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BACKGROUND
1.
The OECD Initiative for Policy Dialogue on Global Value Chains, Production Transformation
and Development (http://www.oecd.org/dev/global-value-chains.htm), has been launched as part of the
OECD Strategy on Development, and which as of April 2015, counts with the participation of 19 countries
and an Advisory Board of Experts from 9 International Organisations (ECA, ECLAC, ESCAP, ESCWA,
ILO, UNCTAD, UNIDO, WB, WTO).
2.
As agreed by participating countries, the Initiative was requested to carry out country studies on
production transformation and upgrading trajectories (Ref: Concept Note). As part of this stream of work,
in 2014 a Working Group (WG) on Country Studies led by Costa Rica, Uruguay and Turkey, has been set
up to identify a methodology for carrying out the studies. The WG has organised a Meeting with the
contribution of the Ministry of Development of Turkey and TEPAV in Istanbul, Turkey, on October 2nd,
benefiting from participation of UNIDO and UNCTAD from the Advisory Board and a small group of
experts. (The programme, notes for discussion and LoP of the WG meeting are available on the restricted
web-platform of the Initiative). The WG has discussed and improved a draft proposal shared by the
Secretariat and has prepared a “proposal for “Production Transformation Policy Reviews (PTPRs): a new
Policy Assessment and Guidance Tool to Improve the Effectiveness of Production Transformation
Strategies”, which has been shared for discussion at the 3rd Plenary Meeting of the Initiative held in Kuala
Lumpur, Malaysia on October 2015.
3.
Participating countries at the 3rd Plenary Meeting have highlighted that country analyses are
essential for making the policy dialogue an effective peer learning experience. According to
participants, in-depth country studies are useful tools for learning from the experiences of others and
sharing knowledge. Countries highlighted the importance of carrying out in-depth country analysis of
experiences of diversification, production transformation and upgrading with the participation of peers. It
allows identifying how countries can benefit from the participation in global value chains and create
resilient linkages, benefiting from the variety of the experiences of the countries engaged in the network.
Participants agreed on the fact that these studies should aim at:


Providing a guiding framework for policy makers to identify options and actionable policy
responses to promote structural transformation and upgrading in value chains, based on
comparative assessment of countries’ assets, potential and priorities.



Increasing the collective knowledge about the variety of development trajectories and patterns and
on development narratives, based on the in-depth review of countries’ experiences.

4.
Participating countries endorsed the proposal for Production Transformation Country
Reviews (PTPRs). Participating countries highlighted that the PTPRs add value by proposing an original
framework for diagnosis and policy guidance and by constituting a valuable process of policy analyses.
Participants welcomed the timely focus on production transformation and industrial development, as these
issues are coming back in the development agenda. The PTPRs mid-long term approach has been
particularly welcomed. Participating countries highlighted the importance of collectively developing case
4

studies of successes and failures in diversification and upgrading in value chains with a view to identify
key factors for supporting the creation of capabilities for entering into new sectors and activities.
Participants welcomed the three-chapter structure of the PTPRs, with a first chapter providing a snapshot
on country (and/or region within the country) positioning with global and regional benchmarking,
benefiting from the OECD-WTO TiVA database for global trends, and for country positioning, when
available; a second chapter focusing on an institutional assessment of strategy and implementation
capabilities, with a focus on identifying policy complementarities; and a third chapter focusing on a
specific topic and/or value chain as indicated by the reviewed country. The PTPRs are OECD reviews that
are carried out as a joint exercise with UNIDO and UNCTAD, upon availability of funding. They will
count with the participation of UN-Regional Commissions when a country of the region is reviewed and
with the support of the Experts of the Advisory Board of International Organisations. UN-ECA and UNESCAP stressed the importance of this assessment and guidance tool for supporting processes of policy
planning and implementation in LDCs and welcomed opportunities of collaboration in their respective
countries of interest (Cfr. Summary Record of the 3rd Plenary Meeting of the Initiative, October, 2014Kuala Lumpur- Malaysia).
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THE NEED FOR A NEW POLICY ASSESSMENT AND GUIDANCE TOOL

5.
The Production Transformation Policy Reviews (PTPRs) are a new policy assessment and
guidance tool elaborated in response to countries’ demand in the framework of the implementation of the
Programme of Work of the OECD Policy Dialogue Initiative on Global Value Chains, Production
Transformation and Development to support the exercise of knowledge sharing and policy dialogue and to
increase the evidence on varieties of development trajectories (Ref: Concept Note).
6.
Developing and emerging economies, as well as OECD countries, are increasingly looking for
mechanisms to identify ways of adding value to current production patterns and capturing higher gains
from trade and foreign direct investment (FDI), while at the same time generating growth patterns that are
environmentally sustainable and socially inclusive (ECA, 2011; OECD, 2013a; 2014a). After decades in
which development was considered a spontaneous process which would have been automatically achieved
by letting the (global) markets function freely, there is a growing recognition that government choices and
institutions, together with market signals and business choices, and the capacity of each economy to
provide incentives for win-win public-private interactions, play a pivotal role in shaping developing
trajectories and in determining the capacity of each economy to generate jobs, distribute wealth and respect
the environment (Cimoli et al., 2009; Noman et al., 2012; OECD, 2013a; Salazar-Xirinachs, et al. 2014).
This return of the “real economy” dimension into the development debate is also reflected by the
discussions on the post-2015 development agenda (Sakiko Fukuda-Parr, 2012), and in the changes in
development approaches of many developing and emerging economies (ECA, 2011; OECD/AfDB/UNDP,
2014; OECD, 2013a; UNCTAD (2014).
7.
While there is a growing consensus among developing and emerging economies that improving
the current production, consumption and trade patterns is necessary for development, “what to do” and
“how to do it” in the best way and taking into account the impacts of new technologies, changing demand
patterns and the overall changing global economic landscape are still open questions (OECD, 2013a;
UNCTAD, 2013; UNIDO, 2013; ECA/AU, 2013). These concerns are not only relevant for developing and
emerging economies. OECD countries, in turn, are also increasingly discussing how to re-launch growth,
create more and better jobs, retain industrial capabilities and improve their positioning in global markets
(Aghion et al. 2013; EC, 2014, 2010a, 2010b; OECD, 2014a, 2013b).
8.
One of the first demands that the countries participating in the OECD Initiative for Policy
Dialogue on Global Value Chains, Production Transformation and Development have expressed has been
the need to develop a new policy assessment and guidance tool to support the process of strategy setting
and implementation in the realm of production transformation, with a view to supporting the process of
policy dialogue and knowledge sharing and generation (cfr. Concept Note, Summary Records of 1st and 2nd
Plenary meeting of the Initiative).
9.
The reasons for setting up this new policy assessment and guidance tool are multiple, and
include:
 The growing attention (and in certain cases, resources) devoted by countries to the design and
implementation of policies to promote production transformation and industrial development
taking into account the opportunities and challenges posed by the global economic landscape.
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 The return of “industrialisation” and “economic structure” to the development debate, as key
determinants of development patterns and of the capacity of the economy to generate and
redistribute rents (Post 2015 Development Agenda).
 The recognition that designing and implementing these policies in the increasingly complex and
uncertain global economic landscape requires sophisticated diagnostic and articulation capacities
with a growing and varied set of stakeholders.
 The recognition that our economies are increasingly interconnected and that, while planning and
implementing industrial and production transformation policies is a national action, there are
multiple stakeholders with whom this strategy is called to interact, therefore requiring new forms
of partnerships in strategy setting, policy design and implementation.
 Increased demand from citizens and communities on growing accountability of policy choices and
of the capacity of these production transformation policies to deliver solutions that work and that
are not only economically viable, but also socially and environmentally sustainable.

