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ABSTRACT

Relevance. The key trend of recent decades, embedded in the
transformation of the national economies of the countries of the world, has
been the active deployment of global value chains and the expansion of the
activities of transnational corporations (TNCs). At the same time, despite
the scale of these phenomena, they remain insufficiently studied both on
the scale of individual countries and at the global level.
Research Objectives. The purpose of this article is to illustrate the trends
in the development of global value chains in the context of their impact on
the dynamics of the development of national economies of the countries of
the world.
Method. To achieve the goal of the study, the authors used a set of
methods that complement each other: descriptive and comparative analysis,
the method of generalization and grouping, as well as the cartographic
method.
Results. This paper presents the results of a generalization of theoretical
approaches and an empirical analysis of the relationship between the
processes of formation and active expansion of global value chains and the
dynamics of transformations in the national economies of the countries of
the world in the aspect of the activities of foreign multinational companies
represented in the industries - chemistry and pharmaceuticals, electronics,
electrical engineering, automotive industry.
Conclusion. The paper draws a number of conclusions about the presence
in the sectors under consideration of a global trend of a gradual reduction in
the share of domestic producers.
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AHHOTANUS

AKTyasbHOCThb. KIIFOUEBOW TEHAECHUMEN TMOCHEAHUX JACCATHIICTHH,
3QJI0KEHHOM B TpaHC(opMalluy HAIMOHAJIBHBIX HPKOHOMHK CTpaH MHPA,
CTaJO0 AaKTUBHOE pPa3BEPTHIBAHUE TJIOOATBHBIX IIEMOYEK J00aBICHHOM
CTOMMOCTM W  PAaClIMPEHHE  JEATEIbHOCTH  TPAHCHAUMOHAIBHBIX
koprioparuii (THK). B 1o xe Bpems, HeCMOTpsi Ha MacIITaOHOCTb 3THX
SBJICHUH, OHM OCTAIOTCS HEIOCTaTOYHO M3YYCHHBIMH KaK B MaciTadax
OTJICJIbHBIX CTPaH, TaK U Ha IrJ100aJIbHOM YPOBHE.

Hemu wucciaenoBanusa. llenp pgaHHOM CTaThbu - MPOWUIKOCTPUPOBATH
TEeHJICHIIUU Pa3BUTHUS TJI00AIBHBIX IIEMOYEK JO0aBJICHHOM CTOMMOCTH B
KOHTEKCTE MX BJIUSAHUS Ha TUHAMHUKY Pa3BUTHS HALMOHAIBHBIX SKOHOMHK
CTpaH Mupa.

Metoa. [Insi HOCTMXKEHHS LEIUM MCCIEAOBAHUS aBTOPHI HMCIOIb30BaIU
KOMIUJIEKC METOAOB, JOMNOJHSIOMMX JAPYr Jpyra: ONUCATENIbHBIA H
CpPaBHUTEIIbHBIM aHAJIN3, METOJ OOOOIICHUS W TPYNIMHUPOBKU, a TaKXKe
KapTorpaduyeckuii METOJI. OpuruHaapHOCTH aBTOPCKOI'O
METOA0JOTMYECKOr0 MOAX04a 3aKJIF0YAETCd B KOMIUJIEKCHOCTH IOJIX0Ja K
W3YUYCHUIO BIIMSIHUSL JUHAMHUKUA PA3BUTUSI CUCTEMBI TJIOOATBHBIX IEMOYEK
CTOMMOCTH Ha TIPOIECChl TpaHCchOpMaIlMd HAIMOHAIBHBIX IKOHOMHUK
CTpaH MHpa, Ha CTOPOHBI, ITYTEM BBISIBJICHUS KIIFOUEBBIX ATAIOB PadOTHI, C
JIPYyrol CTOPOHBI, IyTEM HCHOJIb30BaHUS KaK KOJHUYECTBEHHBIX, TaK W
KaY€CTBEHHBIX METOJIOB aHAJIN3A.

IMonyyennbie pe3yabraTrbl. OO000IIEHUS TEOPETUUYECKUX TOIXOI0B H
SMIIMPUYCCKUN aHAIM3 B3aMMOCBS3U MpOIEeccCOoB (HOPMUPOBAHHS U
AKTUBHOTO PacCHIMPEHUs TJI00ATBHBIX LIETIOYEK T00aBIEHHON CTOMMOCTH U
JTWHAMUKA TpaHchopMalid HAIMOHAIBHBIX SKOHOMHUK CTpaH MHpa B
aCIeKTe JEeATEIbHOCTH 3apyOeKHBIX TpPaHCHAIMOHAIBHBIX KOMITAHUH,
MPEACTABJICHHBIX B MPEJICTABICHBI OTPACc]M XUMHUM U (HapMalleBTUKH,
AIIEKTPOHUKH,  JJIEKTPOTEXHHKH,  aBToMoOwiiecTpoeHus. Jlemarorcs
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BBIBOJIBI, BO-NIEPBBIX, O HAIMYMHM B PACCMATPUBAEMBIX OTPACIAX
OOIIEMUpPOBOW  TEHJIEHUMH  IOCTENIEHHOTO  COKpAllEHUs  JI0JIU
OTEUECTBEHHBIX IIPOU3BOJUTEINIEH; BO-BTOPBIX, YTO JOJISI MHOCTPAaHHBIX
KOMIIAaHUI B 0oOIIeEM 00bEME BBITYCKAEMOW IMPOIYKUMU B HaMOOJbILIEH
CTEIIEHH MpPUXOAUTCA Ha cdepy aBTOMoOMIECTpoeHUs. B-TpeThux,
3HAUUTENbHBIN Bk B pa3Butue ['LIC BHOCUT psan rocynapcTB 3amaaHon
EBponbl, bimxuero Boctoka u A3narcko-THXOOKEaHCKOrO perhoHa 3a
CYET aKTUBHOM JKCIIaHCUM HannOHAIbHbIX THK.

