configurations.  

For example, supplier firms in value chain configurations associated with higher skilled workers 

and greater employment stability are likely to be characterized by employment relations 

strategies and practices that enhance worker skills and increase commitment.  In contrast, 

supplier firms in value chain configurations associated with low skilled employees and low 

employment stability will be less likely to invest in employment relations practices aimed at skill 

development and worker loyalty and more likely to adopt practices which minimize costs. The 

latter are also much more likely to operate on a nonunion basis. 

The remaining two employment system criteria, lead firm and national institutional 

influences on supplier employment relations, represent dimensions of employment systems that 

are unique to connected firms.  That is, while skill levels and employment stability capture 

standard elements of employment systems (whether integrated in value chains or not) that we 

expect to be affected by different value chain configurations, the other two proposed criteria are 

those that are only applicable to employment systems where a given firm has a relationship with 

another firm.  These can be intra- or inter-firm relationships but the main idea is that the 

employment strategies and practices of a (supplier) firm are affected by their interaction with and 

connection to another (nodal) firm. We identify two key ways in which this may occur, both of 

which are likely to vary according to the nature of GVC configurations: through the direct 

involvement of a lead firm in the supplier firm’s employment system and through institutional 

influences from the lead firm’s home country.  The latter dimension in particular recognizes the 

importance of different institutional environments in shaping employment relations within cross-
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border inter-firm arrangements, consistent with calls for greater attention to the “territorial 

embeddedness” of global production and service networks (e.g. Henderson et al 2001: 452) and 

for the need to better integrate global value chain/network approaches with comparative 

institutional perspectives (Lane and Probert 2009).  

Accordingly, a GVC theory-based employment relations framework allows for a clear 

depiction of the tradeoffs associated with the different employment system configurations that 

cross-border connections within and between firms bring about. A comparison of each GVC 

configuration across the dimensions examined in this paper points to fundamentally different 

employment system ramifications. Next, we briefly review the characteristics of each value chain 

configuration, as outlined by Gereffi et al (2005), and their implications for supplier employment 

relations systems. 

INSERT TABLE 1 HERE 

 

Elaboration of the Configurational Framework  

Market Value Chain Configurations  

 Market value chain configurations are those in which customers or lead firms and 

suppliers buy and sell standard products.  Tasks are relatively simple and easily codified and 

suppliers have the capability to make products with little input from customers so there is low 

explicit coordination and low power asymmetry between lead firms and suppliers.  Examples of 

a market value chain configuration can be found in the world bicycle industry, where lead firms 

and suppliers have an arm’s-length contracting relationship and national bicycle brands purchase 

basic component parts produced according to international standards from specialized suppliers 

located in different parts of the world (Galvin and Morkel 2001).    
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Given the nature of task requirements in the market value chain configuration, we would 

expect lead firm influence over supplier employment systems to be low, with suppliers retaining 

full control over employment strategies and practices.  Since task complexity is low, we would 

also expect employees in the supplier firm to be low skilled which would, in turn, be associated 

with low employment stability in the form of higher attrition and temporary or casual 

employment.  Finally, because coordination between the lead firm and the supplier firm are low, 

we would expect that the primary institutional influences will be local – that is, institutions in the 

supplier firm’s home country or country of operation.  Such employment relations systems are 

evident, for example, in the production segments of horticulture value chains where South 

African fruit growers employ low skilled workers and provide low employment stability through 

the increasing use of contract labor (Barrientos and Kritzinger 2004).  Although lead firms exert 

indirect pressures on the employment strategies of these suppliers (e.g. through production 

imperatives and codes of conduct), they are not directly involved in determining employment 

strategies and practices in supplier firms and as a result, supplier firms have some degree of 

autonomy and “strategic choice” over how their employment systems are structured. Thus, we 

set forth the following proposition: 

Proposition 2: Market value chain configurations will, compared to other GVC 

configurations, be associated with supplier employment relations systems that are characterized 

by low levels of lead firm influence, high levels of local institutional influence, low workforce 

skill levels, and low levels of employment stability.  
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Modular Value Chain Configurations 

 Modular value chain configurations are characterized by “turn-key” suppliers who make 

products and services according to customer specifications.  Although transactions are more 

complex than those found in market value chain configurations, they are also easily codified and 

suppliers have the capability to provide full packages and modules, using generic machinery to 

spread risk and capacity over a wide range of customers, so that explicit coordination and power 

asymmetry between the lead firm and the supplier remains low.  Examples of modular value 

chain configurations can be found in the American electronics industry where globally operating 

supplier firms (“contract manufacturers”) receive highly formalized specifications for product-

level manufacturing from U.S. lead firms (brand name electronics firms) and are responsible for 

purchasing required component parts and performing a range of services, including redesign-for-

manufacturability, circuit-board layout, testing, final product assembly, final packaging, and 

after-sales service (Sturgeon 2002). 

