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Abstract

Despite the proliferation of macroregions worldwide (e.g., ASEAN, EU, MERCOSUR), there
has been limited interdisciplinary research on the impact of these integration schemes on cross-border
regions, with macroregions mainly studied from the fields of international relations or regionalism and
cross-border regions from geography, social sciences, or regional development. This schism has
resulted in weak academic discussions on the effectiveness of macroregional integration in promoting
local economic development at the cross-border scale, and the lack of research tools to push this debate
further. This dissertation takes a multi-scalar approach, conducting a comprehensive analysis of macro-
and micro-level factors, to address this research gap. By developing theoretical, methodological, and
conceptual tools, this dissertation provides a more detailed picture of the impact of macroregional
integration on cross-border regions in South America and sheds light on the relationship between

macroregions and cross-border regions in promoting local economic development.

To measure the impact of macroregional mechanisms on local economic development, Chapter
2 constructs a theoretical framework to evaluate the articulation of local productive capacities across
borders and to domestic and international markets. A comprehensive Systematic Literature Review of
over 10.5 million articles provides an in-depth analysis of the existing literature, highlighting the lack
of consensus and theoretical proposals on this topic. The review results in the selection of 16 sources
that are rigorously analyzed and served to identify 36 ‘connectedness voids’ —barriers to develop cross-
border productive integration— and evaluate the 1260 possible causal relationships between them. This
chapter provides new insights into the cross-border product articulation and the interrelationships
between its development barriers. This approach is recommended for cross-border regions with low
density of productive actors, weak participation of public entities, and emerging agroindustry and basic

manufacturing —specially in Latin America and South and Southeast Asia.

Chapter 3 represents a methodological contribution to the study by providing analytical tools
for both the macro and micro levels. The chapter begins with a review of previous methods and proposes
a statistical analysis and comparative institutional analysis at the macro level. The focus then shifts to
the micro level, where the opportunity to implement Causal Graph Models in border studies is
highlighted, offering an innovative approach that allows mixed-method research and addresses
limitations in data collection due to scarce or disparate datasets in borderlands. In addition, the chapter
provides a well-designed field research method based on 150 interviews conducted in previous field

research experiences, making it a valuable resource for future cross-border studies.

Chapter 4 presents a comprehensive worldwide overview of the promotion of border and cross-

border mechanisms in 100 macroregions, selected and analyzed based on 689 references. This analysis



reveals correlation between both mechanisms and classifies the macroregions into four types based on
their approaches towards Cross-Border Cooperation: non-engaged, cooperative, supportive, and
interventionist. Out of the 100 regions, 42 have participated in cross-border integration, with only 28
(interventionist type) having developed up to eight macroregional cross-border mechanisms by
themselves (e.g., zoning tools, funding mechanisms, cross-border legal structures). The highest number

of initiatives in this regard can be seen in Western Europe, South America, and West Africa.

In order to contribute to the lack of non-Eurocentric comparative studies between macroregions,
Chapter 5 analyzes how the Andean Community (CAN) and the Southern Common Market
(MERCOSUR) target cross-border development as they are the most representative South American
cases. Descriptive and comparative analyses are conducted based on 448 primary and secondary sources.
Although they have different territorial and institutional systems, both CAN and MERCOSUR have
promoted cross-border mechanisms, albeit from almost opposite approaches and with varying levels of
success. Results indicate that their mechanisms have not been very effective due to limitations in
governance, funding, and technical capacity, but highlight potential for improvement through cross-
learning. However, the CAN projects deserves special attention due to its relative success and

orientation towards cross-border productive articulation.

Focusing on the coffee cross-border value chain project of the CAN —considered the best
experience in the region, Chapter 6 evaluates its effectiveness in closing the connectedness voids and
promoting sustainable local development. The field research took place in 18 cities and communities in
Peru and Bolivia and included 105 interviews, 10 technical visits, and focus groups (106 hours of
recordings). Using Causal Graph Models and machine learning tools (confusion matrix), the theoretical
framework is validated by comparing with the 1260 causal relationships observed in the case study. The
analysis indicates that several connectedness voids were covered while the project was in
implementation. However, the progress did not last over time due to the interrelationship between the

voids, especially due to the low connectivity and institutional incompatibility in the cross-border region.

The results of this study suggest that while targeting cross-border development through
macroregional integration schemes has potential, it has not been effectively realized in South America.
This dissertation calls for the development of comprehensive and sustainable cross-border mechanisms,
including concertation mechanisms, special macroregional funds for cross-border initiatives, and
enhancing technical capacities of public officers in cross-border regions. These strategies, if sustained
over time, have the potential to strengthen local productive capacities and drive cross-border

development.

Keywords: macroregions, cross-border regions, productive articulation, cross-border value chains,

local economic development, regional planning, multilateral cooperation, CAN, MERCOSUR
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Chapter 1. Introduction

1. Prelude

From the second half of the last century, supranational regional integration has been considered
as inherently positive and desired by national governments to achieve greater development and insert
themselves in the emerging global governance of economic development (Schiff and Winters, 2003).
In the practice, this long-awaited transaction has not been completely fulfilled since regional
experiences in Europe, Africa, or Asia have shown that growth achieved from political and economic
integration might have led to higher levels of economic, social, or spatial inequality (Fau, 2016; Jetin

and Mikic, 2016; Ametoglo, Guo and Wonyra, 2018; Beckfield, 2019; Santos - Paulino, DiCaprio and

Sokolova, 2019).