BeiBoabl. MexnyHapoaHble KOMIAHMHA B JTHX CTpaHax IOCTENEHHO
BBICTPAMBAIOT TIJI00AJBHYI0 COLUMAJIbHO-3KOHOMHUYECKYID CHUCTEMY -
TPAHCHALMOHAJIBHBIN KOPIIOPATUBHBIM KallMTAJIN3M, KOTOPBIM, 10 MHEHUIO
aBTOPOB, JOJDKEH CTaThb OCHOBOM IS JAJbHEUIINX UCCIIEIOBAHNN.

INTRODUCTION

It is generally accepted that the particon of countries in international trade
cooperation is the key to their economic growth, based on the reduction of
unemployment and poverty, the growth of wages, the inflow of foreign
investment (FDI), and innovation. Thus, according to World Bank experts,
Russia's long-term economic prospects are largely related precisely to the
level of its participation in global value chains (GVVCs) (Europe and Central
Asia Economic Update the World Bank, 2021).

However, often the benefits described in the documents of public
organizations are declarative in nature and do not find confirmation in the
empirical studies of scientists. Thus, transnational companies entering the
national economy, the main organizers and participants of the GVCs,
adhere to the average level of wages in the national industry market and
leave their technological developments in their home countries, which are
mainly the developed countries of Europe and North America. At the same
time, the redistribution of funds carried out within the framework of GVVCs
contributes to an increase in the level of global inequality, the reduction of
which is declared by the UN as one of the goals in the field of sustainable
development.

At the same time, there is no doubt that when foreign companies enter new
countries for themselves, they bring their own paradigms of existence and
development there. These paradigms are based on the corporate culture of
TNCs and often include, among other things, a vision of the company's
interaction with the outside world and ways to transform it. Thus, TNCs
implement their models of the development of societies in the host
countries. Thus, the hypothesis tested in this study is as follows: the pace of
transformation of the national economies of the countries of the world is
largely determined by the dynamics of the development of global value



chains in the process of active economic and social activities of
transnational corporations.

Accordingly, the purpose of our study is an empirical assessment of the
relationship between the development of GVCs and the dynamics of the
transformation of the national economies of the countries of the world. The
scientific significance of the results of the study lies in clarifying the
theoretical aspects and analytical substantiation of the relationship between
the processes of development of global value chains and the adaptation of
national economies to them.

This study is structured in 7 sections.

Thus, the section "Materials and Methods" reveals the research
methodology based on the complex application of traditional and modern
methods of analysis for economic research. In addition, this section
describes the information base that serves as the basis for a quantitative
assessment of the impact of the phenomena and processes analyzed in the
work.

At the same time, the originality of the author's methodological approach
lies in the complexity of the approach to studying the influence of the
dynamics of the development of the system of global value chains on the
processes of transformation of the national economies of the countries of
the world by, on the one hand, determining the key stages of work, on the
other hand, using both quantitative and qualitative methods analysis.

Sections 3 and 4 present the theoretical and methodological foundations of
the study, namely: Section 3 describes the main approaches to the analysis
of the concept of global value chains (GVCs), and Section 4 describes
approaches to assessing the impact of transnational companies (TNCs) on
the national economies of the countries of the world. Thus, in these
sections (3 and 4) the following conclusions are made: firstly, on the
interdependence of the processes of development of GVCs and the
activities of TNCs; secondly, about the key role of TNCs in the national
economies of the countries of the world; thirdly, insufficient knowledge of
the aspects of the dependence of the processes of transformation of national
economies on the development of GVCs.

Section 5 presents a description of the results of assessing the impact of the
development of the system of global value chains on the dynamics of the
transformation of the national economies of the countries of the world.

Section 6 - "Discussion” gives an interpretation of the results obtained in
the context, on the one hand, of the hypothesis formulated earlier, on the



other hand, the theoretical and methodological approach defined in sections
3 and 4. In addition, the section includes information about the limitations
of this work, as well as future directions of research.

Section 7 - "Conclusions™ formulates the main results of the study.

Materials and methods

The study was carried out in stages. So, at the first stage, based on the
results of the content analysis of scientific articles published in Russian and
foreign libraries, theoretical and methodological approaches to
understanding the nature of, on the one hand, phenomena are global value
chains, on the other hand, activities in national economies transnational
corporations.

At the second stage, based on the analysis and generalization of studies of
domestic and foreign scientists, as well as international organizations, we
have established a list of industries that are most included in the GVCs. In
this regard, we have selected companies operating in the following types of
economic activities: cars, trailers and semi-trailers; electrical equipment;
chemical and pharmaceutical products; computer, electronic and optical
products. According to the report prepared by the World Bank experts,
these activities are the most actively involved in GVCs. At the same time,
TNCs operating in these industries account for about 22% of world
production and about 70% of total trade (Qiang, Liu, Paganini, &
Steenbergen, 2020).

At the third stage, based on the statistical data downloaded from the OECD
website, the following were determined (in the context of each selected
type of economic activity): firstly, the total global volume of products
produced in 58 analyzed countries; secondly, the total intra-country output
(in a single country); thirdly, the volumes of products and their shares in
the total domestic volume produced by domestic companies; fourthly, the
volumes of products and their shares in the total domestic volume produced
by foreign companies.