Similar to the market value chain configuration, high supplier competence and low 

explicit coordination and power asymmetry between lead firms and supplier firms in the modular 

value configuration means that suppliers will retain full control over their employment systems 

with very little to no input from lead firms. Likewise, institutional influences on employment 

relations strategies and practices in the supplier firm will be primarily local. In contrast to the 

market value chain configuration however, the complex yet codifiable nature of tasks will result 

in moderately skilled workers capable of performing tasks according to detailed specifications 

and a moderately stable employment system with less (though still present) turnover and a higher 

(though still small) proportion of core employees.  Evidence of such employment relations 

systems can also be found in horticulture value chains where pack-house workers involved in 
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higher value-added tasks, such as preparing, processing and packaging fresh fruits and 

vegetables, are higher skilled and have better conditions of work (e.g. higher wages, formal 

employment contracts) than workers performing low value-added tasks on farms (Dolan 2004; 

Dolan and Sutherland 2003). Nevertheless, like their counterparts on farms, these workers are 

generally low skilled and experience low employment stability as many are employed via 

“nonstandard” work arrangements such as casual and seasonal/temporary employment. Thus, we 

set forth the following proposition: 

Proposition 3: Modular value chain configurations will, compared to other GVC 

configurations, be associated with supplier employment relations systems that are characterized 

by low levels of lead firm influence, high levels of local institutional influence, moderate 

workforce skill levels, and moderate levels of employment stability.  

 

Relational Value Chain Configurations   

 Relational value chain configurations are those in which interaction and communication 

between lead firms and suppliers is both frequent and central.  Tasks are complex and not easily 

codified but suppliers are highly capable and provide lead firms with an incentive to outsource to 

gain access to complementary competencies. The need to exchange tacit knowledge results in 

high explicit coordination between lead firms and suppliers and a high degree of mutual 

dependence which is regulated through trust, reputation, deep social ties and often, though not 

always, spatial proximity.  Examples of relational value chain configurations can be found in the 

global automotive industry where high product complexity combined with low codifiability and 

the absence of industry-wide standards have resulted in close collaboration, in the form of 

frequent interpersonal interaction and the transfer of tacit knowledge (i.e. proprietary standards), 

between lead firms and suppliers who have increasingly taken on a role in co-designing complex 

parts and subsystems (Sturgeon, Van Biesebroeck and Gereffi 2008).  Subcontracting in the 
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software industry and the offshoring of research and development in the life sciences and 

engineering design are additional examples of relational value chain configurations (Kuruvilla 

and Ranganathan 2008).  

The nature of task requirements and relationships in relational value chain configurations 

are likely to give rise to employment systems which are jointly influenced by lead firms and 

suppliers.  While lead firms are likely to play a significant role in supplier employment systems, 

for example with regards to training, suppliers will also retain a high level of control over how 

their employees are managed. Since tasks are both complex and uncodifiable, it is expected that 

employees will be highly skilled and knowledgeable and that employment systems will be highly 

stable, with low attrition and long-term employment relationships.  Finally, because there is a 

high degree of mutual dependence between the lead firm and the supplier, we would expect that 

institutional influences on employment relations will be both local and lead, reflecting 

institutions from both the supplier’s home country and the lead firm’s home country.  As we 

discuss in more detail later on, support for this employment relations system configuration can 

be found in the software industry where workers in supplier firms are highly skilled and work 

closely with, and in some cases even in the same country as, the lead firm (Piore 2004). Thus, we 

set forth the following proposition: 

Proposition 4: Relational value chain configurations will, compared to other GVC 

configurations, be associated with supplier employment relations systems that are characterized 

by moderate levels of lead firm influence, dual lead and local institutional influence, high 

workforce skill levels, and high levels of employment stability.  

 

Captive Value Chain Configurations 

 Captive value chain configurations are characterized by transactionally dependent 

suppliers.  Tasks are highly complex and codifiable but because suppliers have low capabilities, 

they are provided with detailed instructions, rely on lead firms for resources, perform a narrow 
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range of tasks, such as simple assembly, and are subject to high levels of monitoring and control 

by lead firms seeking to lock-in suppliers they have invested in.  As a result, there is high explicit 

coordination and power asymmetry between lead firms and suppliers and suppliers encounter 

significant switching costs, thus making them “captive”.  Examples of captive value chain 

configurations can be found in food industries such as chicken where lead firms (“integrators”) 

exert significant control over suppliers (independent farmers, referred to as “growers”) who are 

responsible for raising the chickens and are dependent on integrators for market access and key 

inputs, including baby chicks, feed, medication and technical assistance (Gereffi, Lee and 

Christian 2009).  A variety of firms in a variety of other industries (e.g. law, accounting) often 

have “captive” business process units or back offices in other countries that are also examples of 

this type of value chain configuration.    

 Given the high degree of dependence of suppliers on lead firms in captive value chain 

configurations, lead firm influence over supplier employment systems is expected to be high, 

especially with regards to training.  Moreover, since suppliers perform a narrow range of tasks, 

employees will be relatively low skilled and employment systems will reflect a low level of 

stability, with high attrition and few permanent employees.  Lastly, since there is high explicit 

coordination between the lead firm and the supplier, we should expect institutions from the lead 

firm’s home country to influence employment relations in the supplier firm.  At the same time 

however, comparative advantages offered by institutions in the supplier’s home country may 

have been a deciding factor in choosing the supplier and the value chain configuration in the first 

place and as a result, local institutions will likely also be relevant.  Such supplier employment 

relations systems are evident in the consumer electronics sector where Malaysian assembly 

plants are dependent on Japanese lead firms for high value-added activities (e.g. detailed product 
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and process designs) and employ low skilled workers with little job security (Wilkinson et al 

2001). High turnover is also the norm in these plants. Thus, we set forth the following 

proposition: 

Proposition 5: Captive value chain configurations will, compared to other GVC 

configurations, be associated with supplier employment relations systems that are characterized 

by high levels of lead firm influence, dual lead and local institutional influence, low workforce 

skill levels, and low levels of employment stability.  