The post-cold war rescaling process have brought new institutional and territorial dynamics
such as new regionalisms, governance transfers, or ‘debordering’ nation-state territories (Albert and
Brock, 1996; Jessop, 2002; Koff, 2008; Borzel and van Hillen, 2015a). These have represented an
opportunity for some integration schemes to better address these inequalities by considering a spatial
approach in policymaking and targeting development in specific geographic areas, such as the
borderlands — territories which have a close relationship with the former regional integration processes
(Lombaerde, 2010; Séderbaum, 2017). This is because the proliferation of supranational regions —called
macroregions in the present research— has led to imagine a ‘borderless’ world (Ohmae, 1990; Newman,
2006; O’Dowd, 2010; Hansen and Papademetriou, 2013) where borders are not the traditional
Westphalian barriers between the ‘us’ and the ‘others’ but become inner boundaries or hinges of
integration. Thus, the promotion of cross-border integration across these borders implies a process of

territorial cohesion at a micro-scale within the macroregional schemes.

The European Union’s INTERREG, also known as the European Territorial Cooperation (ETC),
is among the most famous examples of how a macroregion stimulates cooperation across borders,
reinforcing the processes of region-building of the European cross-border regions, and providing
resources to reduce development disparities and increase quality of life (Reitel, Wassenberg and
Peyrony, 2018; Interreg Europe, 2022). However, whether they have achieved this goal is a debatable
issue, with arguments in favor (Heinrichs, Schultz-Zehden and Toben, 2005; Gumeniuk, 2013), and
against it (Harguindéguy and Bray, 2009; Martin-Uceda and Vicente Rufi, 2021). This is even more
complex with other integration schemes because most of them have not built sufficiently mature formal

institutions. Nevertheless, several macroregions around the world have adapted the EU mechanisms,
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interrelated with emerging cross-border mechanisms, or created their own ones according to their
specific contexts, having experiences that should be further explored such as the CAN’s Cross-Border
Integration Zones, the ECOWAS’ Cross-Border Initiatives Program, or the NORDEN-supported
Kvarken Council (Medina and Diallo, 2020; OECD, 2021a; Wong Villanueva, 2022). Thereby, the lack
of consensus in the effectiveness of the EU case and the scarcity of research outside EU (Scott, 1999;
Blatter, 2004) stokes the doubt about whether it is possible to promote development in cross-border

regions from a macroregional approach (Koff, 2008).

The present dissertation is framed under one central research question: Do macroregional
integration schemes promote local economic development in cross-border regions? If so, how?
This chapter interprets this question under the theoretical framework of Multi-Scalar Regional
Relationships to formulate the hypothesis that we want to test. This is followed by displaying the
research sub-questions, objectives and how we plan to develop them chapter by chapter. Finally, we
highlight the scope of this research, its originality, and its relevance for scholars and policymakers
oriented to regional development planning of cross-border regions.

2. Multi-Scalar Regional Relationships (MSRR)

Studying the relationship between macroregions and cross-border microregions implies a
discussion on scales and regions in today’s world*. The boom of globalization and neoliberalist
institutions represented not only the geographical reorganization of production towards the global
integration of trade (Gereffi, Humphrey and Sturgeon, 2005), but also an overaccumulation and uneven
accumulation of capital on a world scale (Harvey, 1995; Clarke, 2001). This internationalization of
capital and reconcentration of financial and productive resources was accompanied by a process of
‘accumulation by dispossession’, where wealth and power were further centralized in a few hands by
opening the economies of non-capitalist territories to trade, and the privatization and commaodification
of public assets (Harvey, 2017). This led to an erosion of the nation-states as the main political-
economic spaces where to anchor economic agglomeration and governance, hindering government
capacities to address uneven urban and regional economic development through macroeconomic

policies (Jessop, 2002).

1 The present section strives to explore the MSRR framework in terms of its main concepts and relationships.
More comprehensive definitions of ‘scales’ and ‘regions’ are in Chapter 2 (Ontology of Scale) and Chapter 4
(Regional Integration & Macroregions) respectively.
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The crisis of the national scale was accompanied by a process of governance transfer whereby
national governments, in order to better address socio-economic disparities, embarked on new territorial
strategies by relocating resources and capacities to other scales, building new ‘competitive spaces’
which can be rearticulated to the global networks of circulation and accumulation of capital (Brenner,
1999; Swyngedouw, 2000). This process of re-territorialization or re-scaling would lead to a
‘Relativization of Scale’ (Collinge, 1996), with new scalar configurations ‘under’ and ‘above’ the
national scale (e.g., cross-border, macroregion, glocalization, glurbanization, etc.), or even outside the
‘physical realm’ (e.g., cyberspace) (Kitchin, 1998; Jessop, 2002; Borzel and van Hullen, 2015a; Dilla
Alfonso, Cabezas and Figueroa, 2022).

The proliferation of scales and spatiotemporal processes have led to a great variety of regional
or socio-political projects, although few of them get institutionalized or become part of region-building
processes (Paasi, 1986; Jessop, 2002; Gualini, 2006). Nevertheless, their production and reproduction
in collective imaginaries, research publications, and policies led to consider them in scales-in-the-
making that can eventually emerge (Metzger, 2013). Thus, a scale is beyond their spatial configuration
metrics (size, level) but it is a ‘Relation of relations’ between geopolitics, territory, culture, power,

history and so on (Howitt, 1998).

