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Abstract

Purpose: Participation of firms in Global Value Chains (GVE@3s contributed significantly to the improvementobnomic outcomes for firms

in developing countries. However, evidence suggéstisthese economic outcomes are gained at thettiourers’ poor working conditions.
This research contributes to existing literature on 6Y¢ investigating the influence of different goweanoe structures on economic and social
upgrading of firms participating in GVCs. Furthermoriee tresearch attempts to understand the relationshvpe&e economic and social
upgrading in GVCs Research design and methodologyDetailed qualitative primary research was carriedinuhe football industry of
Sialkot, Pakistan. The case study approach emgsloyed, and football firms were the unit of anslySemi-structured interviews with firms’
representatives were conduct&esults: Findings reveal that most firms were found in camtirelational and market governance structures.
Furthermore, product and process upgrading were witthéssdl firms; however, social upgrading was obsermostly in captive and relational
GVCs. Moreover, social upgrading was linked to eeoicoupgrading in captive amglational networksConclusions: The findings from the
Sialkot football industry reflect that buyers payheg prices and margins to their suppliers once thgyaafe their products and processes

Keywords: Governance, Global Value Chains (GVC), Social upgigd=conomic upgrading, Football industry, Siajkeakistan

JEL Classifications: A13, FO1, FO2, F23, F36, L23

1. Introduction

GVCs are functionally integrated but globally disgesl
industrial structures (Khattak, 2013). Neverthelds¥Cs

GVCs are governed by lead firms (in most caseseis)y
also called channel captains. They decide what ymtsd
will be produced, how they will be produced, andowtill
produce them. Moreover, lead firms decide how w&lue

have contributed to the expansion of world trade(margins) are distributed among different firms @¥Cs

improvement in countries’ economic positions, ergpient
opportunities, and firms’ growth. However, despiteing
key stakeholders, workers did not benefit from ecoit
growth. Rather, economic outcomes occurred at tisé af
manipulating labourers’ basic rights (Locke,
Empirical evidence from different parts of the vebthas
shown that economic growth took place as a redulh®
exploitation of labour, poor working conditionswavages
and insecurity (Posthuma & Rossi, 2017; Riisgaaf9).
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(Gibbon, 2008). These power and authority dynantics
organize and manage value chains are termed the
governance framework in GVCs (Gereffi, Humphrey, &
Sturgeon, 2005). Lead firms transmit knowledge tioen

2013)firms (suppliers) in networks, which improves suers’

capabilities (Gibbon, 2008; Strambach & Surmeiél.8),
creates favourable market reputation, expands rharke
linkages and increases suppliers’ profits and
competitiveness (Tajoli & Felice, 2018). These exoit
outcomes are called economic upgrading (Barrientos,
Gereffi, & Rossi, 2011)

Economic upgrading takes place when firms move to
higher value-added activities like improving prothic
production processes; and moving to new functiond a
industries (Humphrey & Schmitz, 2002). The earlier
empirical tests of the role of governance framework
economic upgrading are inconsistent and vary fsestor
to sector and contexts (Bernhardt & Pollak, 201€gause
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GVCs are spread across different countries thate hay? Theoretical Background
different economic, political and industrial infrasctures.
Due to such variations, the outcomes of partiogratin
GVCs vary; as a result, the discussion of theaktic

inclusiveness is limited in the existing literatomre GVCs. .
Earlier studies documented that different goversanc Governance in the GVC framework was proposed by

structures have different implications for economicGereffi et al. (2005) to explain how lead firms tohand
upgrading (Rossi, 2013). Therefore, how diﬁeremcoordmate inter-firm _Imkages that are spread IO
governance structures influence economic upgrasirtge  9€0graphical  boundaries and that intertwine difiere
firm level needs to be explored (Alfaro, Chor, Aty & business functions, like sourcing, production, ribstion
Conconi, 2019). In GVCs, the improvements in wogkin @nd consumption, to create value (Sturgeon, 200%re
conditions are termed social upgrading and areetieas a are five types of governance structures based ree tore
process of improvement of the rights and entitlesenf theoretical underpinnings of governance, including