THE PROPOSAL: PRODUCTION TRANSFORMATION POLICY REVIEWS (PTPRS)

What are the PTPRs?
The Production Transformation Policy Reviews (PTPRs) are a new policy assessment and guidance tool
developed in the framework of the OECD Initiative for Policy Dialogue on GVCs, Production
Transformation and Development to support the policy dialogue exercise and the process of knowledge
sharing and creation and peer-learning.
PTPRs aim at providing a guiding framework to policy makers in order to identify options and actionable
policy responses to promote structural transformation, based on comparative assessment of countries’
assets, upgrading potential and priorities.
PTPRs are carried out through peer-review and draw on country specificities and global opportunities
benchmarking.

General objectives
 To provide a guiding framework for policy makers to identify options and actionable policy
responses to promote structural transformation based on comparative assessment of countries’
assets, potential and priorities.
 To increase the collective knowledge about the variety of development trajectories and patterns
and on development narratives based on the in-depth review of countries’ experiences.
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Specific objectives
 To provide a comparative assessment of current economic structure and interconnectedness of
the country, with a view to detecting potentials for change. The diagnosis includes structural and
governance assessment of production and innovation systems in the country.
 To provide an assessment of current strategy, institutional arrangements and financing options
for policy implementation with a view to detecting strengths and weaknesses, as well as
opportunities for improvement.
 To assess, in a comparative way, the positioning and potential for improvement in a selected
industry/value chain with a view to identifying recommendations on how to move forward and
increase the impact of policies.
 To identify key recommendations, based on peer review exercises, to improve policies for
production transformation and upgrading in value chains by identifying actionable policy
proposals, clarifying sequencing and co-ordination requirements.

VARIETY OF EXISTING STUDIES ON WHICH PTPRs CAN BUILD ON

10.
The growing interest on how to mobilise public investment and choices to promote production
transformation in order to overcome current structural weaknesses, sustain growth and achieve higher
living standards, has given rise to a high number of studies, of different nature, scope and theoretical
foundations, which provide inputs on what governments could do to take advantage of the current
economic landscape.
11.
There are numerous studies and tools which provide inputs and/or address, from different
perspectives, the challenges of designing and implementing policies for production transformation. The
following paragraphs identify four main categories of existing studies and highlight in which way they can
contribute to the PTPRs:
1.

Studies on trends, future scenarios of production and trade patterns
There are numerous studies, carried out by think tanks, global research institutes and
international organisations, which provide an overview of global (and regional) trends in the
organisation of production and trade patterns in the global economy (OECD/AfDB/UNDP, 2014;
OECD, 2014a; 2013a, b; McKinsey, 2012; IDA, 2012; UNCTAD, 2013; ECA/AU, 2013;
UNIDO, 2013). These studies are of different nature and have different purposes, but what they
have in common is that they provide an overview of global economic patterns highlighting:
 A fast changing world
 A growing uncertainty about the future
 The emergence and diffusion of new technologies
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 The rise of new actors and powers at the global level
 The growing relevance of interconnectedness and networks for our contemporary
economies
 New preferences and demands on the consumer side.
These studies offer important inputs to the PTPRs by providing insights on identifying global
future trends which could open up new opportunities and challenges for achieving upgrading and
production transformation.

2.

Studies on industrial organisation, GVCs, sectoral studies, firm-level analyses
Recently, there has been an upsurge in studies focusing on how the production and delivery of
specific goods and services is done with a view to identifying options to tap into potential
opportunities opened by the unbundling of production at the global level (Baldwin, 2012).
Among these studies, many make explicit reference to the GVCs framework (GTZ, 2007;
Sturgeon, 2008; Gereffi and Stark, 2001; Kaplinsky and Morris, 2001; Schmitz, 2011); others
focus on new trends on behaviour of firms and are based on firm-level evidence from industrial
and innovation surveys (OECD, 2009; Cimoli et. al. 2011); others focus on cluster dynamics and
evolution and sectoral trends (Malerba, 2004; UNIDO, 2009; Wintjes and Holladers, 2010).
Other contributions propose frameworks to analyse countries’ potential for structural change
(Hausmann and Klinger, 2006; Lin 2012). These studies, beyond the differences, provide relevant
insights on the diagnostics of production specialisation and internationalisation, highlighting:
 The relevance of networks for innovation, production and trade and the specificities of
networking patterns in emerging and developing economies;
 The changes in the behaviour of main players in each industry/sector (e.g. emerging
tendency of re-shoring; new forms of delocalisation; new internationalisation strategies)
 The importance of positioning in global (regional, local) production networks for
development outcomes in the medium and long term;
 The time and costs associated with learning and upgrading;
 The differences across industries and sectors in terms of potential spillovers and linkages.
These studies provide in-depth evidence on how firms, industries and clusters operate in practice
and offer a good base for the diagnostic phase of the PTPRs.