At the fourth stage, groups of countries were identified: with a low degree
of participation in the production of foreign companies (less than 50%) - a
low degree of participation in GVCs in all sectors analyzed; with a high
degree of participation in the production of foreign companies (more than
50%) - a high degree of participation in the GVC in one or more of the
sectors analyzed; with a high degree of participation in the production of
foreign companies (more than 50%) - a high degree of participation in
GVCs in all sectors analyzed.



At the fifth stage, we carried out a retrospective analysis of the state and
development of the sectors under consideration in each group of countries.
At the sixth stage, based on the study, the main conclusions were made
about the relationship and impact of global value chains on the dynamics of
the transformation of the national economies of the countries of the world.

The main research methods were: descriptive (descriptive) analysis, which
allows to analyze the main trends in the dynamics of the processes and
phenomena considered in the study; method of comparative (comparative)
analysis - for conducting a comprehensive assessment of complex systems
of the same type in nature (countries, regions, industries); the method of
generalization and grouping, as well as the cartographic method - for a
visual display of reasoning and conclusions.

The information base of the study was the data of the AMNE analytical
database (www.oecd.org) - multinational enterprises and global value
chains, for the period available for analysis on the official website of the
OECD for the year - 2005 - 2016. which aims to clearly define the role and
activities of multinational corporations in GVCs. The database
distinguishes between three types of firms: foreign affiliates (firms with at
least 50% foreign participation), domestic multinational enterprises
(domestic firms with foreign affiliates), and domestic firms not involved in
international investment, and contains data for 36 countries — OECD
members (the database does not contain data for the Republic of Colombia,
which became the 37th member of the organization in 2020) and 22
countries outside the organization (Argentina, Brazil, Bulgaria, China,
Colombia, Costa Rica, Croatia, Cyprus, India, Indonesia, Malaysia, Malta,
Morocco, Philippines, Romania, Russian Federation, Saudi Arabia,
Singapore, South Africa, Taiwan, Thailand, Vietnam). The data set covers
34 industries according to the International Standard Industrial
Classification of All Economic Activities (ISIC Rev. 4). In addition, data
from cross-country input-output (ICIO) tables were used for analysis,
where the block diagonal of the matrix indicates the output of a good or
service by a domestic firm, while the off-diagonal elements correspond to
the output of firms owned by foreign owners (where the source country is
the country in a table column). Values were indicated in basic prices.

Theoretical and methodological approaches to the study of the
phenomenon of global value chains

The theoretical and methodological basis of the concept of global value
chains (GVCs) is traditionally considered to be the theories of absolute (A.
Smith) and comparative (D. Ricardo) advantages developed at the turn of the
18th-19th centuries, described in (Kaplinsky, 2013; Gudkova, 2020). At the



same time, as noted in the study of the World Bank, a key feature of the GVC
paradigm is "the diversity of its intellectual origins" (Measuring...In World
Bank Group, 2021).

So, to date, there are three main approaches to the study of GVCs.

First, the production approach that developed by the end of the 70s. XX
century, based on the world-system theory, which explores the issues of
social macroevolution - global social development. A significant
contribution to this theory was made by I. Wallerstein, according to whom,
by 2025, the expansion of the “world economy” is expected, the basis of
which will be the monopolization of the leading industries, accompanied by
the processes of geographical expansion and de-uralization. At the same
time, the first of these processes (geographical expansion) has actually
already ended with the formation in the period 1945-1973. production
chains (Wallerstein, 2001).

As a number of researchers note (Kukushkina, 2016); Pisareva, & Volgin,
2018), the term "global commodity chains (GCC)" was first used by I.
Wallerstein and T. Hopkins. Within the framework of the world-systems
theory, the GTS implies a global hierarchical (main and peripheral
economies) division of labor and related incomes (Kaplinsky, 2013). At the
same time, according to T. J. Sturgeon, in their study, I. Wallerstein and T.
Hopkins emphasized “the power of the state in the formation of global
production systems, carried out to a large extent in the form of tariffs and
local content rules, affected at the point of intersection of goods across
borders” (Sturgeon, 2008, p. 5).

In the 1980s, the concept of "global commodity chains” was transformed
into the theory of "value chains (value chain, value-added chain)". The new
term was first introduced by F. Gluck and R. Bueron, described in
(Dementyev, Novikova, & Ustyuzhanina, 2016) (the first half of the
1980s), a little later the understanding of this term was refined by M. Porter
(the second half of the 1980s), who considered chains value creation in the
context of competitive advantages, which consist in a set of operations and
activities of an individual enterprise performed by management and
personnel in order to create value for their customers (Porter, 1985), this
approach, according to T. A. Meshkova and E. Ya. Moiseichev, was close
“to the concept of “the value stream” developed by American specialists in
the field of management J. Womack and D. Jones” (Meshkova, &
Moiseichev, 2015). Later, according to V. E. Dementiev, E. S. Novikova
and E. V. Ustyuzhanin, the term “value creation chains” “began to be used
to analyze stable cooperative ties between companies, and then moved to



the cross-country level - global chains appeared. value creation (GVC)”
(Dementyev, Novikova, Ustyuzhanina, 2016, p.18) - GVCs.

In the 1990s the description and analysis of GCCs were presented
simultaneously in several theoretical concepts. First, in the theory of
fragmentation of production (international production fragmentation trade
theory), proposed by R. W. Jones and H. Kierzkowski, who considered the
phenomenon of fragmentation of the production process, on the one hand,
as an intra-company transition to a locally fragmented (in different regions)
production process with production blocks related service links, on the
other hand, as the concept of the functioning of the global market, which
consists in the use of “several international locations to accommodate the
production blocks that make up a given production process”, which is

“facilitated by the possible existence of increasing returns within the
production blocks” (Jones, & Kierzkowski, 1990, p. 31-32).