workers as social actors (Pickles & Godfrey, 2013). transaction cost econ_omics, inte_rpersonal reldliitpx_ssand
Both social and economic upgrading are importanthe resource-based view (Gereffi et al., 2005)ré&tEhical

factors within GVCs if they take place simultandgus @nd market structures are at the extreme end of the
(Bernhardt & Pollak, 2016) by contributing to cregt continuum Wher_e firms either make the_lr producthadnise,
decent work and economic growth (Clarke & Boersmall the case of hierarchy, or buy them, in the asmarket
2017). Economic upgrading stimulates innovation an(Lund-Thomsen, Hansen, & Lindgreen, 2019). _
competitiveness of firms (Gereffi & Lee, 2016) asmtial In between the market and hierarchy categories ar
upgrading promotes employment based on decent arak captive, relat|ong_l and m_odglar networks. _In modula
respect for labour standards (Posthuma & Rossi7)201 Networks, the ability to codify information is higiecause
However, how the two are related, and what straegan  SUPPliers manage the diverse codifications. Morgotre
help to combine them, requires further analysisatkdk, dlvers_e cod|f|cat|(_)r_1_ and product deS|gn improve® th
Haworth, Stringer, & Benson-Rea, 2017). This Stud)supp_llers’ capabllltles_ to handle dlffere_nt k_)uyers’
contributes to the existing literature of goverrerand requirements. In relatlonall networks, relatlonshl'gse
upgrading in GVCs by empirically examining the ighce developed based on goodwill, trust, family or ethties.

of different governance structures on economic solal 1 he barriers of switching suppliers are high beeaos

upgrading and the relationships between economit arthese social relationships. In captive networkadlérms
social upgrading. The main objective of this pajEito establish relationships based on opportunistic Vieha

investigate the governance structures that inflaencith suppliers. Further, suppliers are limited t@ducing

economic and social upgrading and their relatiqushrhe ~900dS for one specific brand in most of the casesefore,

main research question is how and why governancS_Upp“_ersi capabilities are low and their relianme lead

influence economic and social upgrading and theififms is high.

relationships in GVCs?

To understand the influence of governance strustare 2.2. Upgrading (Economic and Social)

economic and social upgrading, the case study atk&i

(Pakistan) football industry was selected. Sialkdiamous Upgrading in GVCs is defined as moving to higher

for producing high quality, hand-stitched footbaliat meet value-added activities to gain a higher share dfies by

70% of global demand (Lund Thomsen, Nadvi, Chanparticipating in GVCs (Bair, 2009). In this regaextensive

Khara, & Xue, 2012). Sialkot is also an industdhister of research has found that lead firms are key stakenslin

small, medium and large enterprises; employsshaping and/or creating international productsreasing

approximately 200,000 labourers; and contributes i6% demand and providing platforms for firms from deghg

total exports (Awan, Khattak, & Kraslawski, 2019)he  countries to gain access to international marketsther,

cluster is a supplier for global brands, includiAdidas, research has substantiated that GVCs also havehdet!

Puma and Nike (Awan et al., 2019). to creating employment opportunities. Lead firmsilfate

This article is structured as follows. The nextt®ec the process of learning and development by tratismit

discusses governance and upgrading (economic anial so knowledge (Appelbaum, 2008), providing technical

upgrading) and provides details on the methodologknowledge (Khattak et al., 2015) and assistanémpoove

Findings and discussions are then presented, fellolsy  production processes and product quality.

the conclusion. Economic upgrading may result in four types of
upgrading namely product, process, function andincha
Product upgrading occurs when firms add new pradtact