3.

Policy reviews
Many international organisations have developed different methodologies to carry out policy
reviews with the objective to assess trends and identify policy recommendations to improve the
quality and outcomes of the policy-making process. There are multiple reviews which address
specific policy areas which are relevant for the production transformation challenges, such as for
example innovation reviews (carried out by the OECD, 2014b, 2006, UNCTAD, 2012, 2011;
UNESCO, 2009, 2006; among others), skills reviews (OECD, 2014c; 2014d), regional innovation
reviews (OECD, 2013c), and investment framework policy reviews (OECD, 2013d, 1997). These
reviews address specific policy challenges and provide in-depth country assessment of assets,
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advantages, opportunities and threats of the current setting, with a view to identifying actionable
policy solutions for the reviewed countries. Beyond the differences, these reviews highlight
important elements, which can be of help in defining the methodology of the new PTPRs:
 Having a clear framework for comparable diagnostics matters for the quality of the
review process.
 Quality and effectiveness of the institutional setting matters for policy outcomes.
 Monitoring and evaluation should be considered as part of the policy cycle and not as expost checking phases.
 Each country has a different institutional setting which is important to take into account
in the recommendation phase.
 The methodology of the reviews influences their outcomes: i.e. involving peers from
countries has proved to be effective in transforming the reviews into real-time
learning/capacity-building tools for all countries involved.
These reviews not only provide relevant inputs on methodology, but also represent a helpful body of
knowledge on how different policy solutions work in different contexts. With respect to the
production transformation challenges, these reviews offer contributions on important drivers of
transformative change. To address the overall economic transformation objective more needs to be
done on the bundle of investments needed and on the policy co-ordination side.
4.

Road-maps and toolkits for practitioners and policy makers

Different toolkits targeted at practitioners and policy makers are being developed with a view to
supporting evidence-based decision making in the realm of production transformation and innovation
strategies. On the innovation side, there are multiple toolkits and platforms, such as the OECD/WB
IPP (Innovation Policy Platform https://www.innovationpolicyplatform.org/), which is a web-based
and interactive platform about science, technology and innovation policies, providing information
about innovation systems and policies. ECLAC also has a web platform which provides guidance on
theory and practice of innovation policy, including information based on trends, institutional setting
and policy tools, mostly targeting Latin American countries (http://www.cepal.org/iyd/). More recent
are the efforts to develop toolkits for production transformation policies, such as the UNIDO/GIZ
EQuIP toolkit (Enhancing the Quality of Industrial Policies), which is currently being developed and
which provides a comprehensive mapping of industrial specialisation, dynamics and organisation at
the global level, in order to foster evidence-based policy making choices. UNCTAD is working on the
identification of new opportunities for production transformation and export on the base of the
existing industrial structure and available capabilities at country level in emerging and developing
economies.
The
EU
has
developed
the
Smart
Specialisation
Platform
(http://s3platform.jrc.ec.europa.eu/home) which provides information and capacity building tools for
policy makers on innovation and industrial policies, and which serves as a “one-stop shop” for EU
member states in order to facilitate synergies and complementarities between the different EU
programmes which target production development and transformation in the regions of the EU
member states. These platforms which are built following different approaches and responding to
different needs, contribute to provide evidence on:
 Production structure specialisation and evolution
 Assets and capabilities for innovation
10

 Composition of the policy mix for production transformation (emerging) and innovation
(well established)
These platforms contribute to building and diffusing comparative evidence for improving the
diagnostics and to collecting qualitative information about how policy tools are designed, managed
and assessed in different countries.

THE VALUE PROPOSITION OF THE PTPRs

12.
The growing and heterogeneous body of evidence and policy studies on innovation, GVCs and
production transformation is contributing to raising the awareness regarding the importance of policies in
these fields for growth and development. The countries participating in the OECD Initiative for Policy
Dialogue on GVCs, Production Transformation and Development have expressed interest in developing a
new assessment tool to identify policy recommendations in the realm of industrial policies and production
transformation and upgrading, taking into account the impact of globalisation on the effectiveness of
national development strategies (OECD, 2013e and the Initiative’s Concept Note).
13.
Taking into account the demand from participating countries, the variety of available and relevant
studies and approaches in the field, the PTPRs could add value by offering:
 An original perspective: the focus on production transformation. The starting point is the
definition of development as a process of socio-economic change and the identification of
structural change as a necessary, though not unique, step towards development. The PTPRs
therefore focus on challenges (i.e. how to shift from one specialisation pattern to another? how to
upgrade in regional and global production networks?) rather than focusing on policies which
address individual drivers (such as improving innovation, skills, infrastructure, internationalisation,
etc.).
 A forward-looking exercise. Promoting production transformation and upgrading in value chains
is about detecting future opportunities. PTPRs offer policy makers a guiding framework to scan
future opportunities and identify through which policy leverages and public-private partnerships
these opportunities could be exploited. PTPRs provide inputs for actionable policy solutions based
on increased understanding of potential assets of each country taking into account global
challenges and opportunities and mitigating risks.
 A time and territory sensitive assessment. The PTPRs take into account the specificities of each
country, as well as its stage of development. While existing reviews often respond to current
challenges and offer solutions to be implemented in the short term, the nature of the policy
dialogue process across countries of different levels of development calls for medium and longterm perspective for the assessment and recommendation in order to identify what could trigger the
accumulation of capabilities over the medium and long term in different contexts.
 A process of global knowledge sharing and peer learning. PTPRs are developed as a tool for
knowledge sharing and peer learning between countries. They rely on the assumption that
strategies and policies are context and time specific, but that there are overarching principles that
11

can enhance the quality and effectiveness of the policy process. The PTPRs are developed with the
view to contributing to the quality of design and implementation of policies based on open
dialogue and peer review between OECD and non OECD countries, taking into account that in the
current global economic landscape, national boundaries could be too stringent spaces for policy
actions in the field production transformation. Therefore, these reviews have at their core the
interconnected nature of economic processes in the current economic context.