Secondly, in the concept of “great unbundling” by R. Baldwin, developed
within the framework of the high development theory. The author identifies
two periods of revolutionary transformations in industry and trade, which
had a significant impact on the models and mechanisms for the production
and supply of goods and services to end consumers: the first - before 1985
(the times of the industrial revolution) - the separation of producers from
consumers  (factories from households (Dementyev, Novikova,
Ustyuzhanina, 2016); the second - from 1985 to the end of the 1990s,
associated with the active development of information technology
(Baldwin, 2022).

The importance of information technologies for the segmentation of
production within individual countries, and, accordingly, the development
of GVCs is emphasized both in the works of Russian scientists (Kovalenko,
Temnova, & Masyuk, 2020) and in the materials of international
organizations. This is how a World Bank study talks about building theory:
“Manufacturing processes can now be “cut” into several production
segments, each time we solve tasks such as design, purchase of parts,
assembly and receipt. These segments are moving, often across the border
of South America, to places where tasks can be most effectively
implemented” (Measuring. .. In: World Bank Group, 2021).

The next approach to the study of GVCs is a conceptual macroeconomic
approach, which is a search and description of formalized models of
economic integration in modern conditions. There are two main
participants in its development. The first since presented in the 70s -80s -
related. gg. of the twentieth century by V. Norman and P. Krugman of the



New Theory of Trade (New Trade Theory (NTT)), the second - with the
proposed in the late 1990s. M. J. Melitz (Melitz, 2003) and P. Antras
(Antras, 2003) New-New Trade Theory (“new” New Trade Theory
(NNTT)). At the same time, based on the New Trade Theory, an analysis of
international trade models under conditions of imperfect competition is laid
down, which give “a plausible predominance of intra-industry trade
between countries with similar technologies and resources” (Measuring...In
World Bank Group, 2021). In turn, within the framework of the future-new
economic evolution, a comparative assessment of the data of export-
oriented and non-export companies has developed, which further develops
into the process of developing an endogenous selection of firms entering
industry markets (ibid.).

The third approach to the analysis of GVCs is cost. This approach is found
in the production aspect of M. Porter, however, here the main attention is
concentrated - on his increase in the share of profit as he moves along the
so-called "smile line" ("smile curve™). The main theory is the theory of the
formation of the high cost of chains by J. Henderson (end of the 20th
century) (Henderson, Dicken, Hess, Coe, & Wai-Chung, 2002), according to
which, according to A. V. Streltsov, G. I. Yakovlev and O. A. cost in the
country”, as well as the value imported “together with imported
components in the remaining final product” (Streltsov, Yakovlev, &
Bulavko, 2019, p. 36). The second key theory in the analysis of GVCs
within the framework of the cost approach is the theory of creating a value
stream (value stream; early 2000s), which has now become the basis for
building a modern business architecture. In this theory, GVC arises from
the point of view of the occurrence of consequences that arise in
connection with the formation of the value of a product or service, the
emergence from the alleged generated request and the completion of the
already created and presented development of the activity.

In accordance with the approaches described above, complex definitions of
value chains can be distinguished. Firstly, from the point of view of the
production approach, GVCs are, on the one hand, a set of interrelated
management decisions of the company's management, including those made
within the framework of holding structures, aimed at coordinating
production and marketing activities, namely the decision on the place or
locations of production (including the availability of a resource base), its
staffing, marketing strategy, etc. (Belousov, 2016; Kondrat'ev, Popov, &
Kedrova, 2020; Smirnov, & Lukyanov, 2019; Fengru, & Guitang, 2019;
Buckley, Craig, & Mudambi, 2019; Chu, Park, & Kremera, 2020); on the
other hand, the logistics system, which consists in the targeted fragmentation
(often global) of production stages in order to minimize the cost of



production (but not the final cost), by creating complex vertically integrated
structures, in the most common form - transnational corporations — TNCs
(Kukushkina, 2016; Pisareva, & Volgin, 2018; Lukyanov, & Drapkin,
2017; Shepherd, & Stone, 2012).

Secondly, within the framework of the conceptual macroeconomic approach,
the GVC is a formalized model or mechanism for the functioning of modern
macroeconomics, describing the process of global redistribution of funds and
production results, mainly between developed and developing countries
(Meshkova, & Moiseichev, 2015; Fengru, & Guitang, 2019; Sidorova,
2018; Bush, Oosterveer, Bailey, & Mol, 2015; Hertwich, 2020; Banacloche,
Cadarso, & Monsalve, 2020; Fontagne, & Santoni, 2021; Samsonov, &
Bocharov, 2018).

Thirdly, in the context of the cost approach, GVCs are considered as a
mechanism for creating, incrementing and distributing the cost of a product
or service, which is formed at various stages of its production and sale
(Meshkova, & Moiseichev, 2015; Streltsov, Yakovlev, & Bulavko, 2019;
Samsonov, & Bocharov, 2018). In addition, within the framework of each
of the above approaches, the authors highlight the advantages and
disadvantages of GVCs.

Thus, the following advantages of participation of the country and the
business registered on its territory in the GVVC are in the focus of attention in
the production approach: gaining access to international markets and
expanding markets for products and/or services; improving the quality of
domestic products and services and, as a result, increasing the level of their
competitiveness due to the forced specialization of the country;
modernization of the industrial complex, access to innovative technologies
of foreign companies; human capital growth, including through
technological education and accelerating the learning curve; obtaining
international experience in the social and environmental spheres
(Wallerstein, 2001; Dementyev, Novikova, Ustyuzhanina, 2016;
Meshkova, & Moiseichev, 2015; Yan, Wang, Zheng, & Zhao, 2020).