2.1. Governance
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existing product lines or improve product quality b cost-cutting pressures on suppliers that eventualy
updating ingredients (Gereffi & Lee, 2016). Procesreflected in the poor working conditions (Locke,12)
upgrading occurs when firms incorporate moderrSuch a situation happens because the lead firmelystr
technology to improve production processes and ymod adhere to their Just in Time (JIT) sourcing pradic
quality and add or subtract functions in an asseriié to  business uncertainty when lower demand challenges a
reduce production errors, leading to increasedcieficy passed on to suppliers; that eventually increasppliers’
through the use of new equipment (Rossi, 2013)cttamal  overhead costs (Posthuma & Rossi, 2017). To mesteth
upgrading occurs when firms adopt more value addecosts, suppliers further pass them on to more vabie
functions, like designing, branding, marketing etailing  segments of the chain; that results in a wide aofdgbour
(Tokatli, 2013). Chain upgrading occurs when firimgest  violations, such as excessive overtime, poor warkin
in other sectors through horizontal moves. In otherds, conditions, use of a seasonal workforce and refusimay
firm use existing knowledge to produce other retgva national minimum wages (Acquier, Valiorgue, & Dagels,
goods belonging to another sector (De Marchi, L&e, 2017).
Gereffi, 2014). In GVCs, where lead firms are powerful enough tado
Theoretically, different GVC-governance frameworkstheir economic interests on suppliers, their role
have different implications for economic upgradidgmeh  upgrading workers’ conditions was also recognizeér(to
& Nadvi, 2014). The existing literature indicatémt in a & Ponte, 2017). The existing literature on corpersbcial
market structure, product and process upgradingois responsibility (CSR) in GVCs argues that lead firame
witnessed, while the road for functional and chairrequired to incorporate social responsibility aspeiato
upgrading is open (Tokatli, 2013). In modular, tielaal their businesses, as well as utilize sourcing pestto
and captive networks, product and process upgrading improve working conditions through specifying codsfs
witnessed, while functional upgrading is limiteddaptive conduct (Yunis, Durrani, & Khan, 2017). In the casfe
and relational networks and upgrading could be stoor  football GVCs, lead firms strictly require theirpgliers to
faster (Golini, De Marchi, Boffelli, & Kalchschmid018). adhere to their specific technical, social and emmental
In modular networks, the adoption of product, pssce expectations (Lund-Thomsen, 2013). The outcomésasie
functional and chain upgrading is likely to occiechuse specifications and sourcing practices can havetipesand
suppliers in  modular networks establish strateginegative aspects. On one hand, these social ardirsgpu
relationships with different global brands due ftweit practices are helpful for full-time, registered Wwens who
competencies and capacity to produce various desigd are working at a suppliers’ factories. On the othand, all
quality products at low prices (Sturgeon, 2009)wdeer, those labourers working outside tfextories’ premises (e.qg.
GVCs’ governance structure varies from sector tctase home-based workers) and linked with GVCs are igthore
industry to industry and country to country; in seguence,
effects of different governance structures on eotno
upgrading varies. Scholars are integrating evideinom 3, Research Design
different sectors and contexts to generate a rothesiry
that explains which governance structure facilgagach
dimension of economic upgrading (Gereffi & Lee, @D1

This study employed a qualitative approach using
. . . . multiple case studies involving football manufatigr

In the existing I|teratgre on GVCS’. social upgrgjln firms that belonged to the Sialkot football indystof
means a process of |mpr.ovement in workers ”g.htSPakistan; these firms were considered as the coiteof
entitlements, quality of their employment and woiki analysis (Lund-Thomsen, 2013). The selection ofifiwas

conditic_)ns (Barrientos et _al., 201.1)' These faoéts_()(_:ial based on a purposive sampling technique (Onwueglfizi
upgrading are based on international labour orgaioias’ Leech, 2007) because it helped to reach the patenti

(ILO) decent work framework, which consists Of‘informants who were in the best position to guitie t

measurabl_e dimfensions _for exa_mple, employmensubject matter (Bryman & Bell, 2015) and becausés it

remuneration, somql protection; and mmeasuraptcgas frequently used by scholars of GVCs (Rossi, 2013).

‘;Qr gxampleh, enablﬂnlg ”ghg" freed?&mMof as_ﬁoora?ijz There were 1,000 total registered firms in 201éhwhte
ignity at the workplace (Deranty acMillan, 29 Sialkot Chamber of Commerce and Industry (SCCl}alTo

Existing stqdies of GVCS. have paid particular ettum_to 243 firms were identified that were manufacturingtballs.
understanding the negative outcomes of outsouraing Out of 243 firms, only 80 firms had complete addessor

purchasing practices on labourers’ poor workingditons contact information in order to trace them on Geddiaps.