Of special interest for our discussion are the ‘interrelation between scalar articulations’ (Jessop,
2002), the ‘relational evolution of scales’ (Brenner, 2001), or the ‘intertwinement of social spaces’
(Lefebvre, 1974), where the production and evolution of scales are relationally determined by its
linkages and positioning with other scales within a relational grid of interdependent processes (Brenner,
2001). Thus, Multi-Scalar Regional Relationships (MSRR) refers to this plethora of relationships
between a multiplicity of ‘old’ and ‘new’ territorial scales that occurs within dispersed inter-scalar
networks, or tangled hierarchies/nested sets of scales (Lefebvre, 1974; Brenner, 2001; Jessop, 2002).
Examples of MSRRs are inter-regional cooperation schemes or also called inter-/trans-regionalism (e.g.,
relationships between macroregions such as EU-CELAC or CAN-MERCOSUR) (Ribeiro-Hoffmann,
2016; EEAS, 2018), interlocalization (e.g., relationship between urban centers in the same macroregion
like Mercociudades network) (Jessop, 2002; Granato and Oddone, 2008), or the relationship between

macroregions and microregions (e.g., INTERREG program linking EU with its cross-border regions).

Multi-scalar regional relationships refer to the inter-connectedness and interdependence
between different regional arrangements located at different scales. Simultaneously, these relationships
can even exist at different scales (relationships happening even within a district or across the world) or
in different dimensions (institutional relationships, economic relationships, social/cultural relationships,
etc.). MSRRs have been a crucial element in the building process of regions and scales, from the most
traditional examples such as how the Westphalian States relate to their provinces through economic

policies, or with rural areas with infrastructure constructions, to most contemporary pictures like our
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research topic. This concept highlights that in our current world, regional development is influenced by
a complex and multifaceted network of connections and interactions between regions at different scales.
Studying these relationships — emerging processes, connectedness, power dynamics, common values,

and so on— can improve the way we make decisions and formulate regional planning mechanisms.

Westphalian Relativization of Scale
System

Macroregions

’-i-

~

7 Multilateral \
mechanisms for )

cross-border

development #

Sy

Nation-States

(EU, ASEAN, CAN, etc.I

L

Subregions

Sub-national (GTI,GMS,ZOCICTN, etc.)

Microregions

-Cross-border regions (CBRs),
Local(s) ,
-Corridor spaces, etc.

A plethora of relationships between a multiplicity of ‘old’ and 'new’ territorial scales

Figure 1.1. Overview of Multi-Scalar Regional Relationships (Author’s elaboration)

The present MSRR framework draws upon a relational view (Massey, 2005a; Allen and
Cochrane, 2007; Allen, 2012) to study geographies of scales, two approaches often considered in
opposition (Goodwin, 2013). The notion of ‘relational scales’ or ‘scalar relationality’, explored by
cited scholars such as Neil Brenner, Bob Jessop, or Erik Swyngedouw, marries both approaches to
understand scales as socio-political constructions relationally contested, relationally linked, and even
relationally constructed (Yeung, 2005). This relational-scalar perspective has been especially
operationalized in actor-network analysis and global production networks chains (Yeung, 2005; Alan
Latham, 2012; Coe and Yeung, 2015), useful approaches to study regions as assemblages, and the

interrelation of their components within the region and between them (Allen and Cochrane, 2007).

The concept of multi-scalar relationships or articulations has been explicitly used by scholars
as a methodological tool to compare spatial planning systems and cultures (Getimis, 2012), to discuss
the effectiveness of spatial planning systems on the relationship between urban and rural areas (Carmo,
2013), or to address economic development issues in center-periphery scalar relations (Brandao, 2019).
In addition, relational perspective of scales goes beyond the rescaling argument (national scale as a

residual of globalization), and reconciliate the contemporary political-economic scales with the
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traditional ones (Mansfield, 2005). Thus, MSRRs serves as a theoretical tool to overcome
‘methodological nationalism’ in cross-border studies (Amelina et al., 2012), while considering the
persistent role of nation-states in reconfiguring scales — as happened during the COVID-19 pandemic
when they undermined (vaccine nationalism) or encouraged (COVAX) regional cooperation (Amaya
and De Lombaerde, 2021).

To study the relationships between regions, we draw upon the notion of ‘connectedness’® —
usually used in graph theory and social sciences to express 1) the existence of links between elements
(potentiality of interconnection), and 2) the quality of those links in their interdependencies
(functionality of the interconnection) (Barnes, 1969; Szyrmer, 1986; Opermanis et al., 2012; Dong et
al., 2020). Incorporating this concept in our MSRR framework, scalar connectedness represents how
well connected are two regions (as sets of interconnected actors, processes, territories, etc.) ‘located’ at
different scales. Thereby, two types of connectedness are particularly relevant for studying MSRRs.
First, institutional connectedness refers to the institutional channels (common institutionality,
institutional quality, etc.) that allows the existence and development of integrated plans or policies,
sharing common values and imaginaries, and coordinated informal or formal actions (Grillitsch, 2015;
Dong et al., 2020). Second, economic connectedness relates to economic channels (e.g., trade networks,
global connections) that allows the existence and development of in- and out- flows (goods, knowledge,
technology, financing, etc.) (Lorenzen and Mudambi, 2015; Lorenzen, Mudambi and Schotter, 2020).