In the aspect of production process management, participation in GVCs
allows organizations operating in developing countries to: increase the
availability and volume of information for decision-making, increase labor
productivity, and also identify new areas of activity (Shepherd, & Stone,
2012). In the field of human development, participation in the GVC provides
the following opportunities: growth in employment and wages (due to the
entry of new international companies into the country's market), and an
increase in labor productivity (Meshkova, & Moiseichev, 2015; Buckley,



Craig, & Mudambi, 2019; Reijnders, & De Vries, 2018).In the field of
logistics, the advantage of the participation of the country and business in
GVCs is: increasing the efficiency of resource allocation and their cross-
border complementarity (Smirnov, & Lukyanov, 2019; Shepherd, & Stone,
2012).

At the same time, within the framework of the production approach, the
literature also notes the negative aspects of participation in GVCs of
countries and organizations operating on their territory: an increase in the
level of differentiation of the incomes of the population of countries and
regions due to the uneven distribution of value added and its predominant
concentration within TNCs; decrease in innovative activity and
technological dependence of developing countries - GVC participants,
occurring as a result of the unwillingness of TNCs to create an excessively
competitive environment; the risks of the company falling into the trap of a
single supplier of resources, semi-finished products, goods or services, as
well as the risks of pressure and lobbying of interests from the main
coordinators of GVCs, for example, the top management of TNCs;
withdrawal from local markets of small enterprises not connected to
GVCs(Dementyev, Novikova, Ustyuzhanina, 2016; Gusev, Shirov,
Polzikov, & Yantovsky, 2018; German, Bonanno, Foster, & Cotula, 2020).

An empirical study conducted by V.G. Varnavsky on the basis of the TiVA
(The development of Trade in Value-Added database access) database
showed that participation in the GVC "does not lead to a qualitative
transformation of the business"(Varnavskij, 2018). In addition, according to
the results of a number of studies, from the point of view of environmental
development, the participation of developing countries in GVCs can lead to
such negative consequences as an increase, firstly, in carbon emissions (Liu,
& Zhao, 2021), and secondly, in the level of environmental pollution
(Wang, He, & Song, M. (2021).

With regard to the production and management aspect, domestic
researchers note the following disadvantages of participation in GVCs: an
increase in transaction costs, namely, the costs of control by TNCs in
relation to subsidiaries, a decrease in product quality due to the
involvement of low-skilled personnel in developing countries. In addition,
a study by L. A. German, A. M. Bonanno, L. C. Foster, L. Cotula notes that
“for smallholders, contractualized forms of inclusion in value chains often
involve significant risks: loss of habitual livelihoods, limited freedom of
choice regarding land redistribution and labor force for more profitable or
less demanding activities that bear the brunt of market and climate risks, as



well as unfavorable contract terms and debt” (German, Bonanno, Foster, &
Cotula, 2020, p.15).

In terms of labor and employment, the negative consequences of the
participation of countries and businesses in GVCs include: job cuts and
increased unemployment; if there is still an increase in employment, it is
often accompanied by instability and deterioration of working conditions;
activation of the process of deskilling the workforce; in a number of
developing countries - Brazil, India, Indonesia, China and South Africa, the
results of an empirical study did not confirm the thesis that participation in
GVCs contributes to an increase in wages Kukushkina, 2016; Meshkova, &
Moiseichev, 2015; Lukyanov, & Drapkin, 2017; Machacek, & Hess, 2019).

In the conceptual macroeconomic approach, for an individual country, the
following advantages of its participation in GVCs are determined:
improving the conditions for competition and the business climate;
attracting foreign direct investment, contributing to the development, on the
one hand, of education, science and technology, on the other, social and
industrial infrastructure; increasing the efficiency and stabilizing the
growth of the national economy, including through its resource
optimization, which consists in concentrating the country's available
resources on the production of a limited set of goods and/or services, as
well as due to an increase in the level of predictability of the development
of trade agreements(Meshkova, & Moiseichev, 2015; Smirnov, &
Lukyanov, 2019); Lukyanov, & Drapkin, (2017); Fontagne, & Santoni,
2021). According to the experts of the World Bank Group, the country's
participation in GVCs will contribute to the diversification of exports of
developing countries and the expansion of their participation in
international trade.

The disadvantages of countries' participation in GVCs within the
framework of the conceptual macroeconomic approach include: a reduction
in the share of national production in the export of an individual country
and, as a result, a reduction in the amount of profit remaining in the
country; dependence of the country's domestic market on imports,
including imports of technologies developed in developed countries; high
vulnerability of the country from international market fluctuations
(Meshkova, & Moiseichev, 2015;Gusev, Shirov, Polzikov, & Yantovsky,
2018).

According to V. E. Dementiev and his colleagues, the positive side of
participation in GVCs, within the framework of the cost approach, is that
significant financial flows pass through the countries and business



participants of the GVCs, which “nourish all participants” (Dementyev,
Novikova, Ustyuzhanina, 2016, p. 19).

Thus, we have identified three main approaches to the evolution and
understanding of the phenomenon of global value chains. Within each of
the approaches, the authors highlight the advantages and disadvantages of
the participation of countries and businesses in GVVCs. At the same time, it
should be noted that the advantages of participation in GVCs determined in
the literature mainly relate to developed countries, since it is on their
territory that the parent companies and, accordingly, the top management
of TNCs, the main organizers and participants of the entire GVC, are
located. It is on the territory of developed countries that all intellectual,
creative production activities are concentrated, which have the largest
increase in the value of goods and / or services, while routine and low-
skilled work is transferred to developing countries. This aspect is also true
for the field of industrial ecology - the least environmentally friendly
production is transferred from developed countries to developing countries,
and in this case, the introduction, for example, of the widely discussed
carbon tax in the EU (EU carbon border tax) can be a heavy burden on the
business of developing countries.