in GVCs (Bernhar_d_t & Pollak, 2015)' The root C?‘“ee Out of 80 firms, only 11 allowed to carry out thesearch.
poor working conditions at the suppliers’ end assogiated It was also ensured that all 11 firms were of défe sizes

with those occurring at the lead firms’ end; thiéelaexerts (large, medium and small), as per the criteriardefiby the
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Small and Medium Enterprises Development authoritdeveloped and organized by the government of Rakist
(SMEDA) of Pakistan (see Table 1 for details). Acliog  working in a market governance structure. Firmsdptive

to SMEDA, firms having fewer than 50 employees arenetworks indicated that buyers intervene in theadpction
categorized as small, between 50 and 249 emplogees processes and have strict monitoring mechanisms. Fo
considered medium and those having 250 or more ainstance, the manager of a captive firm recalled th

considered large firms. Size of these firms isiaalt Their [buyers] representative visits the factoryaodaily
because it influences their relationships and thkilities to  basis with their team who checks our productiorcesses
upgrade in GVCs. (Interview No. 1, Production Manager, Football).
Their [buyers] inline-inspection department visite
Table 1: Details of Firms (Cases) assembly line every time (Interview No. 7, Prodowti
Types Total . Total M?:nager, Footb_all). _ o N
F=Firm Size Interviews urther, captive firms highlighted that buyers pbith
G=Government | Workforce Conducted them from using their production plants for othastomers
F1 2100 Large 3 in order to retain competitiveness in the markeankigers
of captive networks highlighted that,
F2 1000 Large 2 The plant where the buyer’s ball is manufacturédhat
F3 700 Large 3 floor no other [competitor’'s] ball will be producetlow,
Fa4 1400 Large 1 whole production for a [specific] buyer is in Unf
(Interview No. 7, Production Manager, Football).
i 1000 Large 3 The production floor where the work of our buyer is
Fé 200 Medium 1 going on, we can’t produce for other customershensame
F7 80 Medium 1 floor (Interview No. 1, Production Manager, Footpal
s o5 Small 5 These findings are in line with others where leatig in
captive networks lock in suppliers in relationshiggs the
F9 45 Smal 2 grounds of asset specificity (fear of opportunisthaviour
F10 43 Small 2 by the other party)(Artz & Brush, 2000). These dtods
G11 26 Small 1 are developed when the complexity of transactisnsigh,
ol 7 and _suppliers are highly dependent on buyers. Hence
suppliers are required to meet buyers’ standardshyin

Source: Authors turn, ensures that continuous orders are made ¢ th
, suppliers. In captive networks, supplier firms cgain

representatives (e.g. HR manager, Factory manag(business benefits by capacity allocation and by pigimg

General manager, Owner, Relationship manager arWith buyers’ paranjeters. and m.onitoring mechani;@n;.
Production manaé)er) wer'e conducted to trace ththe other hand, firms in relational networks witsed

governance structures and economic and social dipgra S‘Fa‘egiF relationships _ that were pased on lorg-ter
trajectories. Qualitative data were analysed udieguctive orientation. A_manager ofa relatl_onal flrm_ mengdn
thematic analysis because the data were collectseldbon As we are in a long-term rglatlonshlp, like a SLC.byear.
earlier existing themes (Fereday & Muir-Cochran@)6). contract or .agreement, we dISC.USS and commumsapes; .
Ethical considerations were observed during allspkaof as strategic partners (Interview No. 3, Relatiopshi
data collection by showing trustworthiness, obtaini Manager, Football).

permission to tape interviews and assuring confidéty . Further,_ in re'a“or_“'?" networks the nature of ietaship
by not releasing individual or firm names at anytpaf is strategic and facilitates the transfer of knagle and

renorting the findinas. communicatipn. The doctrine of core cqmpetgncim@s

porting incing that when firms are engaged in relationships based
complementary competencies, they perform betten tha
internally integrated firms (Cambra-Fierro, Florterez, &

Twenty-one semi-structured interviews with firms

4. Findings and Discussion Whitelock, 2011). In such cases, lead firms provide
_ technological assistance to their suppliers forifezadion
4.1. Governance Framework Analysis of knowledge in terms of systems, designs and peiens

that is available for partners in strategic relasiaips. Such
The findings reveal that out of 11 firms, two were codifications create relational cum modular netvgork
captive networks, two were found in relational netk¢, because, in modular networks, processes are fatlified.
six firms were in a market structure and one un#sw Managers in relational networks identified that,
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Yes, the buyer provided the GBS system, or globethrough contractual

business services. This is standardized acrosswtise

101

agreements to ensure production
capacity allocation or plant allocation to retaiheit

world, and our customer provided a framework onlinecompetitive edge. Further, in captive networksdIéams

Further, if we find any difficulties, they have giv us their

provide their own designs and parameters for pribolucin

email by which we can discuss the issues and ask fsuch cases, lead firms are key drivers in the ingrent of

clarifications (Interview No. 3, Relationship Margg
Football).

