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1. Introduction

Regions in global production networks (GPNSs)
and global value chains (GVCs)

80% of world trade organized through GPNs
(UNCTAD’s World Investment Report 2013)

GPNs and GVCs as “the world economy’s
backbone and central nervous system” (World
Bank, 2010)
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FIGURE 8.6: Global production sharing

Intra-regional and major inter-regional imports of
intermediate goods, 2008 (in billions) of USS)
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1. Introduction

“Strategic coupling” with global production s
networks (GPN 2.0) %7 R

Coe and Yeung (2015)
Oxford University Press.

Strategic coupling as an interactive mechanism
connecting regional dynamics (e.g. smart
specialisation initiatives) and GPN imperatives
(e.g. new markets or production arrangements)

Regional development as an evolving process of
shifting value capture trajectories in a world of
global production networks
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2. Value capture trajectories and strategic
coupling

Value capture trajectories: beyond upgrading as a
pathway to regional development

Linear trajectory in most upgrading studies: from
product upgrading to process and functional
upgrading and chain upgrading?

Smart specialisation as a “leapfrogging”
strategy?lssues of national/regional contexts, type
of firms, means-vs-ends of upgrading: who gets
upgraded and who captures value?
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2. Value capture trajectories and strategic
coupling

Value capture trajectories: much more varied,
contingent, and multi-directional

firm-specific: different possible roles and
trajectories

value capture as the ultimate outcome
different starting points and dynamics

Regional development as the dynamic aggregate
effect of the value capture trajectories of the
various firms located in a particular territory
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2. Value capture trajectories and strategic
coupling

Value capture through the mechanism of strategic
coupling

GPN actors:

global lead firms and their market control
through product and market definition;

strategic partners, suppliers, and other actors

Strategic coupling of regions with GPNs: making
smart specialisation work through mutual
complementarity and dynamic articulation
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2. Value capture trajectories and strategic
coupling

Value capture through the mechanism of strategic
coupling

Territorial dynamics at the regional scale: regional
Institutions and assets (potential for smart
specialisation)
Network dynamics at the global scale: competitive
logics of lead firms seeking

cost efficiency

market access and development

financialization and capital gain

risk minimization October 17, 2018 | 9




Industry-level influences
Growing or declining industry
Technological change
Competitive and cost conditions
Imternational and macro-regional reguiatony
frameworks

Standards reqimes and industrial conventions

N

GLOBAL FHGDLICTIDM \\ﬁ/r REGIONAL \u

NETWORKS VALUE CAPTURE
Structure as organizational TRAJECTORIES DEDM.LEFII'-I'::E:EET
outcome Steady or rapid growth,
DYMNAMICS— Lead firm strategies steady or rapid decline, stasis Growth, decling, stasis
FIRMS— Role within wider network Growth into decline, Specialization, diversification
STRATEGIES Nature of power relations decline into growth Lock-in, rejuvenation
between firms Decoupling, and possible Spatially even/uneven
Extent to which firm is recoupling _ gmwthfdec_:llne .
subsfitutable Shifts between global Equitable mtés lr|1_eqmtable
Range of activities performed production networks (and gro ecline
by firm within network _/ '\ possibly industries) /"~ \__ /

RN

Territorial influences
Market conditions and natural endowments
Regulatory frameworks
Financial incentives and labour
market conditions
Infrastructure quality and knowledge
environment
Organizational ecology (presence of
other firms)
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3. Strategic coupling of regions with GPNs

Dynamics of strategic coupling and regional
development

Coupling not a static equilibrium concept
Evolutionary possibilities
coupling/articulation

decoupling/disarticulation
recoupling/re-articulation
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Varieties of value capture trajectories for firms in global production networks
(b) Multi-directional paths

Value capture

\ H Decouple /

/’/’—T— ﬁ'\\ G Growth into decline

| Recouple

F Decline into growth
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Varieties of value capture trajectories for firms in global production networks

(c) Shifts between global production networks

Value capture

K Decouple from and
" recouple with different
[]e::nluple. network or industry
//”{— : J Entering decline
|
L L L




Strategic
Coupling

Development outcomes (e.g. East Asia in
the ICT and other industries)

« Strategic coupling: local/regional economies
“working with” key actors in GPNs

Henry Wai-chung Yeung

« Upgrading: not just economic (industrial), but also
social (people and employment conditions)

« Path dependency and regional lock-ins: short- and
long-term consequences (e.g. “race to the bottom™)

* VVulnerabilities and disarticulations: what about

“unplugging” from chains and networks?
14
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Strategic
Coupling

East Asian'Industrial Transformation
in the New Global Economy

Henry Wai-chung Yeung

Yeung (2016)
Cornell University Press.