 

Hierarchical Value Chain Configurations 

 Hierarchical value chain configurations refer to the relationships between lead firms and 

their vertically integrated subsidiaries. Tasks are highly complex and uncodifiable and because 

highly competent suppliers cannot be found outside the firm, these tasks are kept in-house
9
. 

Since these tasks are often key to the lead firm’s competitive advantage and require the exchange 

of tacit knowledge, there is high explicit coordination and power asymmetry between the lead 

firm and the subsidiary.  Examples of hierarchical value chain configurations can be found in the 

relationships between large MNCs in a variety of industries, such as IT, and their subsidiaries 

involved in strategic functions such as core R&D (Quan and Chesbrough 2010).   

 Given the highly complex and integral nature of tasks in hierarchical value chain 

configurations, lead firm influence over employment systems will be high and take place 

primarily via managerial control. Moreover, employees will be highly skilled and employment 

systems will be highly stable with low attrition and long-term employment.  Finally, because the 

supplier is in-house and is often located close to the lead firm’s headquarters, institutional 

influences are expected to be predominantly from the lead firm’s home country.  The consumer 

electronics sector also provides evidence of such employment systems in the domestic operations 

of large Japanese lead firms, where workers involved in complex, high value-added activities, 
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such as design and development, are highly skilled specialists and have high job security 

(Wilkinson et al 2001).  In addition, since these plants and the lead firms are located in the same 

place, institutional influences on employment relations are primarily from the lead firm’s home 

country – Japan. Thus, we set forth the following proposition:  

Proposition 6: Hierarchical value chain configurations will, compared to other GVC 

configurations, be associated with supplier employment relations systems that are characterized 

by high levels of lead firm influence, high levels of lead institutional influence, high workforce 

skill levels, and high levels of employment stability.  

 

 

5.  Summary 

In general, the configurational framework predicts that value chain configurations with 

highly complex and uncodifiable tasks, and thus moderate to high levels of explicit coordination 

and power asymmetry, will be characterized by supplier employment relations systems with 

relatively high levels of lead firm influence, high workforce skill levels, high employment 

stability and higher levels of lead institutional influence. In contrast, value chain configurations 

with comparatively simple and codifiable tasks, and thus low levels of explicit coordination and 

power asymmetry, will be characterized by supplier employment relations systems with 

relatively low levels of lead firm influence, lower workforce skill levels, lower employment 

stability and lower levels of lead institutional influence.    

We provide examples from existing case studies to support the propositions of the 

configurational framework, where possible.  However, as we noted earlier, much of the previous 

literature has only examined a narrow range of employment system criteria and case studies 

which have applied network-based approaches to the study of work and employment have 

disproportionately focused on one end, the “bottom” as Dolan (2004) calls it, of global value 

chains. Moreover, the use of different research questions and different perspectives (e.g. global 
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commodity chains vs. global production networks) make it difficult to classify existing cases 

within the framework as most studies do not provide the level of detail necessary to do so.   

In the next section, we further validate the configurational framework and demonstrate its 

utility for understanding the dynamics of globalization and its effects on employment relations 

through a brief analysis of three contemporary employment relations issues: outsourcing and its 

impact on employment relations, the centralization/decentralization of human resource strategies 

and practices in global networks, and the regulation of labor standards in global supply chains. 

 

6.  Application of the Framework: Three Exemplars  

 

Outsourcing and Employment Relations 

The international segmentation of production and services and the increasing vertical 

disintegration of MNCs have raised questions about outsourcing across national boundaries and 

its implications for employment relations.  In particular, researchers have not only begun to 

question what can be outsourced but also what outsourcing means for both the quantity and 

quality of employment in supplier firms that are increasingly incorporated into global production 

and service networks (Batt, Holman and Holtgrewe 2009).  Moreover, researchers have 

questioned whether and under what circumstances firm upgrading by suppliers leads to 

improvements in labor conditions (Barrientos, Gereffi and Rossi 2011; Knorringa and Pegler 

2006).   

By examining the nature of outsourced tasks in supplier firms and their place in cross-

border networks, the configurational framework can provide us with a greater understanding of 

how outsourcing arrangements are likely to affect employment relations and the quality of 

employment in supplier firms.  For instance, Table 1 would suggest that there will be differences 
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in the nature and quality of employment relations among supplier firms in captive versus 

relational value chain configurations.  While the close relationships between lead firms and 

supplier firms in both types of configurations would lead to high lead firm influence on 

employment relations and institutional influences from both the lead firm’s home country and 

the supplier firm’s home country, we would expect supplier firms in captive value chains to 

employ less skilled workers and have less stable employment systems than relational value 

chains where highly competent supplier firms will employ more skilled workers with high 

employment stability.  

The outsourcing and offshoring of dedicated call centers is a primary example of a 

captive value chain configuration.  Although there is variation, in general, call center work is 

seen as clerical work that is not central to a firm’s core competencies (Doellgast, Batt and 

Sorensen 2009).  Since the work is transactional and the requirements are easily codified, it is 

easy and perhaps even preferable to offshore call center work in order to reduce costs (Holman et 

al 2007, for example, estimate that labor costs make up 50-70% of total costs in call centers).  