At the same time, most researchers (Gudkova, 2020; Kukushkina, 2016;
Konina, 2016) associate the development of GVVCs with the activities
of diversified TNCs that control up to 90% of the world economy
(Samsonov, & Bocharov, 2018); Varnavskij, 2018). At the same time, this
control concerns not only the economic, but also the political spheres,
according to C. Fengru and L. Guitang, “the global expansion of TNCs has
contributed to the formation of global production networks (GPNs). TNCs
distribute and configure various parts and functions of value chains
according to the advantages of different countries and regions” and further
“GPNs from the point of view of TNCs play an important role in clarifying
the main characteristics of GPNs and how they work™ (Varnavskij, 2018).

Theoretical and methodological approaches to the study of TNCs

Thus, in most scientific papers, the dynamics of the development of GVCs is
directly associated with the activities of TNCs. At the same time, in terms of
the formation of the latter, as well as their impact on national economies, three
main periods can be distinguished.

The first period is associated with the emergence of TNCs at the end of the
19th century in Western countries (Smorgunov, 2009; Lobacheva, 2011),
primarily the United States. The second period was characterized by its active
development in the countries of the world and is associated with those taking
place in the second half of the 40s, the end of the 80s. gg. 20th century



globalization processes. The third period, which began at the end of the 20th
century. continues to the present and is associated with the harmonization of
the activities of TNCs with the national socio-economic systems of countries,
as well as the scientific analysis of this interaction.

The emergence of multinational companies in modern studies is dated in
different ways. The earliest period is the period of the late XIX, early XX
centuries (Gordon, 2005; Timberlake, 1986; Kartashev, 2014), which
corresponds to the growth and strengthening of the power of the monopoly
and trusts in the United States, as well as the adoption, in connection with this,
of a package of bills, including the Sherman Act (Shpakovskij, & Potapchuk,
2017).

The next most frequently identified period by researchers is the second half of
the 1940s (Okumura, 1986) until, according to various estimates, the end of
1970-1980. (Lobacheva, 2011; Kurochkina, 2016; Zhiltsov, 2009). This
period is associated with the development of the phenomenon of corporate
capitalism in terms of events in world history: firstly, with the restoration,
after the defeat in World War 11, of the Japanese economy, in which Japanese
corporations played the main role; secondly, with the creation of international
financial and trade organizations - the World Bank, the International
Monetary Fund, the General Agreement on Tariffs and Trade (GATT) and,
then, the World Trade Organization (1995), which, in the process of their
transformation, among other things , made, in the words of M. J. Gordon,
international capital mobility "a powerful tool for subordinating national
governments to corporate capitalism™ (Gordon, 2005, p. 168 — 169).

The beginning of the third period, associated with the current state of the
activities of TNCs in the countries of the world, is considered to be the end of
the 20th century. - the beginning of the XXI century. (Baynev, 2017;
Sverdlikova, & Tagibova, 2017; Makeev, 2018). This period is determined
primarily by the collapse of the USSR, in connection with which, on the one
hand, processes took place in the countries of the former Soviet bloc, firstly, a
change in the economic paradigm, and secondly, active entry (with the
corresponding acceptance of conditions) in 1992-1993 gg. to international
organizations, including those belonging to the World Bank Group - the
International Bank for Reconstruction and Development (IBRD), the
International Development Association (IDA), the International Finance
Corporation (IFC), the Multilateral Investment Guarantee Agency (MIGA)
and the International Settlement Center investment disputes (ICSID), on the
other hand, foreign transnational companies came to the markets that opened
in these countries. In addition, the period is also characterized by the growing
interest of scientists from different countries in assessing the impact of TNCs
on national socio-cultural and economic systems - only on the ScienceDirect



website (www.sciencedirect.com) over the past ten years (from 2010 to 2020)
the number of publications on this topic increased by more than 2.5 times.

When characterizing the activities of TNCs in national economic systems,
the following aspects are traditionally distinguished: socio-economic,
political-economic, socio-cultural and evolutionary. Most researchers
consider it as a socio-economic phenomenon of modern national
development Krasavin, 2012; Belyanova, 2010), characterized by the active
monopolization of markets by corporations, the expansion of the range of
their non-productive activities, including in the social sphere, traditionally
in the area of state policy (Shpakovskij, & Potapchuk, 2017; Gordon, 2005;
Livingston, 1986; Tinus, 2020).

At the same time, financial institutions play a key role here (Livingston,
1986). In the context of the political and economic system, the deployment
of the activities of TNCs is defined as a model for the development of the
country, based on the active participation of business in the activities of
national governments (Smorgunov, 2009; Krasavin, 2012), or the actual
subordination of the state to big business (Maksutov, 1999). The activity of
TNCs, as a socio-cultural phenomenon (Tinus, 2020; Ogarkov, 2018),
Gromov, 2004), implies a reflexive response of society, on the one hand, to
the consequences of technological progress, and on the other hand, to
values imposed by corporations through advertising and the formation of a
consumer culture. For example, in a study by K. V. Kurochkina, it was
found that the current increase in ruralization observed in Japan can be
largely explained by the rethinking of the values of capitalist society by the
country's youth (Kurochkina, 2016) Finally, the activity of TNCs, as a
comprehensive description of the system of modern development of
society, is a variant of reflecting the development of all fundamental
spheres of society's life - politics, economics, culture under the influence of
the actual domination of the corporation (Kartashev, 2014; Okumura, 1986;
Kurochkina, 2016; Yakobson, 2011).