October 17, 2018 | 15



Strategic coupling: industrial market specialization
through foundries and IDMs in global semiconductors

2016F Top 20 Semiconductor Sales Leaders
(SM, Including Foundries)

2016F 2015 Company ; Headquarters 2015 2016F |2016/2015
Rank Rank Sales* Sales* Forecast
1 1 Aintel* ; u.s 52,144 | 56,313 8%
2 2 Samsung South Korea 42,043 43,535 a%
3 3 TSMC (1) f Taiwan 26,439 29,324 11%
4 5 Qualcomm (2) i u.S. 16,008 15,436 4%
5 6 roadcom Ltd.* ’ Singapore 15,183 15,332 1%
o a SK Hynix—— |  South Korea 16,649 | 14,234 -15%
7 7 Micron A u.s 14,483 12,842 -11%
8 8 T u.s 12,112 12,349 2%
9 10 T a - Japan 9,429 10,922 16%
10 9 &:ﬁb\ Europe 10,563 | 9,498 -10%
11 13 \ W (2) ; Taiwan 6,699 8,610 29%
12 11 : Europe 6,916 7,343 6%
13 12 ST Europe 6,873 6,944 1%
14 17 Apple (2,3) I u.S. 5,531 6,493 17%
15 14 A%ﬁ\ Japan 6263 | 6,466 3%
16 18 % w ; u.s 4,696 6,340 35%
17 16 Japan 5,682 5,751 1%
18 15 GlobalFoundries® (1) U.S. 5,729 5,085 -11%
19 19 |ON Semi* ' u.s 4,866 4,858 0%
20 20 uMcC (1) _ Talwan 4,464 4,455 0%
Total Including Foundries ; —
Total Without Foundries
(1) Pure-play foundry (2) Fabless supplier
[3) Custom processors for internal use made by TSMC and Samsung foundry services.
*2016 and 2015 sales include inmtel/Altera, Broadcom/Avago, NXP/Freescale, GlobalFoundries/IBM,
and ON/Fairchild sales for all of 2015 and 2016 er 17’ 2018 | 16
Source: Companies, IC Insights’ Strategic Reviews Database




Mechanism 1: industrial market specialization through
strategic partnership of semiconductor foundries in
Taiwan
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12-inch GIGAFABs

MAF

Corporate Headquarters, Fab 12A

8, Li-Hsin Rd. 6, Hsinchu Science Park,
Hsinchu 300-78, Taiwan, R.O.C.

TEL: +686-3-5636688
FAX: +886-3-6637000
GPS: E: 121° 65777 N: 24° 4627 9"

TSMC R&D Center, Fab 128

168, Park Ave. Il, Hsinchu Science Park,

Hsinchu 300-75, Taiwan, R.O.C.
TEL: +8086-3-5636688

FAX: +8086-2-6687827

GPS: E- 120° 58" 51" N: 24° 46" 477

8-inch Fabs

Mechanism 1. strategic partnership of TSMC
with Apple, Qualcomm, Broadcom, and Nvidia

Fab 3

9, Creation Rd. 1, Hsinchu Science Park,

Hsinchu 300-77, Tawan, R.O.C.
TEL: +886-3-5636688

FAX: +886-3-5781548

GPS: E- 120° 59" 28" N: 24° 46" 317

Fab 5

121, Park Ave. 3, Hsinchu Science Park,
Hsinchu 300-77, Taiwan, R.O.C.

TEL: +886-3-5636688

FAX: +886-3-5781546

GPS: E: 120° 59" 55" N: 24° 46" 257

Fab 6

Fab 8
25, Li-Hsin Rd., Hsinchu Science Park,
Hsinchu 300-78, Taiwan, R.O.C.
= TEL: +886-3-5636688
MAP FAX: +886-3-5662051
GPS: E: 121° 01" 11" N: 24° 45" 44"

" y W TSMC China Company Limited, Fab 10

4000, Wen Xiang Road, Songjiang,
Shanghai, China
Postcode: 201616

TEL: +86-21-57768000
FAX: +86-21-67762525

m WaferTech L.L.C., Fab 11
w7 g 5509 N.W. Parker Street
y Camas, WA 98607-9299 US A.