3. Connecting Macroregions and Cross-Border Microregions (MR-CBR)

A specific type of MSRR is the relationship between macroregions and cross-border
microregions (MR-CBR). The study of these relationships has been dominated by case studies and only
few theoretical discussions have taken place. To be more precise, only three research address them
explicitly. First, Soderbaum (2005) stated that MR can trigger reactions and responses in CBRs and
vice versa based on the analysis of Europe (EU and Euroregions), Southeast Asia (ASEAN and growth
triangles), and Africa (AU and Spatial Development Initiatives and Development Corridors). Then, he
proposed three future alternatives for the MR-CBR relationships: fading, complementarity, and
increasing ‘regionness’ (how much a region is a region). De Lombaerde (2010) built on the previous

research by pointing that both macro and micro regions have evolved over time to even converge in

2 ‘Connectedness’ and ‘connectivity’ are related terms usually treated as synonyms, but also used separately to
highlight specific properties of graphs and structures (Barnes, 1969; Szyrmer, 1986; Opermanis et al., 2012;
Diestel, 2017). Our research considers both (the existence of links and the quality of their linking) under the term
‘connectedness’ to not confuse with the notion of ‘connectivity’ commonly used in sectoral integration policies
(e.g., trade & transport connectivity, energy connectivity, etc.). To make a simple distinction, connectedness refers
to inter-relations between scale/regions, and connectivity to intra-relations within a scale/region.
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similar objectives or issues to deal with. Thereby, he defined three types of MR-CBR relationships: top-
down or bottom-up complementarity (e.g., EU and CAN), competition (e.g., AU), and systemic
parallelism (e.g., ASEAN) (Table 1.1). Finally, Soderbaum (2017) discussed about the poor
conceptualization on the topic, the limitations behind this issue, and the need to explore more the
phenomena as there is no cohesive theoretical framework to explore the several regional experiences

around the world.

Table 1.1. Types of interactions between macroregions and cross-border microregions
(based on (S6derbaum, 2005, 2017; Lombaerde, 2010))

Types of MR-CBR relationships

Top-down complementarity (multilateral development mechanisms):
MRs promote policies and incentives to target problems in CBRs.
MRs facilitate the generation of trust across borders.
MRs incentivize CBC by promoting common polices/objectives.
MRs bring border areas at the center of macroregional integration.
Examples: EU, CAN
Complementarity | Bottom-up complementarity (concertation mechanisms):
e Interaction between stakeholders related to CBRs calls for creating or
modifying current MR regulatory framework.
e CBRs represent geoeconomic projects or engines to promote regional
economic integration.
e CBRs as building blocs to pave the way for MR integration.
o Example: EU, ASEAN
Incompatible or Competing development models:
e MR tries to prevent projects at micro-level scale.
Competition or e Tax-exemption zones at micro-level can distort MR integration.
Substitution e CBRs are designed as economic projects to avoid the burden of macro-level
politics or bureaucracy.
o Examples: Africa, Asia
Soft regionalism and shared values & logics:
e MR-CBR relationship is determined by common set of values (historical,
Systemic cultural, political, institutional, or economic).
Parallelism e MR-CBR relationship is based on similar logics to respond globalization and
economic transformation
e Example: ASEAN

Since early 2000s, scholars have pointed that MR-CBR relationships have been understudied
(Soderbaum, 2005). This literature gap is due to the division between international relations and
regional studies, and the presence of fixed and pre-given regional delimitations — two problems that
have led to the generalization of dynamics to avoid the complexity/heterogeneity that demands regional

interdisciplinary studies (Soderbaum, 2017).
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First, the analysis of macroregions have been mainly studied from international relations
specialists and economists in regionalism studies to answer questions related to economic and trade
integration, globalization and global order, security cooperation and regional governance (Gamble and
Payne, 1996; Hettne and Soderbaum, 1998; Lombaerde, 2010). By the other side, cross-border regions
are a central element in border and cross-border studies and have been explored by social scientists such
as geographers, sociologists, economists, anthropologists, and so on, focusing their discussion on the
local dynamics and flows, cross-border networks and cooperation, and sociospatial practices,
imaginaries, and spatialities (\Van Houtum, 2000; Amelina et al., 2012; Wong Villanueva, Kidokoro
and Seta, 2022). Thus, the lack of interdisciplinary approaches — most research interconnecting them
have been case studies— have undermined the development of theoretical and methodological tools to

explore the MR-CBR relationships.

Closely related to the first issue, the lack of interdisciplinary approach has led to conceptual
limitations and the predominance of fixed and pre-given delimitations (Soderbaum, 2005, 2017). Four
limitations are found in the communion of geographical and sociological accounts in international
relations. First, the ‘territorial trap’ (regions as containers( of the field have limited to the study of
regionalism into scales that are taken as closed and bounded, where regions are mere ‘containers of
societies’ (O’loughlin and Anselin, 1991; Agnew, 1994; Cohen, 2014). Second, there is a tendency
towards a ‘socio-spatial fetishism’ or reifications of regions and nations (regions as agents), where the
power relations, dynamics, and complexities are encapsuled in ‘agentic capacities’ attributed to spaces
(Tamaki, 2015; Testa, 2015; Paasi and Metzger, 2017; Paasi, 2021). Third, there has been an
‘institutional reductionism’ (regions as entities), linking macroregions to the existence of an
international organization without considering the different region-building processes imbued in the
‘becoming of regions’ (Paasi, 1986; Metzger, 2013). Finally, regionalism studies have been criticized
by considering regions by default (regions as pre-given) and not as spatiotemporal processes of ‘coming
together’ or better said, their emerging, organization, recreation, and assimilation in collective
imaginaries and regionalization dynamics (Pred, 1984; Law, 1992; Callon and Law, 1997; MacLeod
and Goodwin, 1999; Latour, 2005; Marres, 2005; Metzger, 2013).