In the aspect of the evolution of social relations, the activation of the
activities of TNCs is defined by scientists as a stage in the development of
capitalism, after which, according to S.S. Gubanov, the stage of state
capitalism will follow, which is the threshold of "a post-capitalist system,
in which the share of non-market incomes and centralized forms of
distribution of material goods in society will increase” (Belyanova, 2010, p.
75— 76).

The review allows us to conclude that the description and understanding of
the nature of the TNC phenomenon, despite its more than a century of
history, is still largely debatable. At the same time, in our opinion, in a



broad sense, the activities of large diversified organizations in the modern
world play a leading role, which may be due to the stage of evolution of
social development (most developed countries can be cited as examples).
Thus, we can conclude that at present, the activity of TNCs is expressed, on
the one hand (epistemological), in the deployment of GVCs, on the other
(ontological) - in the formation of development models on the territory of
individual countries - transnational corporate capitalism. Below we
consider the level of participation of transnational companies in the
production of goods and services in individual countries.

Results

Evaluation of the analysis of the development of the high value chain
system in the dynamics of the transformation of the national economy of
the countries of the world

According to the results of the analysis carried out on the basis of data from
the analytical AMNE (analytical database AMNE), the massive
contribution to the production of goods for the analyzed activities as a
result of the domestic subsequent fourteen countries (Fig. 1), of which six
countries observed in Europe - Germany, Greece , Denmark, Italy, France,
Cyprus; one Middle Eastern state, Israel; seven countries - Asia-Pacific -
USA, Russian Federation, Indonesia, India, China, Korea, Japan. In
connection with the delay, more increased production of sexual products
(according to the intended type of activity) falls on domestic enterprises,
therefore, it is possible to reduce the level of risk of infection of the GVC
countries. At the same time, a significant contribution to the total (global)
volume of production in 2016 was only a part of consumption - China
(from 20% (cars) to 46% (electrical equipment)), the USA (from 7%
(electrical equipment) to 19% (cars) )), Japan (from 6% (chemistry,
pharmaceuticals and electronics) to 13% (cars)), Germany (from 3%
(electronics) to 12% (cars)) and Korea (from 3% (chemistry,
pharmaceuticals) ) up to 8% (electronics)), India (from 1% (electronics)) to
4% (chemistry, pharmaceuticals)). The remaining countries (Greece,
Denmark, Indonesia, Italy, Cyprus, Russia, France) do not affect all foreign
production on their own territory, and do not limit themselves to the
distribution of products considered in full (due to the large volume of
possible productions), due to which they become dependent from the
import of finished products.

Less than 50% of the share of domestic producers in the total goods
produced in the country for one or the analyzed type of economic activity
was typical for 33 countries in 2016, of which: 15 European countries -



within the European Union - Austria, Belgium, Bulgaria, Spain, Finland ,
United Kingdom (until 01/31/2020), Croatia, Lithuania, Luxembourg,
Latvia, Malta, the Netherlands, Poland, Slovenia, Sweden and three states
of Europe, non-European Union - Switzerland, Norway and Iceland; 10
countries in the Asia-Pacific region - Canada, Chile, Colombia, Costa Rica,
Mexico, Malaysia, Philippines, Thailand, Vietnam, New Zealand; two
Middle Eastern states - Saudi Arabia and Turkey; the country of South
America - Brazil is one; two African countries - Morocco and South Africa.

At the same time, in the field of chemical and pharmaceutical products, up
to 50% of products were produced in 2016 by foreign enterprises in
Luxembourg (up to 1% of domestic products), Sweden (up to 20%),
Canada and the Netherlands (up to 25%), Estonia and Costa - Rica (up to
30%, separately for each country), New Zealand (up to 45%). At the same
time, in Costa Rica, until 2006, the share of products that can be created by
producers prevailed in the total volume of the target species, but after 2006,
this trend changed. Up to 50% of chemical and pharmaceutical products
were produced by foreign enterprises during 2010-2015. in the UK,
however, by 2016, their share was controlled to 49%.

In the field of computer, electronic and optical products, up to 50% of
output was observed by foreign companies in the following nine countries:
the Netherlands, Costa Rica, Thailand, South Africa (domestic
manufacturers produced up to 10% of products, separately for each
country), Poland and Chile (up to 25 % of domestic producers), Saudi
Arabia and New Zealand (up to 30%), Colombia (up to 35%), United
Kingdom, Canada, Croatia, Bulgaria, Vietham (up to 50%).

At the same time, in the UK, the share of domestic production was
registered eleven times (Great Britain, Canada, Poland, Croatia, Saudi
Arabia, Chile, Colombia, Vietnam, Costa Rica, Thailand, South Africa) for
the entire period presented in the database (from 2005 to 2016) the share of
all manufactured products did not exceed, while in three countries - the
Netherlands, Bulgaria and New Zealand, the share of domestic producers in
2015 was more than 50%, but then it steadily decreased.