Yes, the buyer supported and provided a lot of ginds,
particularly from a quality perspective, that talis how to
improve systems, and they sometimes provided trgion
lean manufacturing, as well (Interview No. 5, Prctitin
Manager, Football).

product and process upgrading. Product upgradinthen
football industry means firms add new products (mvae-
stitch or thermo-moulded) or add other relevantsb@.g.
basketball). Firms in captive networks highlightedt,

Yes, we have changed. We were producing hand-sttch
and machine-stitched balls. Now, for the last 6ryeae
have been producing thermo-moulded balls because th

All the three types of footballs have different rawproduct has a good price and provides a better imag

materials requirements, specifications,
manufacturing processes, weights, bounce, shapeesaitl
prices making a football a non-standardized pradgicins
in market structures are linked with many buyerd are in
a position to produce standardized goods, espgdialhd-
stitched and machine-stitched footballs. In suctwaeks,
the buyers do not provide the design or any parmrset
rather, suppliers develop their own designs that ot
patented. Most small- and medium-sized firms werenfl
in market structures. Table 2 shows firms positignin
various governance structures.

Table 2: Classification of Firms Based on Governance Stmest
and Product Types

(;r);pGe:Vg;r';i;nr:t’) Type of Football Type of Network
F1 Thermo-Moulding| Captive Networks
F2 Machine Stitch Captive Networksg
F3 Mac:rige;&zﬁh / Relational Networks
F4 Hand Stitch Market Structure
F5 Hand Stitch Market Structure
F6 Mac:rir&esfiizlch / Relational Network
F7 Hand Stitch Market Structure
F8 Hand Stitch Market Structure
F9 Hand Stitch Market Structure
F10 Hand Stitch Market Structure
Gl1 Thermo-Moulding| Market Structure

Source: Authors

4.2. Economic Upgrading Analysisin Relation to

Governance Structures

No evidence was found for functional

upgrading (branding, retailing and shifting to atbasiness

designscompared to the machine- or hand-stitched balkeifiew

No. 1, Production Manager, Football).

Firms in captive networks identified that buyerweyi
high prices and better margins as compared to rnsathkat
are key drivers for improvement in product upgradin
Further, process upgrading means supplier firmaiaeq
new technology or improve their assembly line, whis
beneficial to increase outputs and reduce produaioors.
The captive firms highlighted that,

Yes, we installed state-of-the-art technology aatled
experts from Faisalabad and Lahore [cities in RaR]s In
2007, we acquired this technology (thermo-mouldidg |
told you, thermo gives good margins, so we ingtaite
(Interview No. 1, Production Manager, Football).

The above findings are contradictory to the rededmne
in the context of Sri Lanka, where process upgi@adgneen
manufacturing) did not result in high margins (Khktet
al., 2015). However, findings reveal that whiledeidms
do not provide financial support or invest in sfieci
relationships and technologies, they do providdnal
assistance in installing the technology. For exampl

We purchased it all by ourselves, with no financial
contribution by the buyer. They helped a little; bieir
representative came, but our company’'s technieahtdid
80-90% of the work to install it (Interview No. 5,
Production Manager, Football).