As explained, the lack of an interdisciplinary approach to study of MR-CBR relationships
have led to theoretical, methodological, and conceptual limitations that do not only leads to the
generalization of the phenomena but also hinders the comprehension of the institutional and economic
connectedness — issues that we need to address in this research. However, one question is still pending:
why to study MR-CBR relationships? Aside from the academic contribution on scalar relationality,
a central motivation for the study of MR-CBR relationships is that “under certain circumstances,
regionalism will be exclusionary, exploitative, or reinforce asymmetries and imbalances” (SOderbaum,
2005). Connecting with our opening discussion, the lack of connectedness between macroregions and

cross-border regions can lead to economic, social, or spatial inequalities or uneven development in the
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latter. There are several case studies around the world that shed light on this issue, and the need to give
more importance to this research niche towards bringing development to borderlands and ‘leaving no

one behind’.

We start this discussion with Europe and especially the European Union as it is the most studied
and developed MR-CBR relationship according to European scholars (Soderbaum, 2017). Cross-border
policy took a central role in the ‘European Territorial Cooperation’ (European regional and cohesion
policy) to reduce social and territorial asymmetries across borders with mechanisms such as the
European Regional Development Fund (ERDF) or INTERREG (Reitel, Wassenberg and Peyrony,
2018). In other words, these mechanisms represented means to integrate politics and economics in
“deeper and more extensive forms of democracy capable of encompassing production and cross-border
contexts” (Anderson, 2001). Looking closer to the cross-border reality, Kaucic & Sohn (Kaucic and
Sohn, 2022) mapped more than 200 cross-border cooperation initiatives in Europe (between
INTERREG initiatives, CBRs, or cooperation networks), leading to the conclusion that most of them
operated/are operating at a subregional scale (58%) rather than cross-border local one (28%), echoing
previous research (Terlouw, 2008; Varro, 2014) about how top-down funded projects as INTERREG

are not exactly “concerned with the integrated spatial development of the cross-border territory”.

Focusing on the INTERREG projects, Wassenberg & Reitel (Wassenberg and Reitel, 2015)
highlighted the increase of projects from 14 initiatives by 1989 to 100 ones in 2020, becoming more
complex, intensive, and suitable for a wider range of objectives, participants, and targets (Table 1.2)
and reducing the distances between stakeholders across borders and promoting a joint European
framework of decentralized management (Reitel, Wassenberg and Peyrony, 2018). Even more, the
proliferation of European CBRs has been closely related to the implementation of INTERREG as a
territorial innovation strategy or ‘institutional entrepreneurship’ where border actors could articulate
with international actors such as the European Commission or the Association of European Border
Regions (AEBR) (Perkmann, 2003), with the development of around 20,000 cross-border experiences
across EU borders (IN74). However, the budget increase has not been enough to ensure territorial
cohesion of cross-border regions, eliminate high economic disparities across borders, nor reduce social
tensions between border populations due to the impact of nation-state-specific conditions, the lack of
professionals in CBRs to design technical dossiers, marginal interest from public authorities, or lack of
involvement of local actors or economic stakeholders (Jouen, 2003; Perkmann, 2003; Wassenberg and
Reitel, 2015, p. 35).
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Table 1.2. The three strands of INTERREG (Wassenberg and Reitel, 2015)

Strands Spatial emphasis Integration Stakeholder level
A. Cross-border Proximity Contiguity Local, regional
B. Transnational Cohesion Planning as the overarching Regional, supraregional,

theme (transport, environment, national
etc.)

C. Interregional Network Interactions Regional, supraregional, local

Sources: INTERACT, The Community Initiative INTERREG; LRDP LTD, Ex-post Evaluations

These general studies can be complemented and supported by several implemented case studies.
Scholars evaluating the policy and projects (2007-2020) in the Spain-France border (Martin-Uceda and
Vicente Rufi, 2021) determined that political asymmetries (imbalance of participating actors and
territories, different government capacities, legal and administrative asymmetries) were too strong to
enable good cross-border cooperation (most oriented to local economic development) and therefore,
reduce cross-border inequalities. These results seconded previous research on that border
(Harguindéguy and Bray, 2009) that suggested the low effectiveness of INTERREG in empowering of
local public actors as outcomes depended on their regional autonomy (effective regional
decentralization policy), and cross-border networks (significant capacity in cross-border management
in stable networks). In other border areas, EU-promoted cross-border cooperation has been considered
successful as in the Dutch-German EUROREGIO experience (Perkmann, 2005) or INTERREG Ireland-
Wales (Lagana, 2022), but weak or ineffective in the PAMINA region (France-Germany) (Terlouw,
2008), the Tyrol Euroregion (Austria-ltaly) (Perkmann, 2007b) or in the Jimtland-Trgndelag CBR
(Sweden-Norway) (Shepherd and loannides, 2020), questioning whether INTERREG is the best

framework to support border local actors.

While the European experience brings mix results or conditioned successes, the implementation
of MR-CBR initiatives in America, Africa, and Asia have not been as abundant or as studied as in
Europe. In Latin America, many cross-border cooperation initiatives were promoted by macroregional
integration schemes and decentralization processes that allowed subregional governments to articulate
in paradiplomacy relations (Celata, Coletti and Sanna, 2013; Oddone, 2017). Starting with Central
America, the role of SICA supporting the Trifinio Region (Guatemala-EIl Salvador-Honduras) has been
limited due to the lack of communication channels, no funding mechanisms, weak training of local
public officers, and so on (Coletti and Sanna, 2012). Other mechanisms such as the Lempa River
Trinational Commonwealth were not directly supported by SICA but through the Trifinio Plan

Trinational Commission and presented positive outcomes in terms of water accessibility (Ayala
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Esquivel, Echeverria Rodriguez and Henriquez Figueroa, 2021) but limited ones in food security
(Juérez Velasquez, 2013). In South America, the Andean Community (CAN) and MERCOSUR also
reported several mechanisms to promote cross-border cooperation. However, among the most important
ones, the CAN’s Cross-Border Integration Zones (ZIF) were not as effective as expected, with territorial
scales larger than the nature of cross-border dynamics (Ramirez, 2008). MERCOSUR’s FOCEM or
Structural Convergence Fund emerged as a mechanism similar to the ERDF, but with a limited impact

on cross-border regions (Ferreira, 2020).