THE CONCEPTUAL FRAMEWORK

Main assumptions
14.
This new policy assessment and guidance tool is developed starting from three main assumptions
which derive from the current context:
 Growth is necessary for development, but there is a need to take into account not only the rate of
economic growth, but also the qualitative dimensions (in terms of the capacity of this growth to be
job-rich, to be inclusive and environmentally sustainable). In this respect, the micro-dynamics that
growth generates in the production structure, the capacity to generate systems which add value
globally and locally, matter, in addition to the pure quantitative assessment of growth.
 Production structure matters for development. What countries produce and trade shapes not only
economic growth but the capacity of economic systems to generate and redistribute rents and
determines overall development outcomes. This tool, by focusing on the production transformation
challenges, can be a relevant contribution to the implementation of the Post 2015 Development
Agenda which is willing to go beyond the previous approach which had overemphasised the social
dimension with respect to the production development challenges. Countries’ abilities to achieve
social prosperity and inclusiveness in the long term are also determined by the economic structure
and the patterns of integration into global trade.
 Policies, in the form of formalised strategies or multiple initiatives, play an important role in
shaping development trajectories and in supporting the transition towards superior development
stages characterised by the accumulation and diffusion of organisational, production and
technological capabilities.
15.
These assumptions have two corollaries which are of critical importance for the policy
assessment exercise:
 Production transformation strategies aim not only at identifying ways to improve current
production and service delivery, but also at inducing transformative change in the economy by
shifting from low knowledge content activities to higher knowledge content activities.
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 The policy domain for addressing the challenge of production transformation and upgrading in
value chains goes beyond one single ministry and/or agency and needs to take into account national
as well as regional and local actors.
The increasingly complex and uncertain scenario calls for bold actions and better metrics1
16.
Manufacturing is changing nature and value chains are undergoing major changes.
Manufacturing is evolving due to the emergence of new technologies and techniques. The inter-linkages
between manufacturing and services are rising due to the growing implications of ICTs for manufacturing.
New techniques are allowing for more customisation in production, increasing at the same time the value
added generated by services in manufacturing output. The diffusion of automation, computerization, 3D
printing and the “internet of things” are influencing the organisation of production at the global level. On
the one hand, companies are more mobile and the opportunities for organising production and service
delivery by connecting activities carried out in different locations increase; on the other hand, the
experience of some countries is showing that there is growing proximity between engineering and R&D
and that there are growing benefits ensuing from the co-location of manufacturing activities and R&D,
contributing to re-shoring activities and to the generation of new innovation hotspots around the globe.
17.
The geography of manufacturing is changing, with new players emerging in the global
market. For example, the share of US manufacturing value added over world manufacturing value added
has declined, especially in the electronics industry, which is more and more dominated by South East
Asian economies. Specialised clusters of competences in given manufacturing activities are emerging in
different locations, increasing the relevance of regional interconnectedness in value chains. As companies
are more mobile, off-shoring patterns co-exist with re-shoring trends. On the other hand, some countries
which have developed domestic capabilities by strongly attracting FDI in the last decades are looking
forward to shift towards higher value added activities.
18.
The future of manufacturing, i.e. how manufacturing will look like in the future, has broad
and different production development and policy implications for countries at different stages of
development. Leaders, emerging players and countries willing to catch up face different challenges and
opportunities that require targeted approaches. A major challenge, will be how to manage the potential
trade-offs between increased competition between countries and cooperation. In fact, on the one hand, as
more industrial hubs develop around the globe competition increases; on the other hand, the ties between
countries for innovation and technological development are growing, and international innovation
partnerships are flourishing, also thanks to the growing internationalisation of economic activity.
19.
The future of manufacturing will change the competitiveness drivers. The impacts of the
future of manufacturing will be on the quantity and quality of jobs created directly by the manufacturing
activities and indirectly by the associated services, on the skills demanded by the private sector and on the
changing nature of the knowledge and intangible content of production. The new forms of manufacturing
are influencing the type of managerial and technical skills required and the quantity and quality of jobs
created. The impacts on employment differ with respect to routinized labour and non-routine applications.
Participating countries highlighted the importance of being aware, ex-ante, of possible changes in the pace
and direction of globalisation of manufacturing in order to design and implement better policies.
1

This section draws on the conclusions of the 3rd Plenary Meeting of the Initiative, held in Kuala Lumpur Malaysia
on October 2014, where participants discussed the draft framework for the PTPRs.
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20.
The future of manufacturing will also be shaped by new consumption patterns and changes
on the demand side. New consumers’ preferences have started to emerge for sustainable production.
Consumers increasingly care for the “values” associated with products and are starting to demand for
transparency on the ways in which goods and services are produced. In some cases, the business sector is
also investing more and more in corporate social responsibility (CSR), in shared-value creation and in
green practices. The green dimensions of value chains has been mentioned as a relevant topic for further
discussion considering the intergenerational impact of production development choices and the challenge
that public policies face in this domain.
21.
The regional dimension of productive integration is increasingly relevant and deserves
further assessment in terms of policy implications. While globalisation remains an overarching feature
for development, countries are increasingly looking at opportunities of development through production
integration and trade within their region, in Africa, Asia and Latin America. Regional markets are
becoming increasingly important not only from the point of view of production and trade integration, but
also for skills circulation, innovation, technology transfer and infrastructure complementarities. Two of the
major common structural weaknesses of developing economies are: i) the lack of medium-large size
companies which could act as triggers of productivity growth in the domestic economy and ii) the
excessive specialisation in few sectors or tasks, which increase the vulnerability of developing economies.
The regional dimension is starting to be seen as a potential solution to overcome these barriers. Regional
integration is not a new topic for developing countries, but the new context is opening up new challenges
and opportunities in this real, and further assessment is needed to better understand the linkages between
the regional and the global dimension of production integration and the policy conditions which are needed
to materialise the benefits of regional integration in the current context of global open economies.
22.
The debate on how to profit from GVCs for development is increasingly linked to the
return of industrialisation on the development agenda. Many developing and emerging economies in
Africa, Asia and Latin America are bringing back manufacturing and production specialisation at the core
of their development agenda. A common challenge highlighted by countries from the three regions in
designing today new policies to promote industrial development is how to take into account the fast
changing global scenario and how to make the most out of it. In this respect, GVCs, their governance and
power structure are determining how production activities are organised in many sectors such as
automotive, electronics, agro-food and textiles, to name a few, and are therefore shaping the opportunities
and challenges of industrial development in many developing and emerging economies. As highlighted by
many countries, a major challenge is to understand to what extent current industrial policies in developing
economies are equipped to take into account the new dynamics of GVCs and make them work for the
development of their economies.
23.
When designing and implementing national strategies and policies, governments are
increasingly called to develop anticipation and adaptation capacities, as well as to capitalize on
learning and upgrading opportunities and to cope with the variety of networks in which they are
embedded, with a view to create resilient linkages. Countries and experts at the 3rd Plenary Meeting of
the Initiative highlighted the value of having an open space for dialogue among a wide and varied
constituency of countries, in order to share experiences on concrete policy and economic challenges in
relation to value chains and production development. Several countries highlighted the importance of
clarifying upfront that growth is a necessary, but not exclusive condition for development, and that
incentives need to be in place to guarantee that growth delivers socially inclusive and environmentally
sustainable outcomes, and that production transformation strategies should take into account these
14