These findings are similar to earlier studies whéne
captive networks, lead firms do not create investme
specific relationships because they establish ioglstips
for 3-5 years and can switch if and when new lostco
suppliers enter the market due to low entry basrier
(Khattak , 2013; Lane & Probert, 2009). Findingse
that lead firms provide support to their suppligrs
relational networks to move towards high value-aldde
goods, like moving from football to sportswear (aps,
shoes and goods). One manager of a relational firm

and chainmentioned,

Basically, we are in the sports business, and poetiag

sectors). Only product and process upgrading wergoods and sportswear we recently started (Interbiew4,

witnessed. In captive networks, lead firms loclsiuppliers

Manager-Sportswear, Football).
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In market networks, suppliers are engaged in thnetworks, employment security was found to be high

production of standardized goods, where desigrdumtion
processes and prices are easily imitated by otiygpliers.
Therefore, any change in design or

because lead firms, through their codes of condegtlire
suppliers to issue contracts in both English andiuUr

manufacturin[Pakistan’s national language], in which a probatieriod

processes is not found to be a key competitiveofact of 3 months is outlined. After that, labourers epasidered

therefore,
contractual

lead firms don’'t establish any
relationships with suppliers. In

long-termpermanent. Managers from captive and relationalorwds
markethighlighted that,

structures, the results are mixed. Few suppliersewe Yes, we give written contracts because internationa
engaged in product and process upgrading. One raanaduyers have mentioned this in their code of conduct

mentioned,

guidelines, and also during third-party audit &sthey

Our business survival lies in the improvement oicheck the written contracts (Interview No. 8, HRridger).

products (Interview No. 13, General Manager).
Findings also reveal that most small manufactunesse

Actually, this is not a contract. We issue an apfmoéent
letter in which there is a 3-month probationaryigerAfter

unable to upgrade product or processes due to wesuccessful completion of this, a worker becomesilezg

financial positions. The government of Pakistamlg&hed
the Sport Industries Development Centre (SIDC)ialkst
which uses modern technology to produce footbdltse

(Interview No. 2, General Manager).
The findings indicate that within market structyriésns
of all sizes were present. Large firms were isswimigten

SIDC produces thermo-moulded balls on the requést «contracts, while medium and small sized firms ire th

small manufacturers or agents who help to increaperts
and employment opportunities. This opportunity bagn
availed by small firms and helps to improve theisition
in international markets: ‘Now we are in a posittonoffer
thermo-moulded balls to our buyers due to the abdity
of the SIDC’ (Interview No. 16, Owner). Overall,qoiuct
and process upgrading were witnessed in all thyeest of
firms and in all three types of networks.

4.3. Social Upgrading Analysis in Relation to
Governance Structures

private sector were not issuing any written congraghe
primary reason was that these firms were having
fluctuations in their orders due to which they hiverkers

to meet seasonal demands. Government unit wasigsthe
written contracts. In large firms, all workers ahitng hand-
stitched balls were working within the premisedaiftory,
due to which firms were compelled to issue written
contracts to their workers as prescribed underualews

of Punjab (a province of Pakistan where Sialkdbcated).

HR Manager highlighted that they were observing the
labour laws strictly to protect their market repisa as
well.

The findings indicate that in captive and relationa We are well known firm in Sialkot, thereby we haee

networks, social upgrading is
interests. Through contractual relationships, telfirms
force suppliers to implement codes of conduct thate
monitored and audited by third-party institutions. the
case of non-compliance, the contracts were liablebe
terminated and businesses were at stake. A marnagger
captive network said,

linked with economiccomply with all national rules (Interview No0.13, HR

Manager).

In captive and relational networks, managers’ viems
wages indicated that they follow the wage criteas
required by the government of Pakistan, and leauisfi
were not strict about wage structures. The mainvedsi
behind change in wages are determined by the gowar

The reality is that we do 90% due to pressure frorwhich sets the minimum wage, and supplier firmsoals

international buyers, and they force us to do wisat

necessary for business. (Interview No. 8, HR Manage

highlighted that performance is also a criteriorirtcrease
wages. Managers highlighted that,

These social aspects increase overhead costs, ancOne is minimum wage, as set by the government of

managers from a relational network held the folloywiew:

Yes, the code of conduct has a large impact orepttc
increases factory overhead. For instance, the tipgreost
of this thread plant is (National currency calldRupee”,
plural “Rupees”). 100,000 per month. But due to gbeial
compliances, buyers pay higher prices compare dadht
of the market (Interview No. 9, HR Manager).

These findings are consistent with earlier studibere

social compliance was found to be a prerequisite fo

participation in GVCs and a survival tool for bussses

Punjab [a province of Pakistan]. So, we pay thatd A
second is performance reviews conducted annually.de/
not see the targets; we basically see the qualityark,
punctuality, attendance, behaviour (Interview No.HR
Manager).