In Africa, cross-border cooperation has been envisioned as a decolonization mechanism and
means to resolve border disputes across poorly delineated borderlines (Brunet-Jailly, 2022). The
African Union Border Programme (AUBP) represents the most developed and inclusive tool for cross-
border cooperation in the region (Asiwaju, 2012), although its follow-up in more tangible actions
depended on the Regional Economic Communities (RECs) (other African macroregions) — leading to
different degrees and forms of operationalization (Medina and Diallo, 2020). Other studies highlight
the interaction between African macroregions with other formal and informal spatial-economic
configurations such as the Maputo Development Corridor, the Zambezi Valley Spatial Development
Initiative, or the Zambia-Malawi-Mozambique Growth Triangle (Soderbaum and Taylor, 2008).
However, it is debatable whether their scalar arrangements are oriented toward the development of the
local border population, even more so considering the little impact of development corridors on the
reduction of unemployment, poverty, and inequality (Harrison and Todes, 1996; Dzumbira, Geyer and
Geyer, 2017).

In Asia, especially in East and Southeast Asia, there have been a number of integration schemes
at macro, sub, and micro level — although most of them have not been directly articulated or nested to
a macroregional initiative (Brunet-Jailly, 2022). Focusing on ASEAN, scholars have suggested that the
lack of articulated institutionality is, until certain point, replaced by a ‘soft regionalism’ or ‘parallel
evolution’: several scalar arrangements within ASEAN space follow similar sets of values under the
umbrella of the ‘ASEAN Way’ (Lombaerde, 2010; Soderbaum, 2017). Thus, various regional
arrangements have emerged —call them growth triangles, growth areas, growth polygons, export
processing zones, etc.— mainly aimed at promoting economic integration. However, whether they are
considered at subregional level or cross-border level is an on-going conceptual discussion: For example,
while some experts consider the SIJORI Growth Triangle (Singapore-Malaysia-Indonesia) or the
BIMP-EAGA Growth Area (Brunei Darussalam-Indonesia-Malaysia-Philippines) as subregional
schemes (Asian Development Bank, 2013; Ishida, 2013), other scholars name them as cross-border
microregional projects (Soderbaum, 2005, 2017; Lombaerde, 2010). More ‘local’ initiatives can be
found not under the ASEAN scheme, but under the Greater Mekong Subregion (GMS), with spatial-
economic configurations for cross-border productive integration such as the mini-growth triangles
(Ishida, 2013), the GMS Corridor Towns Development project (GMS, 2021), or the cross-border special
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economic zones (Abonyi and Zola, 2014). However, their outcomes have been limited by the
harmonization of their legal and administrative frameworks, access to logistics corridors, or lack of

cohesive cross-border cooperation strategy.

Finally, comparative studies on MR-CBR relationships have been mainly focused on
comparing the European experience with other regional initiatives (SICA, MERCOSUR, African Union,
ASEAN, etc.) (Bricefio Ruiz and Ruiz, 2006; Asiwaju, 2012; Coletti and Sanna, 2012; Nadalutti, 2017),
overshadowing South-South comparative research. Among these non-Eurocentric research, most of
them have been executed within Latin America (Albujar Carbajal, 2019; Wong Villanueva, 2022), and
few with other regions (e.g., Central America and West Africa) (Medina and Diallo, 2020), but all of
them provide an interesting perspective about how similar issues are targeted from different approaches
in different parts of the world.

This brief review of MR-CBR relationships does not intend to provide a comprehensive answer
on the effectiveness of the multiple experiences, but to highlight the importance of how, in different
continents, there are macroregional integration initiatives that strives to facilitate bottom-up processes
—being even the main support for some CBRs. A constant among these investigations has been to
guestion the effectiveness of the various mechanisms aimed at reducing disparities or promoting local
economic development, highlighting the relevance of our research question in today’s world and the
need to bring a better understanding in how macroregions can be more effective platforms for cross-
border integration and development. In this research, we focus our analysis on how macroregions affect
cross-border microregions through multilateral mechanisms for cross-border development —that we call
macroregional cross-border (MRCB) mechanisms (Table 1.1). The opposite is also possible (micro
affecting macro through concertation mechanisms as happened in the development of the European

policy), however, this is subject for future studies.

To study the MR-CBR relationships, we consider the two types of scales connectedness, in the

following way:

e Institutional connectedness expressed as how macroregional organizations promote cross-
border local dynamics and processes through the development of a macroregional cross-border
institutionality (policies, institutions, projects, etc.).

e Economic connectedness expressed as the articulation of cross-border local production
(exporting regions) with foreign markets (importing regions) by inserting the former in

international value chains (global value chains, regional value chains, binational value chains).
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Despite of the mixed results in our previous analysis, there are positive experiences showing
that macroregional cross-border institutionality can promote specific productive goals to increase the
economic connectedness of cross-border regions —with their own macroregion or with other more
profitable markets in global trade networks. That said, our hypothesis states: Macroregional
facilitation of bottom-up processes in cross-border regions (institutional connectedness) can
promote local development by articulating them to international value chains (economic

connectedness).