Research on call centers in developing economies has revealed that client (lead) firms tend to 

impose a standardized production model with Tayloristic, control-oriented characteristics on 

their supplier firms.  Readily available call center technologies routinize work practices while 

electronic monitoring systems allow firms to monitor progress. The business strategies of the 

client firms drive the employment practices of the supplier firm.  In order to provide better 

service to their American customers, lead firms devise training programs for offshore call center 

workers, including training in accent neutralization (e.g. US client firms have required Indian 

call center workers to speak with an American accent and use American names). Given the low 

cost model, the skill levels required of employees in supplier firms are generally low. High 
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turnover in these firms is the rule rather than the exception and is taken as part of the costs of 

doing business. At the same time, employment characteristics in the call center conform to local 

laws and local institutional practices (Batt et al 2009).  Batt and colleagues’ research project also 

highlights differences in employment relations in call centers based on the institutional 

characteristics of the countries in which lead firms originate.  In summary, consistent with the 

proposed characteristics of the captive value chain configuration outlined in Table 1, the 

outsourcing of call center work shows that lead firm influence on supplier firm employment 

practices is high, skill and knowledge levels of employees and employment stability in the 

supplier firm are low and institutional influences on supplier firm employment relations 

constitute a mix of lead and local.   

In contrast, the offshoring of knowledge work, such as software development, represents 

a relational value chain configuration between lead and supplier firms with very different 

implications for employment relations.  Lead firms have a high degree of influence on supplier 

employment relations, particularly in terms of the training of software programmers and analysts 

who have to work to quality standards established by the lead firm. Employees in supplier firms 

are generally highly skilled and well paid, which is also partially a function of the local 

institutional conditions and labor markets in which these firms are embedded.  Over time, as 

Piore (2004) notes in his study of the software industry, the elements of integration and 

coordination in testing new software forces employees in lead firms and supplier firms to work 

together and have a shared vision of the software architecture. This interdependency between 

lead and supplier firms may, in turn, result in a gradual process of technical skills upgrading at 

the supplier firm.  In this way, the strategies of the lead firm, and in some cases institutional 

influences from the lead firm’s home country, have large consequences for employees of the 
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supplier. This is evident, for example, in the case of Infosys, an Indian software company with 

over 1000 Indian employees located in the US whose conditions of work are influenced by both 

US and Indian laws.   

Similarly, in his study of knowledge process offshoring, Jensen (2009) notes that the 

offshoring process deepens the relationship between client and subcontractor firms and the 

subcontractor firm gradually acquires the highly specialist knowledge of the client firm’s 

structure, culture, processes and even core competencies. This may, in turn, result in “functional 

upgrading” wherein supplier firms engage in additional and higher value-added activities 

(Humphrey and Schmitz 2002) and is consistent with Gereffi et al’s (2005) assertion that value 

chain configurations in a variety of different industries have evolved over time. As a result, we 

should expect to see differences in the employment systems of supplier firms as value chains 

evolve and the framework presented here can provide some idea of what we might expect to see.  

An example of this can be found in the automotive parts industry in India where a transition from 

assembly to design has resulted in higher skilled workers and greater employment stability in 

supplier firms (Nathan and Kalpana 2007), consistent with the employment relations 

implications of a shift from a modular or captive value chain configuration to a relational value 

chain configuration in our framework.   

These examples clearly illustrate the usefulness of GVC theory and our configurational 

framework for the analysis of questions related to outsourcing and its impact on employment 

relations in supplier firms. As is evident in the call center and software development illustrations, 

the framework is particularly useful for comparative analysis, allowing us to examine the 

differential effects of outsourcing across supplier firms that perform significantly different tasks 

in different value chain configurations.  The framework is also useful for understanding how 



32 
 

supplier firm upgrading and changes in value chain configurations are likely to affect labor 

conditions in supplier firms over time.  The latter also illustrates the dynamic and reciprocal 

nature of our configurational framework, which we discuss in more detail later on. 

 

Centralization/Decentralization of Human Resource Management in Global Networks 

Changes in the nature of international trade and economic organization have not only 

raised questions about the quality of employment in global networks but also questions related to 

the centralization vs. decentralization of human resource management in global networks and in 

particular, the extent and circumstances under which the human resource strategies and practices 

of lead firms will extend to suppliers (both in-house and external) in the larger network.  To be 

sure, there are significant competing pressures for both the centralization and decentralization of 

human resource strategies and practices in global networks (Edwards and Kuruvilla 2005).  A 

key pressure for centralization is the need for global human resource policies to be consistent 

with the global business strategies of the lead firm. Regional chains of excellence also require 

some degree of centralization or coordination.  In addition, there is also the “country of origin” 

effect, where policies designed in the lead firm’s headquarters get transferred to the firm’s 

locations and suppliers in other countries, primarily because the “center of gravity” of corporate 

HR lies in the country of origin.  

On the other hand, local isomorphic pressures in the form of legal, cultural and labor 

market institutions exert pressure for the decentralization of human resource management across 

the chain. The complexity of managing global workforces also exerts pressure to decentralize 

human resource systems.  Furthermore, internal political dynamics also affect the extent to which 

centralization tendencies are seen as ways to extend the power and influence of corporate staff 

and resisted by local managers.  Finally, the increasing stratification of production across 
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national boundaries raises questions about the efficacy of a centralized approach to employment 

relations.  Since different functions are often carried out across countries, lead firms may have 

little incentive to standardize practices across their international operations and may instead find 

it beneficial to tailor practices according to locations and tasks performed (e.g. see Wilkinson et 

al 2001).  As such, it is not clear if and when lead firm human resource strategies and practices 

will extend to their global network.  