The share of foreign companies in the total volume of manufactured
products is occupied to the greatest extent in the sphere of automobile
production. In 33 countries out of 58 analyzed, more than 50% of
production is carried out by foreign companies. So in Switzerland,
Romania, Australia and Singapore, up to 99% of cars are produced by
companies with foreign affiliation; in Iceland, Malta, Hungary, Bulgaria,
Poland, Chile, Costa Rica, and South Africa - more than 90%; in the UK,
Czech Republic, Spain, Ireland, Portugal, Slovakia - more than 80%; in



Austria, the Netherlands, Luxembourg, Lithuania, Latvia, Canada,
Colombia, Brazil - more than 70%; in Slovenia, Sweden, Estonia,
Morocco, Malaysia, Thailand, Mexico - more than 60%. At the same time,
Romania (until 2006), Bulgaria, Estonia, Slovenia (each until 2007),
Sweden (until 2008) and Thailand (until 2011) previously had a significant
share (more than 50%) of their own production of the product in question.
Further, more than 50% of the share in the total volume of goods produced
in all analyzed types of economic activity is produced by foreign
companies in nine countries, seven of which are members of the European
Union - Ireland, Portugal, the Czech Republic, Slovakia, Estonia, Romania,
Hungary, and two —Asia-Pacific - Singapore and Australia. In Singapore
and Australia, within each type of activity, the share of foreign companies
producing relevant products in 2016 reached 99.9%; in Hungary, Slovakia
and the Czech Republic - more than 70%; Romania, Ireland, Portugal and
Estonia - more than 55% (Table 1).
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Figure 1 (a, b, c, d) - The share of domestic producers in the total volume
of goods produced in the country by type of economic activity (ISIC Rev.
4).

Compiled by the authors according to the Analytical AMNE database: The Analytical

AMNE database - Multinational enterprises and global value chains. O3CP
https://www.oecd.org/sti/ind/analytical-AMNE-database.htm#database

Among the countries listed in Table 1, there are countries in which the
volume of production of domestic companies in the total volume of output
for the year exceeded 50% at the beginning of the analyzed period (2005).
In terms of the volume of chemical and pharmaceutical products, these are
Slovakia (57% of products manufactured in 2005 by domestic companies),
Hungary (on average, over the period from 2005 to 2010, the volume of
Hungarian companies in this form of economic activity was more than
55%), Romania ( on average for the period from 2005 to 2009, the volume
of domestic companies - more than 65%), Portugal (on average in 2005 and
2007 - domestic companies produced more than 53% of the total by-
product).

For electrical equipment, these are Romania (on average in 2005 and 2008
- domestic companies produced more than 53% of the total volume by type
of product) and Portugal (in 2005 - domestic companies made more than
51% of the total volume by type of product).

In the automotive industry, these are Romania and Estonia (the share of
domestic companies in the country's total production is presented in the
text above).

Table 1. Countries in which foreign companies produce more than
50% of the share in the total volume of goods produced for all
analyzed types of economic activity*

The share of products manufactured by foreign companies in the total volume
of products manufactured in 2016 in the country, by type of economic activity
(ISICRev. 4), %

Country Chemical and | Computer, electronic | Electrical Cars, trailers
pharmaceutical and optical products | equipment and semi-
products (C26) (C27) trailers (C29)
(C20T21)

Singapore 98.96 99.9 97.17 99.9

Australia 96.65 97.67 90.68 99.9

Hungary 76.14 86.87 86.86 93.61

Slovakia 86.67 86.47 76.07 81.89

Czech 70.33 89.08 76.44 89.24

Romania 65.04 83.33 76.35 99.09

Ireland 57.81 80.26 62.99 84.88



https://www.oecd.org/sti/ind/analytical-AMNE-database.htm#database

Portugal 58.09 77.17 59.09 83.72

Estonia 62.22 24.88 69.46 60.58

*Compiled by the authors according to the Analytical AMNE database: The Analytical
AMNE database - Multinational enterprises and global value chains. O3CP
https://www.oecd.org/sti/ind/analytical-AMNE-database.htm#database

Discussion

The results obtained correspond to the theoretical and methodological
provisions of the study formulated on the basis of the literature review,
namely: on the interdependence of the processes of development of GVCs
and the activities of TNCs, as well as on the impact of these processes on
economic transformations in the economies of the countries of the world.
At the same time, it should be noted that the presented study, at the
moment, is limited to assessing the influence of a given set of factors,
however, the authors acknowledge that the processes and phenomena under
study are also affected by many other, unaccounted for, determinants. The
authors also recognize the importance of analyzing the state policy
implemented by national governments, which contributes to the support of
domestic production through institutional regulation of the activities of
TNCs in certain territories. Accordingly, the conclusions obtained in this
work, in our opinion, should serve as the basis for further research, in
which, on the one hand, the activity of TNCs, limited by the economic,
sociocultural, political, and other frameworks and borders of the countries
of the world, is chosen as an object, on the other hand, the impact on the
sustainability of the global development of the phenomenon of the new
time, which can be designated as transnational corporate capitalism.

Thus, according to the presented results of the study (taking into account
the indicated limitations), we can draw the following conclusions. Firstly,
in the scientific literature more and more attention is paid to a critical
analysis of the processes observed in many countries of the world and
manifested, on the one hand, in the formation and active expansion of
global value chains, on the other hand, in the establishment of a model of
socio-economic development - transnational corporate capitalism. . Both
processes are interconnected through the activities of transnational
companies that unite the sectors of the economies of individual states into a
single international network and exert significant influence in these states,
both in social and political aspects. Secondly, a quantitative assessment of
the ratio of production volumes of companies in the four types of economic
activity most included in the GVCs - chemistry and pharmaceuticals,
electronics, electrical equipment, and the automotive industry, allows us to
conclude that the share of domestic producers in the countries of the world
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Is gradually decreasing. At the same time, they are being replaced by
foreign transnational companies. This trend is most clearly manifested in
the countries of the post-Soviet space, which previously had mainly their
own industrial production, which, after the liberalization of national
economies, lost its competitiveness. Thirdly, the industry of most countries
of the world, with the exception of the economies of a number of states
(USA, China, Japan, Germany, Italy, France, the Russian Federation,
Israel, India, and Korea), is increasingly included in the GVVCs, being more
subject to the general dynamics of their development. At the same time, the
states listed as an exception form a global socio-economic system -
transnational corporate capitalism, which is a consequence of the
development of global value chains.
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