While our MSRR framework articulates both types of scalar connectedness, it is not clear yet
how this leads to local economic development. To get started, economic connectedness is not a panacea
for income growth or sustainable economic development because, while connectedness or trade can
increase income based on specialization, but it requires a technological accumulation for developing
productive capacities to sustain income growth in the long run (Romer, 1990; Gould, Kenett and
Panterov, 2021). The present dissertation considers cross-border value chains —spatial-economic
configurations that promote cross-border productive articulation— as the economic channel to link up
the concept of economic connectedness with local economic development in cross-border regions.
Drawing upon theories and concepts of global value chains and global production networks and their
limitations for micro-level analysis (Kano, Tsang and Yeung, 2020), we focus our discussion on the
bottlenecks or barriers that cross-border regions face when creating and capturing value in their
insertion in international value chains. Based on development studies on emerging markets (Khanna,

Palepu and Bullock, 2010), we call these obstacles as institutional or connectedness voids.

4. Research Inquires

Our MSRR framework establishes the relationship between institutional connectedness,
economic connectedness, and local economic development, and frames the central research question
and hypothesis for this dissertation. To deliver an answer, we develop the present research in six sub-
questions. The first three questions (Q1, Q2, Q3) are oriented to explore and formulate the theoretical,
methodological, and conceptual tools to understand MR-CBR relationships. The next three sub-
guestion (Q4, Q5, Q6) aim to answer our central question and test the hypothesis. Table 1.3 summarizes

the main statements, questions and objectives of the dissertation.
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e QI1: How to understand and evaluate the articulation of cross-border local production

(cross-border value chains) with international value chains?

To analyze the economic connectedness, we need to explore the theories and concepts behind
them: What is a cross-border value chain /production network? What makes it the best spatial-economic
configuration to study economic development in cross-border regions? How does ‘economic
connectedness’ can be understood with connectedness voids? How do these voids interconnect and

affect the cross-border economic/productive reality?

e Q2: How to evaluate the impact of macroregional cross-border institutionality in the
articulation of cross-border value chains?

This question strives to articulate both types of scalar connectedness by considering a case study

of amacroregional cross-border mechanism and evaluate its impact with our proposed theoretical model.

Focusing on the methodological tools to achieve it, we must ask: How to collect and process the field

data? What analytical tool can be suitable to instrumentalize the theoretical model?

e Q3: How to understand and evaluate macroregional cross-border institutionality?

This question invites to analyze the institutional connectedness but as we have explained, there
is not clarity about the concepts: What is exactly a macroregion? What types of macroregional cross-
border mechanisms exist? Apart from EU, what macroregions are worth to study? How to analyze and
compare them? Among all cross-border mechanisms, what is/are the most relevant one/s to further

explore through a case study?

o Q4: What are the voids and their causal relationships in this case study?
This question focuses on exploring the selected MRCB mechanism, the cross-border region,
and the cross-border value chain to identify the connectedness voids. Based on the collected data, we
explored what kind of problems the MRCB faced (ex-ante evaluation), what were the implemented

measures (project evaluation), and what were the outcomes (ex-post evaluation).

e Q5: Can the theoretical model reflect the Cross-Border Value Chain reality?
Based on the proposed theoretical model from Q1, and the processed data from Q4, this
guestion aims to evaluate its explanatory potential by comparing the causal relationships between the

connectedness voids (theoretical model vs. case study).

o Q6: Did the studied intervention promote local development based on its outcomes and
effects on the existing connectedness voids?
Finally, this question strives to measure the effectiveness of MRCB mechanism to articulate
cross-border local production to international value chains, giving a final answer to our central question,
explaining the reasons behind those results, and proposing policy recommendations for future

interventions.
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Table 1.3. Research Question & Hypothesis (Author’s elaboration)

Research Question & Hypothesis

Research problem:

Mixed results and conditioned successes have led to a lack of consensus on whether it is possible to
promote development in cross-border regions from a macroregional approach.

Central Question:

Do macroregional integration schemes promote local economic development in cross-border
regions? If so, how?

Hypothesis:

Macroregional facilitation of bottom-up processes in cross-border regions (institutional
connectedness) can promote local economic development by articulating them to international
value chains (economic connectedness).

e Institutional connectedness expressed as how macroregional organizations promote cross-border
local dynamics and processes through the development of a macroregional cross-border
institutionality (policies, institutions, projects, etc.).

e Economic connectedness expressed as the articulation of cross-border local production (exporting
region) with foreign markets (importing regions) by inserting the former in international value
chains (global value chains, regional value chains, binational value chains).

Sub-questions:

e Q1: How to understand and evaluate the articulation of cross-border local production (cross-border
value chains) with international value chains?

e Q2: How to evaluate the impact of macroregional cross-border institutionality in the articulation of
cross-border value chains?

e Q3: How to understand and evaluate macroregional cross-border institutionality?

e  Q4: What are the voids and their causal relationships in this case study?

e  Q5: Can the theoretical model reflect the Cross-Border Value Chain reality?

e Q6: Did the studied intervention promote local development based on its outcomes and effects on
the existing connectedness voids?