The proposed framework can be used to help address questions regarding the extent and 

conditions under which the human resource strategies and practices of lead firms will extend 

beyond lead firm boundaries to suppliers around the world. For example, when will lead firms 

play a role in setting the practices of their suppliers? And what types of practices are most likely 

to be centrally determined?  The answer to these questions will be based, in part, on the position 

of suppliers vis-à-vis large lead firms and the nature of task requirements in value chains.  As 

mentioned previously for example, transformations in assembler-supplier relations have occurred 

in the auto industry as suppliers have taken on an increasing role in the design of automotive 

components and engage in just-in-time delivery systems (e.g. Nathan and Kalpana 2007; 

Sturgeon et al 2008).  Consistent with a more relational approach, the closer and more complex 

long-term relationships between lead firms and suppliers in the auto industry have, in turn, 

resulted in the centralization of training in the value chain with corporate HR in the lead firm 

designing training programs for workers in the supplier firm.  And in some cases, relationships 

between lead and supplier firms have even involved the lead firm taking on responsibilities for 

the supplier firm’s workforce.  Similarly, where logistics companies such as UPS take on the 

responsibilities of distribution and customer service for their client firms such as Toshiba, UPS 

employees have to be trained in the Toshiba way of dealing with customers and hence, training 
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becomes a centralized activity covering both Toshiba and UPS workers (Waters 2010).  In the 

case of software development as well, client firms such as Microsoft and SAP devise training 

standards for workers in software offshoring firms (Jalote 2004).   

The configurational framework thus provides a useful starting point for analyzing the 

centralization and decentralization of human resource management in global networks and in 

particular, the extent and circumstances under which lead firm strategies and practices will 

extend to their global network based on the nature of intra- and inter-firm relationships between 

lead firms and their suppliers.  

 

 Managing Labor Standards in Global Supply Chains 

 The increasing internationalization of production and services has also raised questions 

about when and how large MNCs, such as retailers and branded marketers, will play a role in 

monitoring labor conditions in the operations of their subcontractors around the world.  In 

response to widespread media attention and coordinated campaigns by NGOs, consumer 

organizations and organized labor aimed at bringing attention to exploitative working conditions 

in factories supplying global brands, MNCs in a wide variety of industries have undertaken 

initiatives to improve labor standards in supplier firms.  Corporate codes of conduct are one such 

example.  Despite years of effort however, there is some question as to the efficacy of these 

initiatives as studies have revealed mixed results of corporate codes of conduct and monitoring 

efforts on working conditions and outcomes across firms in global supply chains (Locke, Qin 

and Brause 2007).  The general lack of compliance with such codes has been linked to a large 

number of factors, including the capability of suppliers in meeting the standards laid down in 

corporate codes as well as how those standards have been spelled out. 
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 The configurational framework provides an analytical tool for examining the conditions 

under which public campaigns and union strategies will be most effective in persuading MNCs 

to undertake initiatives to improve labor standards and in understanding when such initiatives are 

likely to result in better working conditions in supplier firms.  In particular, by understanding the 

role of suppliers in global value chains, scholars and practitioners can gain a better understanding 

of the nature of intra- and inter-firm relationships between MNCs and their suppliers, including 

the level and type of influence that MNCs have, and in turn, better structure strategies and 

initiatives to ensure success.  For example, looking at Table 1, we might expect that public 

campaigns and union strategies targeting MNCs will be less effective in value chain 

configurations with low lead firm influence, such as in market and modular configurations.  

Furthermore, the effectiveness of MNC-driven initiatives to improve labor standards is also 

likely to be lower in these types of value chain configurations than in hierarchical, relational or 

even captive value chain configurations where lead firms have more control and leverage over 

suppliers and their employment systems.  Recent research on labor strategies in global value 

chains and on supplier compliance with corporate codes of conduct reveals support for these 

propositions.  For instance, in their analysis of labor strategies in the cut flower and banana 

industries, Riisgaard and Hammer (2011) show that campaigns to incorporate labor standards at 

the level of production were most successful when targeted at vertically integrated value chains 

and value chains where retailers had high levels of explicit coordination with suppliers rather 

than in value chains characterized by market coordination.  Similarly, research on compliance 

with corporate codes of conduct reveal substantial variation in compliance levels and working 

conditions across supplier firms, which is due, at least in part, to the nature of relationships 

between MNCs and their suppliers. For example, Locke et al (2007) find that the categorization 
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of a supplier firm as a “strategic partner” (defined as tier-one suppliers) and the number of visits 

by production specialists, which reflects the level of explicit coordination between Nike and its 

suppliers, are positively related to compliance with corporate codes of conduct.   

In this section, we have presented three contemporary “cases” where a GVC-based 

perspective could enhance our understanding of global phenomena in ways that traditional 

approaches cannot.  Although our description in each case is brief, it is illustrative of the 

potential of the configurational framework for enhancing our understanding of these topics.  