TEL: +1-360-8173000
FAX: +1-360-8173590

Fab 14
1-1, Nan-Ke North Rd., Tainan Science Par
Tainan 741-44, Taiwan, R.O.C. .
TEL: +886-6-5056688 | Map
MAF FAX: +886-6-5051262

GPS: E: 120° 16" 26.9" N: 23° 06" 46.2"

1, Nan-Ke North Rd_, Tainan Science Park,
Tainan 741-44, Taiwan, R.O.C.

TEL: +886-6-5056688

FAX: +886-6-5052057

GPS: E: 120° 29" 55" N: 23° 06" 487

SSMC (TSMC-NXP Jv)

70 Pasir Ris Drive 1
Singapore 519527
=

FAX: +65-62487606

Fab 15

1, Keya Rd. 6, Centfral Taiwan Science Park,
Taichung 428-82, Taiwan, R.0.C.

TEL: +886-4-27026668

1 map FAX: +886-4-25607548

GPS:E: 1207 37 24" N: 24° 127 413"

Fab 2

121, Park Ave. 3, Hsinchu Science Park,
Hsinchu 300-77, Taiwan, R.O.C.

TEL: +886-3-5636688

1 wmap FAX: +B86-3-5781546

GP3: E: 120° 59° 55" N: 24° 46 257




Mechanism 2: industrial market specialization through

Indigenous innovation: Samsung and South Korea
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Mechanism 2: industrial market specialization through indigenous
Innovation: Samsung and South Korea

NORTH KOREA Jf

’lf':.‘lld

3 . KOREA (R&D CENTER)

Samsung Hwaseong Research Center

Inchon
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4 ‘—-.m...,,-,f\ « Address
\ 1, Samsungjeonja-ro, Hwaseong-si

* R&D
-Memory, System Logic

Gyeonggi-do 18448
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Mechanism 2: industrial market specialization through indigenous
Innovation: Samsung and South Korea
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Mechanism 2: industrial market specialization through indigenous
Innovation: Samsung and South Korea
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3. Strategic coupling of regions with GPNs

Changing modes of strategic coupling

The “dark sides” of strategic coupling
strategic coupling but negative consequences

conflicting GPN and regional logics: cost
efficiency vs. industrial upgrading

Shifting dynamics of strategic coupling:
disarticulations, with the possibility for re-
articulation into different and more appropriate
GPNs
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Table 2. Potential negative consequences of strategic coupling in global production

networks
Between GPN and region Within region

Ruptures * Disinvestment Crowding out local firms

* Exit of foreign firms Reduction or removal of local

¢ More limited access to linkages

international markets Political exclusion

* Financial and other risks Displacement and eviction

Frictions * Uneven value capture Uneven resource allocation

Leakage of intangible assets
(technology and knowhow)
External path dependency and
regional “lock-ins”

Labour exploitation

“Clash™ of cultures

Social and class conflicts
Gender inequality
Environmental damages

Source: Expanded from Coe and Hess (2011: Figure 11.2, p.135).
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4. Promoting strategic coupling: implications for
smart specialisation

Cautions for policy makers and practitioners

Changing modes of strategic coupling and their
associated pitfalls: not a universal panacea or all-
Inclusive policy instrument

Always a critical role for regional institutions and
groups of actors to engage in joint decision and
collective action

to mitigate “dark sides” of GPN coupling

to consider a more balanced and equitable
form of regional development October 17, 2018 | 25




4. Promoting strategic coupling: implications for
smart specialisation

Cautions for policy makers and practitioners

Mindful of regional variations in resource
endowments and institutional repertories: a key
plank of smart specialisation initiatives

Role for sector-specific industrial policies in GPN-
led regional development
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4. Promoting strategic coupling: implications for
smart specialisation

Key considerations in GPN-led regional
development POLICY

Moving from national industries to specialized
niches of regions in GPNs (i.e. smart specialisation)

Recognizing the need for detailed knowledge and
analysis of regional prospects in different GPNs

Promoting new domestic capacity and/or foreign
Investment in value-adding segments of GPNs in
regional economies October 17, 2018 | 27




4. Promoting strategic coupling: implications for
smart specialisation

Key considerations in GPN-led regional
development POLICY

Developing global supply base through a
combination of local and foreign firms

Facilitating trade in production inputs and
Intermediate goods and services

Leveraging GPNSs for international market access
and development of regional firms
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