dimensions. Participants highlighted the importance of improving measurement and analytical capabilities
for evidence-based policy making and welcomed the OECD/WTO TiVA database as a key step forward in
improving our capacities to measure the interconnectedness of our economies and emerging trade patterns.
24.
Production transformation strategies entail a broad agenda for policy. The promotion of an
export-oriented culture, the support to the flourishing of entrepreneurial spirit, trade facilitation and singlewindow mechanisms, reduction of red-tapes and of barriers for enterprise development, skills and
technological development, availability of medium and long-term financing for productive investment,
strengthening of country image and reputation, mechanisms for traceability of products and services, the
promotion of linkages between FDI and the host economy, increase in physical and e-connectivity, have
been mentioned among the key factors on which policies could make a difference in terms of creating the
effective conditions for production development and upgrading in value chains. In Peru, for example, the
National Strategic Export Plan 2013-21 (PENX) aims at supporting the diversification of the economy,
which has been for a long time based on natural resources exports. The plan contains several actions to
increase the innovation content of exports, by leveraging on national clusters and centres of excellence, by
promoting the participation of SMEs to value chains and by investing in skills development and
innovation. Participants have highlighted that the creation of production and trade capabilities are not
developed overnight. There are, in fact, medium and long term processes associated with learning at the
individual, firm, production system and institutional level.
25.
Different value chains open different challenges and opportunities for different countries.
Participants highlighted the importance of including analysis of experiences in development, entry and
upgrading in specific value chains in the PTPRs, in order to identify specific factors of success and failure,
good practices and lessons which could be also relevant on a more general basis. The experience of Peru in
the value chain of alpaca, for example, shows the importance of developing partnerships with world
leaders’ industrial designers in order to increase the value added of domestic production and to enhance the
learning within the firms involved in the alpaca cluster. It also reveals the importance of setting up
traceability systems to reveal “who does what” in the value chain, as highlighted also by the experience of
Uruguay in the meat sector.
26.
Many countries share the challenge of increasing the value added generated domestically.
Some countries are looking for options to maintain their achieved leadership in dynamic areas, such as the
case of Malaysia in electronics. Others are looking to increase the sophistication of the activities carried
out domestically, as in the case of Costa Rica, where the government has started to prioritise the attraction
of FDI in knowledge-intensive activities. Peru is engaged in promoting diversification from natural
resources by fostering upgrading in several industries where the country has natural advantages. The
quinoa is a case in point. The experience of Peru in promoting the shift for exports of grains to the export
of processed food products is showing a high capacity to strengthen domestic capabilities, building country
image and being adaptive to capture the opportunities arising from chaining demand patterns in Western
countries, including the US, France and the UK, where consumers are increasingly looking for more
“genuine” and “bio-processed” food items. The development of capabilities in the quinoa value chains is
happening through coordinated action between producers’ associations, government institutions and trade
unions, resulting in an 80% increase in exports of quinoa-based products, between 2011 and 2013.
27.
Planning for change is increasingly needed. But different country experiences show that plans
are meaningful only when they are backed up with resources, implementation capacities, and close
monitoring and evaluation, and when mechanism for feedback from evaluation are in place to reform the
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policies when needed. In Malaysia, for example, manufacturing was prioritised in the 1970s for job
creation and the emphasis on S&T and innovation came only at a second stage. More recently, the
Economic Transformation Programme (ETP) has the objective of contributing to the national objective of
achieving the status of a developed nation, by increasing the income per capita up to USD 15 000 by 2020,
through FDI attraction and job creation. The ETP identifies 12 National Key Economic Areas (NKEAs) in
which the country is planning to increase the domestic value added and international penetration, as well as
six Strategic Reform Initiatives (SRIs), including a strong trade facilitation agenda. In Turkey, The Turkish
10th Development Plan (2014-18) aims at promoting a structural transformation of the Turkish economy
based on the country’s core values and expectations, to ensure high, stable and sustainable growth. The
plan targets an increase in GDP per capita from USD 16 000 to USD 25 000 by 2018 and to reduce
unemployment from 7.2% to 5%, by promoting increased participation and upgrading in value chains. The
plan also includes targeted policies to promote development in the different regions within the country.
28.
Production transformation strategies are very difficult to manage in practice. The
experience of different countries has shown that it is very difficult to identify sectors in which the potential
for growth is strong and in which the learning potential/spillovers are the highest. This is true not only
because in developing economies data for sound economic assessment are often missing, but also because
there is a high level of uncertainty associated with the future. The experience of the OECD countries over
the last decades has shown that the institutional capacities required to manage sector or technology-specific
policies are higher than the capabilities required for policies acting on framework conditions. Therefore,
when engaging in technology and sector-specific programs countries tend to perform better when they put
in place, in parallel, monitoring and evaluation systems and incentives for checks and balances. Success
and failure stories in participation and upgrading in GVCs and in the creation of new industrial and
services capabilities exist, to different extents, in all marco-regions. Beyond the differences, some common
lessons learned from the past are:
 Sequencing and coherence between policies matter. For example, incentives for production
development work better when actions to remove barriers to growth are also planned and
implemented accordingly.
 The objective of the policy action needs to be clarified ex-ante to allow for assessment ex-post. In
fact, policies and the associated institutional capabilities, differ when the policy objective is job
creation, achievement of technological leadership or exports diversification.
 Evaluation should be part of the policy cycle and data for assessment need to be built since the
inception of the policy implementation;
 Planning the exit-strategy for policies is important as well as developing as much as possible
objective criteria for assessing when that specific action is needed and when there could be a need
for reform, and towards which direction;
 Keep the outliers in mind and identify mechanism to factor in voices for change. Public-private
dialogue and partnership are essential for production development strategies, but it is important to
identify mechanisms to let new firms come in and experiment.