 

7.  Capturing the Dynamics of the Configurational Framework: Implications for Firm 

Interconnectedness and Employment Relations 

The three examples above highlight the applicability of the proposed framework. They 

also, however, illustrate some of the complexity and reciprocal dynamics associated with a 

configurational approach to employment relations in a global context. As seen above, GVC 

configurations not only affect supplier employment relations systems, but may also, themselves, 

be affected by employment related dynamics and developments in these firms. Thus, this 

framework must also allow us to capture the reciprocal and dynamic effects associated with 

global firm interconnectedness. We have used GVC theory to build a framework which outlines 

the ways in which different value chain configurations, given the nature of their task 

requirements, level of explicit coordination and power asymmetry, shape supplier employment 

systems and show how the framework can be used to address a range of global employment 

relations issues. However, in presenting this framework, for the sake of parsimony, we have 

chosen not to focus on all of the dynamics of global value chains and inter-firm relations which 

are key to GVC theory and important for understanding both the formation and evolution of 
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value chain configurations and employment relations systems.  It is to these dynamics that we 

turn to next. 

Figure 2 focuses on the manner in which lead firm strategies affect the formation of a 

given GVC configuration and the associated implications for supplier firm employment relations 

systems and strategies. This is a core and central component of our proposed framework. 

Nevertheless, one of the features of global interconnected relationships between lead and 

supplier firms is the inherently reciprocal relationship between these actors. More specifically, 

we argue that there are six main linkages in our framework in which these reciprocal dynamics 

play out.  Figure 3, below, proposes this more nuanced version of our framework by highlighting 

the “dynamic” relationships between GVC actors’ strategies, outcomes, and national institutional 

contexts. 

INSERT FIGURE 3 HERE 

First, although lead firm strategies play an important role in establishing the nature of the 

task requirements, it is also clear that the structural elements of a given global production system 

are also likely to influence the strategies employed by lead firms ( in Figure 3). Changes in the 

nature of task requirements, such as the complexity and codifiability of tasks or supplier 

capabilities, will feedback into lead firm strategic decisions regarding what they will keep in-

house and what they will outsource (“make-or-buy” decisions) and ultimately back to the choice 

of value chain configuration. This is, in fact, a key premise of GVC theory and was evident, for 

example, in Gereffi et al’s (2005) case study of the apparel industry where increasing supplier 

competence in East Asia resulted in suppliers shifting from simple assembly in captive value 

chain configurations to full package production in relational value chain configurations (p. 92). 
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 Second, central to our proposed framework is the argument that different GVC 

configurations influence supplier firm employment systems. Nevertheless, as described above, 

supplier firm employment relations dimensions have clear implications for lead firm strategies as 

well, which, in turn, influence GVC configurations. Thus, we propose a reciprocal relationship 

between supplier firm employment systems and lead firm strategies ( in Figure 3). Changes in 

the nature of employment systems of supplier firms can, therefore, affect the strategic 

positioning of lead firms. This can occur directly or indirectly through the influence of supplier 

firm employment system dimensions on the nature of task requirements, as illustrated in the 

above example of increasing supplier competence in the apparel industry.  This is important 

since it accounts, in part, for the manner in which global production relationships may change 

and evolve over time.  

 Third, Figure 3 also proposes a reciprocal relationship between supplier firm strategies 

and supplier firm employment systems ( in Figure 3).  Consistent with traditional employment 

relations theories, our configurational framework recognizes the role of supplier firm strategies, 

influenced by national institutions and the strategic choices of actors in response to 

environmental pressures, in shaping the employment relations systems of supplier firms. 

Nevertheless, supplier firm employment systems, which, we argue, are also a function of 

different GVC configurations, are also likely to be a central component in shaping supplier firm 

strategies. This may occur, for instance, where interaction in global value chains brings about 

changes in supplier employment system dimensions, such as skill and knowledge levels, which 

cause suppliers to rethink and revise their strategies and tasks performed. In fact, this is one of 

the ways in which firm upgrading by suppliers can take place in global value chains and our 
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discussion in the previous section of lead and supplier firm relationships in the software industry 

provides a clear illustration of this.  

 Fourth, Figure 3 highlights the reciprocal relationship between lead firm strategies and 

supplier firm strategies ( in Figure 3). Building on the logic of reciprocal interconnected global 

relationships, it is proposed that supplier firm strategies will influence the strategic posture 

adopted by lead firms and that lead firm strategies will also have a direct effect on the strategies 

employed by the supplier firm. Thus, supplier firm strategies will likely influence lead firm 

strategic decisions, particularly those pertaining to the make-or-buy decision, and lead firm 

strategies will, in turn, structure supplier firm strategic decisions, particularly over time as the 

lead firm and supplier firm continue to work together. This may include, for example, decisions 

over what lines of business to be in as well as decisions over employee development to meet 

strategic needs. 

Fifth, our framework accounts for lead and supplier firm national institutions. We argue 

that lead and supplier firm national institutions are central to their respective strategies. Here too, 

however, the very interconnectedness of the GVC relationship implies that the national 

institutional context of supplier firms are likely to influence the strategies employed by lead 

firms and that lead firm strategies will also, in turn, affect supplier firm national institutional 

systems. Thus, we propose a reciprocal relationship between lead firm strategies and supplier 

firm national institutions ( in Figure 3).  As initially discussed in the presentation of our 

configurational framework, supplier firm national institutions may affect lead firm strategic 

decisions over whether and what to make or buy as well as decisions over where to locate 

production.  At the same time, lead firm strategies may also influence supplier firm national 

institutions. One way that this can occur is through lead firm pressure on host country 
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governments to adopt (or disregard) certain policies. Indeed, since the economic development 

strategies of many countries have been predicated on being part of selected global value chains 

(e.g. Malaysia in semiconductors, Cambodia in garments), lead firms often have substantial 

influence over host country governments. In Malaysia, for instance, foreign investors were 

successful in getting exemptions to overtime laws and in creating a ban on trade unions in the 

semiconductor sector in the 1970s and 1980s (Kuruvilla 1996). 