The buyer says that you have to pay the workers
whatever is required [set by the government] (kigav No.
12, HR Manager).

In all networks, enabling workers’ rights, speditly
union participation, was not witnessed. To overcdhis

(Khattak & Stringer, 2017). In captive and relaabn 9ap, in captive and relational networks specificala



MuhammaddANISH, Amira KHATTAKJournal of Distribution Science 18-4 (2020) 97510

103

workers-management committee was in place to omeeco where a worker can be placed (Interview No. 6, G&ne

workers’ issues, and meetings were conducted exenth.
Further discrimination was found in registratiom fmcial
security. Permanent staff were being registeredstmial
security, but the labourers who truly needed theseefits
were not registered. Social security contributisrese not
witnessed in all networks.

In small and medium-sized enterprises, it was fotlnad
third-party labour contractors act as a channetdoruiting
and managing employees’ relations and benefitsaimdh
stitched football, machine-stitched football anadrspvear
stitching. Labour contractors were found to haveedi
relationships with firms,
contractors orders and a timeline for completiomer™
contractor is responsible for arranging labourtliget their

Manager).

We face great difficulty in finding trained labowse
because [skilled] labour is short in Sialkot (Iniew No. 6,
General Manager).

Above statements indicates that owners do not want
lose their trained and skilled labourers, partidylan
Sialkot, because trained labour is limited andidiff to
find.

Similarly, process upgrading improvements in firdue
to the incorporation of new technology forces bay&rs
provide more orders that contribute to increasihg t

where firms were giving suppliers’ capacity. Moreover, when supplier cajegiare

improved concerning production, it encourages njobs
and improvement in working conditions that incredse

payment issues and managing their work. In this,wayskill level of workers using newly installed macéiy. To

workers and employers are linked through the cotdra

establish the impact of process upgrading on social

who takes a percentage (commission or fee) as pgymeupgrading, firms were asked whether workers in gewl

This third-party labour contract has been foundifda for

established departments, i.e. a technological mtiatuunit,

firms because it helps to manage seasonal demaasighm are provided more benefits compared to other werker

the right type of workers to their tasks, ensubmia supply

When workers increase their skills by working o th

on a JIT basis and reduce labour and managemetg colatest technology, it changes their

(Rogaly, 2008). However, it significantly affectsetsocial

classification of wage and improves their wages

upgrading aspect by compromising decent workin¢(Interview No. 11. HR Manager).

conditions. First, in terms of wages, work is néged on a

Further, most of the firms were observing singlgtsin

task basis, which compromises the minimum wage ruleorder to manage large volumes that resulted frastalling

Further, lack of other labour benefits like leawmcial
security, enabling rights and exploitation of rightere
observed by not following the overtime rules

4.4. Economic Upgrading Leading to Social
Upgrading in GVCs

All firms upgraded their products and processeshin

capacity. As such, there was no overtime. The memag
stated,

We have enough capacity so we do not have overtime
(Interview No. 14, HR Manager).

However, one firm that installed new higher valueled
technology used overtime because of middle-level
production capacity and a higher frequency and melwf
orders. Product upgrading took place in the ingustly
moving towards high value-added products that Heetter

study. However, social upgrading dimensions wevé n financial and market values. For example, the faibtb

consistent among all the firms. The findings of fresent
study are similar to those of Khattak et al. (2010
found a positive relationship between economic smelal

industry moved from hand-stitched footballs to niaeh
stitched or thermo-moulded balls. It is not easgdtablish
the influence of product upgrading on social upgrad

upgrading in relational networks only in the apparepecause this varies by circumstance, particulady f
industry of Bangladesh and Sri Lanka. In the GVCifferent nodes of the production chain. For ins&@n

literature, lead firms encourage suppliers to ibves
technology to produce a better product that hasgheh
value. Though it is beneficial for buyers to taklvantage
of financial investment by suppliers in processasthe
same time suppliers also improve their positiomwider to
receive more orders. In the present study, firmsevasked,
when new technology is installed in existing famsy do
the factories lay off labourers? The managers edpli