Facilitate service development in parallel with industrial development to increase synergies.
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 Take into account up-front the territorial dimension and impact of transformation and upgrading
strategies.
29.
As countries are increasingly active in implementing policies to promote inclusive and
sustainable development through production transformation, investing in better data and improved
capabilities for data analyses and establishing mechanisms for policy feedbacks becomes essential.
Institutional capacities are needed not only to improve and expand existing databases, but also to carry out
data analyses for advising policy making. Increasing countries capacities to use the newly developed data
is an important step in elaborating better policies. Domestic capacities to analyse and interpret these data
are important because they can also contribute to enriching the interpretative framework by complementing
the evidence from input-output table-based analyses with case studies and evidence from additional
sources. International Organisations and several countries are investing in improving the capacity to
measure trade and production organisation at the global and regional level. In particular, the OECD/WTO
TiVA database has in a short period of time established itself as a key tool to better understand trade and
global value chains in an increasingly interconnected world. The OECD will continue to seek
improvements in the quality of TiVA data through the creation of regional partnerships of capacity
building programs and through bilateral engagements with countries interested in inclusion.
A common challenge for developing countries is to identify ways to make GVCs work for SMEs
30.
A key dimension in making production transformation strategies work in practice is the
capacity to make GVCs work for SMEs. SMEs face specific challenges for participation and
upgrading in GVCs. SMEs participation and upgrading in GVCs is not automatic and requires targeted
policies. Targeted policies matter in facilitating participation and upgrading of SMEs in value chains.
These policies act on several fronts, from simplifying access to finance, to provision of business,
management and technological services, knowledge exchange platforms, business matching and
information sharing, signalling and standard-matching certifications, vocational training, as well as direct
financing. There are also more horizontal policies which contribute to facilitate the engagement of SMEs
in value chains, such as interventions to support country image and branding that enhance the reputation of
local suppliers and production clusters. Countries have shared different experiences in the promotion of
participation of SMEs into value chains. Three main issues have been highlighted as common lessons
learned in terms of good practices:
 Having the right information at the right time. Simplification and harmonisation of procedures
have been mentioned as key success factors of policies for the promotion of SMEs development.
In Malaysia, for example, the Ministry of International Trade and Industry (MITI), through its
operative and financing branch, SMEs Corp, has invested in simplifying loan forms for SMEs by
engaging in an active dialogue with several banks, so that a unique, standardised, user-friendly
loan form has been adopted. SMEs could fill one and apply for financing to different banks, in
order to maximise the opportunity of accessing finance. SMEs Corp reported that after the
introduction of this measure, the number of approved loans for SMEs has increased. In addition,
policies can help to reduce information asymmetry between investors and financing agencies and
firms, by pre-screening and assessing companies’ potential through trustable assessing and
qualifying mechanisms. In Malaysia, SMECorp developed the Enterprise 50 (E50) award
programme, which recognizes the achievements of Malaysia's enterprising small and medium
companies. Fifty winners are selected from their financial capabilities, operations and
management skills, amongst the nominations received. SMECorp also developed SCORE A, a
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diagnostic tool used to rate and enhance competitiveness of SMEs based on their performance and
capabilities, in order to facilitate linkages of potential SMEs with large companies and link
export-ready companies to Malaysia External Trade Development Corporation (MATRADE).
 Connecting companies and promoting collaboration. Several countries have reported their
policy experiences in connecting SMEs through cluster development programs managed at the
national and regional level. In Singapore, for example, the Ministry of Trade and Industry (MTI),
is working closely with intermediary institutions, such as the Trade Associations and Chambers of
Commerce (TACs), to map the major challenges faced by producers in key sectors of the
economy and to support the generation of consortia between suppliers and user-firms to address
these challenges. Governments also support SMEs’ internationalisation and engagement in
regional and global value chains. These suppliers’ development and business linkages
programmes are often implemented in partnership with the private sector. These programs aim, on
the one hand at connecting local suppliers with MNCs, and on the other hand at enhancing
learning dynamics in domestic companies, to promote future upgrading and shift into higher-value
added activities. Governments also provide complementary services to assist SMEs in entering
foreign markets. In Singapore, for example, the Ministry of Trade and Industry (MTI) provides a
Market Readiness Assistance (MRA) Grant, offering services such as business matching,
adaptability to foreign markets and legal and fiscal advisory. MTI also provides business
mentoring services on branding and e-commerce strategies. Other institutions are also active in
promoting the engagement of local suppliers in value chains, such as development and
cooperation agencies, as for example the Aid for Trade initiative and the actions of development
banks, such as the European Development Finance Institutions (EDFI).
 Promoting country’s image. Country’s image and reputation matter in facilitating the attraction
of FDI and in establishing win-win suppliers-clients relationships. Policies and intermediary
institutions, such as chambers of commerce, support the generation of a country’s image. In
addition, governments can play an important role in setting standards and systems for the
traceability of products, as the experience of Peru and Uruguay shows. An increased number of
countries, such as Peru, are investing in national branding strategies and traceability initiatives,
which, even when they target specific sectors and activities, end up generating a horizontal/crosssectoral intangible asset, leveraging on a territory’s reputation. These intangible assets increase
SMEs reputation and contribute to strengthen SMEs bargaining power as suppliers. In some
countries, local agencies are also involved in providing SMEs certifications upon the achievement
of certain types of standards to showcase success stories, contributing also to the promotion of an
entrepreneurial culture.
31.
There are several challenges in effectively manage policies for the promotion of SMEs
upgrading in value chains. In particular the three following pitfalls should be avoided:
 Duplicating efforts. Many countries have stated that creating synergies between the multiplicities
of actors involved in SMEs support at the national and local level is essential. Avoiding the
duplication of efforts and developing “single-windows” information portals for SMEs has been
highlighted as a good practice for increasing the impact of policies by many participants.
 Limiting competition. In certain cases, it has been highlighted that SMEs have been excessively
protected thus hampering their dynamism and strive for excellence. Participants highlighted the
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importance of setting up the right incentives to allow learning by competition among SMEs within
countries.
 Underestimating the potential of supra-national/regional cooperation. Many suppliers’
development programmes and supports to clusters have been focused on maximising the potential
of territorial proximity among suppliers, in order to strengthen the domestic value chain. In parallel
to this, some countries have highlighted the potential of addressing regional production networks
as relevant spaces for strengthening production capabilities and fostering the creation of regional
value chains.
The 5 pillars of successful transformation and upgrading strategies in contemporary economies
32.
The current economic landscape is undergoing major technological, demand-side and
geopolitical changes, and there is high probability that the future will look considerably different from the
past. The uncertainty and complexity of the current setting call for more sophisticated policy approaches to
promote production transformation and development, which need to take into account upfront the
opportunities and challenges of developing in a globalised and interconnected world. In this context,
assessing a country’s current specialisation and potential for transformation and identifying the role for
government and business is a complex task. The PTPRs add value to the current process of strategy setting
and policy implementation by providing a simple and focused way to assess and benchmark countries’
capabilities and potential for transformative change.
33.
The PTPRs propose an interpretative framework for assessment and recommendation which
takes into account the characteristics of the global economic landscape in which countries are embracing
production transformation strategies as the starting point of the analysis. The PTPRs focus on assessing
countries’ capabilities and potential in five domains (Anticipation capacity, Adaptation Capacity, Learning
and Upgrading Potential, Interconnectedness Propensity and Embeddedness Potential). These five pillars
derive from the recognition that there is no unique model of development. Countries develop and achieve
upgrading in a variety of ways. Their performance is determined by a mix of internal and external factors
and by the effectiveness of the mix of existing capabilities.
34.
In particular, in the current economic landscape, five features have been identified as distinctive
in explaining the success of the capacity of economic systems:
 The capacity to be forward-looking
 The capacity to be flexible and react to changing circumstances
 The capacity to activate learning dynamics and to engender self-discovery processes
 The capacity to deal with increasingly complex networks
 The capacity to create resilient linkages and create/retain value.
35.
Based on the features identified above, the PTPRs focus on assessing countries’ readiness and
potential for transformative change taking into account countries’ specificities and international
benchmarking. Figure 1 illustrates the five-pillar based framework for the PTPRs (Figure 1)
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Figure 1. PTPRs’ interpretative framework
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Source: Author’s elaboration.