Accordingly, the final reciprocal relationship we identify in Figure 3 is that between 

supplier firm actors, especially “non-firm” actors such as states and labor, and lead firm 

strategies ( in Figure 3).  The actions of host country governments and trade unions can affect 

lead firm strategic decisions over the organization and location of production.  The absence or 

weakness of unions in a given host country, for example, may be key to attracting lead firm 

investment. Lead firm strategies can also serve to weaken unions or other forms of worker 

representation, as the above example in the Malaysian context shows. On the other hand, 

“strong” states and labor can also be highly effective in influencing lead firm strategies and in 

turn, GVC configurational choices. This is evident in automobile production networks in China 

where the government has played a significant role in determining the entry of foreign firms and 

the form that such entry can take (Coe et al 2008).  Similarly, studies of labor agency have 

shown that the actions of supplier firm workers and unions can shape the structure and operation 

of global value chains (Rainnie et al 2011). 

   Taken together, we argue that global value chains are not static and the formation and 

evolution of chains is not linear. Central to the interconnectedness of global value chains is the 

reciprocal and dynamic relationships between firms. This means that a multitude of supplier and 

lead firm factors affect configurational choices and this, in turn, has implications for the structure 
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and outcomes of employment relations systems in the chain. Changes in value chain 

configurations over time will be associated with changes in supplier employment relations and, 

as our example in the previous section of firm upgrading in the auto industry illustrates, the 

configurational framework presented in Table 1 can provide an idea of the direction and shape of 

such change.  

 

8.  Conclusion 

The key contribution of this paper has been to present a new framework that builds on 

and extends the utility of GVC theory in explaining employment relations in firms linked across 

the global economy. Focusing on the value chain as the level of analysis leads to the 

identification of multiple configurations that operate simultaneously across national and firm 

boundaries. Each value chain configuration, we argue, has different implications for employment 

relations processes and outcomes. Our framework permits us to understand and analyze these 

implications in ways that current theories of employment relations do not allow.  It also provides 

researchers with a set of testable propositions and a baseline tool for comparative analysis.  It 

should be noted that some scholars have argued that the GVC framework has received limited 

empirical support due, in part, to the difficulties of measuring its core criteria. By outlining a set 

of testable propositions examining four clear employment relations criteria, our framework 

provides for a defined context in which to empirically test the utility of the GVC framework as 

well.  

The configurational framework presented in this paper is by no means a complete theory 

of employment relations. Instead, our framework allows us to take into account a defining 

element of the global economy – international intra- and inter-firm relationships and their 

consequences for supplier employment relations.  In this way, our intent and approach is 
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analogous to that of GVC theory. As Sturgeon (2008: 133) notes, the GVC framework accounts 

for the characteristics which are likely to give rise to different patterns of global value chain 

governance, absent other influences. If a pattern of governance does not fit the theory, then 

another factor may be at work. Likewise, the configurational framework outlines the manner in 

which different value chain configurations will structure employment systems in supplier firms, 

all other things equal. If an employment relations pattern does not fit the framework, it may be 

that other factors, such as national institutions or the strategic choices of actors, are at play. Thus, 

the configurational framework serves as a complement to previous employment relations 

theories and when used in combination with such theories, allows us to better understand and 

account for the variety of factors which have the potential to shape employment relations 

systems at the firm level.  

Future research needs to examine the utility of this framework via both further validation 

and further development.  A key first step in validation would be empirical comparisons of our 

framework across different value chain configurations.  Also, while we examine the role of 

national institutional influences on employment relations across different value chain 

configurations, one key area of development would be a greater integration of institutional 

approaches in ways that allow scholars to simultaneously examine the interaction between firms 

and between firms and different institutional environments.  In addition, although our approach 

recognizes the importance of institutional influences, the focus has mainly been on national 

institutions. Another possibility for future research is to examine and incorporate the 

implications of other institutional influences, such as the soft law approaches of supra-national 

institutions like the ILO and WTO.  Finally, while our proposed framework follows the lead of 

Gereffi et al’s GVC theory by focusing on particular links in a global network or value chain 
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(namely the relationship between a given lead firm and supplier), more work is needed to 

understand how relationships in one part of the chain affect relationships in other parts of the 

chain (Bair 2009).  Moreover, since each firm in a given value chain may have a number of intra- 

and inter-firm relationships, additional research is needed to understand how employment 

relations systems are affected by participation in multiple, and different, value chain 

configurations.  Thus, empirical testing of our framework should examine the extent to which a 

firm’s different value chain configurations interact in affecting the proposed employment system 

criteria.  