We do not lay off workers, they are trained labosire
We are not using this labour for a single purpdme,we
have several other departments where these watkerbe
utilised. There are at least 15 slots in an assertibé

international buyers in all governance structures,
captive, relational and market, are strict aboupptiars
following specific standards in production and proid that
primarily enhance the quality of the product andtdbute
to safer working conditions. This result is congrao an
earlier study that claimed no relationship betwpersduct
upgrading and social upgrading (Rossi, 2013). This
discrepancy may be because the nature of the chhia is
different. Rossi’s study was conducted in apparélistries,
while this study was conducted in the football isioy
There seems to be no evidence of impact of proaeds
product upgrading on social security and enabligts.
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Refer to Table 3 for the relationship between eatin@and  social upgrading in the football industry of Sialko

Table 3: Relationship between Economic Upgrading and Sadgrading in GVCs

Economic Upgrading Social Upgrading
F-Lylfi?ri Measurable Standards Enabling Rights
G=Gover | Network Product Process Physical Well-Being IS Ee Empowerment
TET Upgrading | Upgrading Income Security
Wages Working e, e Socigl Freedc_)m_ of
Environment Security Association
F1 Captive Yes Yes Yes Yes No Yes No No
F2 Captive Yes Yes Yes Yes No Yes No No
F3 Relational Yes Yes Yes Yes Yes Yes No No
F4 Market Yes Yes Yes Yes NA Yes No No
F5 Market Yes Yes Yes No No No No No
F6 Relational Yes Yes Yes Yes NA Yes No No
F7 Market Yes Yes No Yes No No No No
F8 Market Yes Yes No No NA No No No
F9 Market Yes Yes Yes Yes NA No No No
F10 Market Yes Yes No Yes NA No No No
Gl1 Market Yes Yes No Yes NA Yes No No

Source: Authors
the market structure because these firms mosthagsd)

labour on seasonal and on-demand bases. Thesersiorke
5. Conclusions were paid through third-party contractors that ekpheir
labour. Findings of the study could be utilized fiyyns,
local governments and non-governmental organization
identify and focus on specific areas in GVCs where
economic upgrading not only results in financiatcounes
but translates into social upgrading. The maintiton of
the study was time and financial constraints dugvltich
the views of lead firms could not be obtained. Feitu
research may study the role of institutions (loeeld
international) in social upgrading of suppliers

This research contributes to existing literatureGWiCs
and in particular upgrading by investigating thitience of
different governance structures on economic andakoc
upgrading of firms participating in GVCs. The finds
suggest that product and process upgrading weresged
in all three types of networks. The findings froinet
football industry in Sialkot reflect that buyersyphigher
prices and margins to their suppliers when supplier
upgrade products and processes. These findingsnégae
in the sense that previous studies showed contoagic
results where suppliers upgraded their products an@éferences
processes and were not offered higher prices (Gagas;

Khattak et al., 2015; Tokatli, 2013). These corittmdy  Acquier, A., Valiorgue, B., & Daudigeos, T. (201Bharing the
findings could be due to contextual factors, asrdsearch shared value: A transaction cost perspective ategfic CSR
was done in different contexts and on the typesroélucts policies in global value chaindournal of Business Ethics,
manufactured in those contexts. As mentioned byefBer 1441), 139-152.

: o : Alfaro, L., Chor, D., Antras, P., & Conconi, P. (@).
and Lee (2016) the implications of different gowanoe Internalizing global value chains: A firm-level dysis.

structures on economic upgrading varies due temdiffces Journal of Political Economy, 122), 508-559.
in each sector, industry and country; scholars ar@ppelbaum, R. P. (2008). Giant transnational caters in East
integrating evidence from different sectors andtexts to Asia: Emergent trends in global supply cha@empetition &

generate robust theories that explain which goveraa Change, 121), 69-87.

structure facilitates each dimension of economigraging.  Artz, K. W., & Brush, T. H. (2000). Asset specifigi uncertainty
Social upgrading dimensions were witnessed in fiims and relational norms: An examination of coordinatemsts in
captive and relational networks where economic agigg collaborative strategic alliancesJournal of Economic
took place. The social upgrading aspect was nateewiin Behavior & Organization, 4(#), 337-362.
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