36.

The five pillars of the PTPTs are defined as explained in Figure 2.
Figure 2. Definitions of the 5 pillars of the PTPRs

Anticipation capacity

• The capacity of the private and public sector to detect future
opportunities, factor in voices for change, and anticipate change.

Adaptation capacity

• The capacity of the private and public sector to adapt to external
conditions and take actionable steps.

Embeddedness potential

•The capacity of the private and public sector to create long-term
linkages and capture/retain local value.

Interconnectedness
propensity

• The density and variety of networks in which the agents of the
production and innovation systems, as well as government
institutions, are involved and the capacity to deal with them.

Learning and upgrading
potential

•The quality and quantity of the learning base and the system’s
attitude towards learning by doing and knowledge accumulation.

Source: Author’s elaboration.
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37.
Anticipation and adaptation capacities are key features of a policy framework capable to
cope with the increasingly uncertain economic setting. Many countries are embracing policies to
promote industrialisation as a way to sustain growth while at the same time achieving social and
environmental sustainability. Many countries are also showing a renewed attention towards manufacturing
and the linkages between manufacturing and services. In this context, some countries are taking steps in
increasing the government’s capacity to anticipate change by increasing the dialogue with non-government
actors, including civil society, the scientific community and the private sector. Chile has set up a
Commission in the Senate focused on discussing future trends to identify how policies can be better
informed and take actionable steps, taking into account the epochal changes the global economy is
undergoing in this context. Ireland counts, since 1997, with an Expert Group on Future Skills Needs
(EGFSN), which advises the Irish Government on current and future skills needs and on other labour
market issues that will impact on Ireland’s enterprise and employment growth. The EGFSN provides skills
foresight and benchmarking, strategic advice on education and training for skills development, data
collection and analysis on the demand and supply of skilled labour and monitoring and implementation.
38.
The density and variety of networks in which firms operate as well as the capacity of
government institutions to operate in networks and coordinate are increasingly important
determinants of success. For example, the stability and variety of client networks for supplying
companies increases their capacity to cope with growing competitiveness pressures. At the same time,
governments increasing need to be endowed with capacity to coordinate and operate in networks to deliver
better policies. Coordination matters between levels of government, between ministries and specialised
institutions, and between public and private actors. For example, public-private partnerships are
determinant in getting the right skills for upgrading. Building the right set of skills is a key feature of
success for transformation and upgrading. In the new fast-changing context, concerted actions between
national and local governments and the business community have proved successful in training workers
and managers in an effective way. Intermediary institutions, such as Chambers of Commerce, are proving
to be instrumental in promoting learning and upgrading of capabilities in Small and Medium Enterprises
(SMEs). Malaysia is considered a success case in skills upgrading. Some major factors highlighted as
crucial in its success have been the flexibility of the training system and its capacity to get the companies’
experts to teach so that trainees get the most up-to-the-business training. For example, in 2014, the
Malaysian-German Chamber of Commerce has partnered with the Department of Skills Development of
the Ministry of Human Resources of Malaysia (MOHR), the German-Malaysian Institute (GMI), other
government institutions and German and Malaysian companies, to deliver a free training programme in
industrial management and in transport and logistics management to SMEs employees. Trainees receive
practical training in their company and theoretical courses at a local training institute. In Malaysia, the
Penang Skills Development Centre (PSDC) is an industry-led training institution active in corporate
training and workforce transformation, which operates in partnership with around 200 among domestic and
foreign enterprises and partner universities. Trainings are implemented in direct collaboration with the
industry, with an active involvement of the private sector in the definition of curricula, training and in the
Centre’s Managing Board, where they hold the majority of seats.
39.
The five pillars (Anticipation Capacity, Adaptation Capacity, Learning and Upgrading Potential,
Interconnectedness Propensity, Embeddedness Potential) will serve as a guiding framework for carrying
out a diagnostic of the country’s assets and capabilities and potential for change (Chapter 1), for assessing
policy capabilities and challenges (Chapter 2) and for discussing concrete policy options to address a
challenges as identified by the reviewed country or for focusing on concrete upgrading opportunities in a
specific value chain, as indicated by the reviewed country (Chapter 3).
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THE PTPRS IN PRACTICE
The structure
40.
PTPRs focus on assessing countries with respect to their anticipation and adaptation capacities,
learning and upgrading potential, interconnectedness propensity and embeddedness potential with a view
to identifying actionable recommendations to improve the quality and impact of policies for production
transformation and upgrading.
41.
The PTPRs will be structured in three chapters. Chapters 1 and 2 provide a diagnostic of the
country’s economic structure and institutional capacity and their readiness to embrace the transformation
path focusing on the five pillars (anticipation and adaptation capacities, learning and upgrading potential,
interconnectedness propensity, embeddedness potential). Chapter 3 focuses on one specific industry/value
chain to discuss in depth the evolution (and/or future prospects). Table 1 presents a preliminary overview
of the outline. The final outline will be elaborated by the Secretariat and the requesting countries.
Table 1. Preliminary structure of the PTPRs