In sum, our framework shifts the focus of employment relations analysis away from the 

individual firm within a given national context to the global networks in which they belong. In so 

doing, the framework provides employment relations scholars with a new lens for understanding 

employment relations in the global economy.  
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Figure 1: Dominant Employment Relations Frameworks  
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Figure 2: A Configurational Approach to Studying Employment Relations  
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Table 1: A Configurational Framework for Employment Relations  

Value Chain 

Configuration 
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Figure 3: The Dynamics of the Configurational Framework 
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1
 We do not debate whether Dunlop’s system framework is a theory, although we recognize that it is a debatable 

issue. Hence, we use theories/frameworks in an interchangeable way in this paper.    
2
 In this paper, we use the term “configuration” to refer to the intra- and inter- firm linkages specified by GVC 

theory because it is a more encompassing term than simply “governance”.  The term configuration is more 

analytically useful than governance because the latter implies that we are referring only to the direct relationship or 

interaction between a lead firm and its supplier while the former reflects the fact that each linkage is composed not 

only of the interaction between the two parties, with differing levels of explicit coordination and power asymmetry 

(i.e. mode of governance), but also of different variables, or task requirements, which are the key determinants of 

each governance form. 
3
 While Gereffi does recognize the importance of institutional context or the “rules of the game” on the organization 

and operation of value chains in some of his previous work (i.e. Gereffi 1995), the theory offered by Gereffi et al 

(2005) which we are referring to here really doesn’t touch on this.  Instead, the focus is on the interconnections 

between firms.  However, many scholars (e.g. Lane 2008; Lane and Probert 2009) have called for a greater 

integration of GVC and institutional approaches (two of which we outlined earlier).  Although not our main focus, 

we do consider some of the implications of connections between firms and different institutional contexts in our 

proposed framework. This is discussed in more detail in the next section. 
4
 Despite criticisms of the chain metaphor, in this paper we adopt a broader view of value chains, consistent with 

Hopkins and Wallerstein’s (1986) definition of commodity chains, and thus use the terms “value chain” and 

“network” interchangeably.  
5
 While some have distinguished between the notion of “governance as drivenness” and “governance as 

coordination” (e.g. Bair 2009; Riisgaard and Hammer 2011), no such distinction is made here. Instead, we not only 

view each value chain configuration as the relationship between two links in the chain (consistent with the notion of 

“governance as coordination”) but also see each configuration as driven, in large part, by a lead firm with the power 

to shape rules and outcomes in the chain (consistent with the notion of “governance as drivenness”).  
6
 While we might expect the number and the skill/knowledge mix of employees in lead firms to change as lead firms 

establish connections to outside firms and more work moves outside the firm’s boundaries, we would not expect 

there to be differences in the employment relations strategies and practices for remaining, typically high skilled, 

employees in the lead firm as a result of the lead firm’s involvement in one type of value chain configuration or 

another with external suppliers. This is not to say that outsourcing itself won’t have an impact on lead firm 

employment relations strategies and practices but rather that the specific type of value chain configurations that lead 

firms engage in with outside supplier firms (i.e. market vs. modular vs. captive etc) will not have differential effects 

on the structure and outcomes of employment systems inside the lead firm. In contrast, we argue that there will be 

differences in the employment relations strategies and practices of supplier firms as a result of their involvement in 

different value chain configurations due to differences in the nature of task requirements and supplier relationships 

with lead firms. Accordingly, since we are interested in examining how value chain configurations shape 

employment relations systems, the focus here will be on suppliers rather than lead firms. Moreover, insights about 

lead firm employment systems can be gleaned from what are, in effect, separate value chain configurations between 

the lead firm and its in-house suppliers (or subsidiaries). As we discuss later on, this will often, though not always, 

be reflected by the hierarchical value chain configuration. 
7
 As Lane and Probert (2009) demonstrate in their analysis of global value chains in the clothing industry, different 

home country institutional environments may be associated with different lead firm competitive strategies, value 

chain configurations and, in turn, employment relations outcomes. German clothing firms, for example, were found 

to organize their value chains through more relational approaches while U.S. firms were more likely to use market-

based configurations. 
8
 As noted above, value chain configurations are likely to both shape and be shaped by employment systems. 

Specific aspects of employment systems, such as the availability of certain types of skills, may be deciding factors in 

lead firms choosing one value chain configuration over another and changes in skills may be associated with 

changes in value chain configurations over time. Nevertheless, while configurational choices may initially be 

influenced by particular characteristics of employment systems, value chain configurations, once established, play a 

significant role in preserving those characteristics (e.g. through tasks that are matched to existing skill levels) and 

shaping other elements of employment systems.  This is not to say that learning and upgrading in value chains is not 

possible but rather that each value chain configuration has dramatically different implications for the structure and 

outcomes of employment relations systems.  Accordingly, we are concerned here with understanding what these 



54 
 

                                                                                                                                                                                           
implications are. The dynamics of global value chains, including the ways in which employment systems can shape 

value chain configurations, will be discussed later in the paper. 
9
 While many firms have begun to externalize non-core functions, keeping in-house only those activities which are 

the highest value-added, this is certainly not the case for all firms.  For example, some firms continue to control and 

own non-core manufacturing and assembly functions.  For the purposes of our framework however, we will 

categorize intra-firm relationships over core functions as hierarchical and will expect relationships between lead 

firms and subsidiaries to reflect the characteristics and employment system criteria described here.  On the other 

hand, the characteristics and employment system criteria for intra-firm relationships between lead firms and 

subsidiaries over non-core functions may be reflected in any of the five value chain configurations based on the 

nature of task requirements in those functions. 

 

 