Executive summary (3 pages)
Assessment & Recommendations
(7/10 pages)

Chapter 1 (20/30 pages)

Chapter 2 (20/30 pages)

Chapter 3 (20/30 pages)

Short summary of key findings
Main findings and recommendations based on analyses from
chapters 1, 2 and 3.
Diagnostics, trends and potential opportunities
- Qualitative and quantitative snapshot and benchmarking of
the country’s performance (A key set of indicators will be
selected to offer a comparable benchmarking exercise).
- Scenario and future setting
- Opportunities and challenges
Country strategy, institutional framework and financing
- Overview of the country strategy
- Assessment of institutional and financing framework of the
policy mix (including monitoring and evaluation capacities)
(A key set of indicators will be selected to offer a
comparable benchmarking exercise).
- Opportunities and challenges for policy implementation with
a focus on policy complementarities and on policy
coordination.
Special focus (as proposed by the reviewed country)
- Identification of country’s opportunities and challenges and
benchmarking
- Comparative assessment of experiences in peer countries to
identify key steps for improvement
- Assessment of policy opportunities and challenges
(institutions, financing & co-ordination)

Source: Authors' elaboration.
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Methodology
42.
PTPRs will be carried out on countries’ demand and will be discussed in the framework of the
Plenary Meetings of the Policy Dialogue Initiative.
43.

PTPRs are carried out in a 8/12-month framework.

44.
The PTPRs will focus on adding value by generating new information and analysis on forwardlooking issues and by taking advantage of the possibility to discuss the main challenges in the framework
of the initiative’s plenary meetings.
45.

PTPRs will be carried out benefiting from:
 Expertise of a local team in the reviewed country. The reviewed country will set up a local team
with key government stakeholders in the areas of relevance for production transformation,
internationalisation and GVCs and, eventually, key country experts. The local team leader should
ideally be the delegate to the initiative.
The local team is expected to:
 Contribute to the brainstorming on the identification of challenges and potential opportunities
for the country;
 Propose the selection of the peers;
 Provide the necessary background information for the elaboration of the study and co-ordinate
the responses to the review’s questionnaire;
 Organise the field mission’s agenda and ensure access to key contacts/counterparts;
 Review the draft documentation, provide feedback and revise the final report.
 Peer-review process. The reviewed country will select two peers. Peer countries should be, in
preference, participants of the Initiative and/or members of the OECD Development Centre. Peer
reviewers can be from national agencies and/or from sub-national administrations with relevant
expertise in the priority fields of the reviewed country.
 Field mission(s). The process will involve at least a one-week field mission in the country for fact
finding and interviews with main actors, including public sector ministries and agencies, private
sector, universities and other relevant stakeholders. The field mission will involve a scenariosetting exercise to identify opportunities for production transformation and upgrading. During the
field mission it will be possible to organise a half- day awareness event open to the public, in order
to discuss the main issues and challenges with a broader audience. The structure of the event has to
be agreed upon between the reviewed country and the OECD.
 Desk research and background analysis. The review process includes a preliminary phase of
review of existing OECD and non-OECD materials on relevant topics. A questionnaire with key
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questions will be elaborated and distributed to the local team as a starting base for the assessment
exercise. [This part is being developed in the framework of the Working Group on Country
Studies].
 Collaborative approach. The implementation of the PTPRs process requires the setting up of a
DEV-led team responsible for carrying out the study. The team will be composed of DEV staff and
can benefit from the potential participation and expertise of OECD staff specialised in the specific
issues at stake in the review, as well as from the participation and partnership with the experts of
the Advisory Board of International Organisations. The team is expected to:
 Draft the report, revise it and co-ordinate its publication;
 Carry out background research jointly with the local team;
 Mobilise and manage the contribution of the peers;
 Carry out the field mission(s);
46.
The PTPRs will be drafted in English. Translation into other languages will need to be agreed
upfront and taken into account in the definition of budget.
Co-operation with the International Organisations members of the Advisory Board
47.
UNCTAD and UNIDO joined the Working Group on Country Studies at its inception (September
2014), and have expressed interest in co-operating in the implementation of a joint review process.
48.
Co-operation with the respective Regional Commission of the United Nations will be sought
when implementing the review in the countries in each region.
49.
The International Organisations members of the Advisory Board are invited to express their
interest in co-operating in the implementation of this tool.
Outcomes
50.

The PTPRs will provide:
 A comprehensive assessment of where the country stands with respect to selected peers;
 Actionable recommendations for improving policy design and impact for production
transformation and upgrading;
 Increased collective knowledge about varieties of development trajectories and forms of
accumulation of capabilities;
 Stock taking of lessons learned in how governments can face specific challenges in production
transformation and upgrading.
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JOIN US!
Countries willing to engage in a Production Transformation Policy Review (PTPR)
are invited to contact the Secretariat.
Contact: DEV.GVCnetwork@oecd.org