Research Objectives:

e O1. Construct a theoretical framework to measure economic connectedness.

e 02. Explore institutional & economic connectedness from a macro--& micro approach.
e 03. Identify the main macroregional cross-border mechanisms and compare them.

e  O4. Build the causal network from the case study.

e O5. Validate the theoretical framework based on the case study.

e 0O6. Instrumentalize the causal network for project evaluation.
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5. Dissertation Structure

Based on the presented research inquires, the dissertation divides in seven chapters as explained
in Figure 1.2. Chapter 1 has focused on exploring the Multi-Scalar Regional Relationship between
macroregions and cross-border regions, by delving into the notion of scalar relationality, highlighting
the theoretical, methodological, and conceptual gaps in its study, and exploring case studies around the
world. Thus, the central question of our dissertation arises as a need to fill these gaps and contribute to
this discussion from a multi-scalar & interdisciplinary approach rooted in regional planning &
development studies.

Research Framework

Economic ‘ ’
Connectedness

Q1 Q2,Q3
7 N\
1 International 1
| Value Chains | Macroregions
1 (IVCs) |
: | 1
Notpossiblel Macrore ional Leading
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Figure 1.2. Research Framework (Author’s elaboration)

Chapter 2 (answering Q1) engages in building a theoretical-analytical framework to analyzing
how connected are Cross-Border Value Chains across the borders and with markets embedded in
international value chains. The first challenge that we face is the scarcity of literature and lack of
consensus on cross-border value chain or production networks at that scale, as most research works
focus at global or ‘domestic’ (national) level. Thus, a Systematic Literature Review (SLR) is conducted
to explore all related articles, books, reports, or academic/practitioners sources related to value creation
and capture through production in cross-border regions. Adapting Okoli & Schabram (2010)’s
methodology, the SLR begins by framing the idea of cross-border value chains in four theoretical claims

47



(Ontology of Scale, Neo-Institutional Theory, New Institutional Economics, Cross-Border Governance
Theory) and three main conceptual approaches (Value Chain Approach, Cross-Border Territorial
Development, Institutional Voids).

Sixteen sources are selected and analyzed to explore CBVCs in terms of the definitions imbued
in the existing literature, the relevance (why are they important?) and functioning (how do they work?).
Special emphasis is given to explore the institutional/connectedness voids with a ‘writing-as-analysis’
methodological approach (Augustine, 2014), producing small compositions that embed the definitions,
problematic, potentialities, and opportunities/risks for each of the 36 identified connectedness voids.
By identifying the causal relationships between these voids and conducting a cluster network analysis,
this chapter finalizes by delivering a theoretical framework model to understand how connectedness

voids are interrelated.

Chapter 3 (answering Q2) summarizes the methodological approaches that are considered for
the macro-level analysis (Chapter 4 and Chapter 5), and micro-level analysis (Chapter 6). For the macro
analysis, the methodology for Chapter 4 takes and exploratory approach to select and classify 100
macroregions in terms of their macroregional cross-border mechanisms with a descriptive and statistical
analysis. Chapter 5 methodology explains about the analytical framework (Scott, 1999; Blatter, 2004)
to compare the macroregional cross-border mechanisms from two macroregions: the CAN and

MERCOSUR. This analysis is conducted in five analytical categories.

For the micro-level analysis, we start introducing the Causal Graph Model (CGM) as an
analytical tool to operationalize the proposed theoretical model in Chapter 2. We discuss the pertinence
of CGM in cross-border studies and for our research on cross-border value chains. This is followed by
describing the case study methodology and main decisions during the field study. Finally, we describe
the methodology for Chapter 6 and how we address Q4, Q5, and Q6 based on the CGMs, field study,

and previous chapters.

For our macro-level analysis, Chapter 4 (answering Q3) focuses on identifying and comparing
the position of macroregions towards their ‘internal’ borders by exploring the type of border and cross-
border policies that have been promoted as part of their integration schemes. This chapter starts defining
macroregions and making a distinction between macroregional border mechanisms and macroregional
cross-border mechanisms to bring clarity in what kind of interventions we want to focus. Taking as
reference two datasets of Regional Integration Agreements (RIAs) (Borzel and Risse, 2016; UNU-CRIS,
2021), we review their official websites, documents, and related research, extracting their main
attributes and policies related to our research (689 references). By implementing dummy variables and
conducting statistical analysis, we classify the macroregions in terms of how they have operationalize
their cross-border integration agendas. Special consideration we give to the ‘interventionist

macroregions’: 28 regions that have developed eight types of MRCB mechanisms.
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Chapter 5 (answering Q3) focuses on giving an overview of how macroregions target cross-
border integration & development (CBI1&D) by comparing the MRCB systems in the South America
macroregions of CAN and MERCOSUR. Those regions are selected from South America based on their
relevance in Chapter 4 and to contribute to the scarce non-Eurocentric literature on MR-CBR
relationships as they have been understudied and case studies in their more complex settings can bring
relevant research outcomes for other regions. The analysis is divided in five sections: macroregional
context of CBRs (common characteristics), MRCB institutional approach (role and evolution of CBI&D
in the macroregion), MRCB governance (main entities, structures and rules promoting CBI&D), the
policy system (review of the MRCB mechanisms), and sectoral-spatial strategies (explore main targeted

problems in CBRs).

This analysis is conducted by reviewing 448 primary sources, reports, books, previous research,
and so on, complementing this data with interviews to researchers and officers from both organizations.
Our research highlights that productive articulation was a priority in both cases, with more success in
the Andean Community. Finally, one MRCB mechanism from the CAN (the coffee CBVC from
INPANDES project) is selected, not only due to its relation to our research, but because it was
considered as the best productive articulation experience in the CAN and therefore, in South America.

Our micro-level analysis is conducted in Chapter 6, answering Q4, Q5, Q6 to test our
hypothesis. Thus, each sub-question embodies each research objective to be developed. Objective 1
(answering Q4) consists in building the CGM that maps the relationships between connectedness voids
present in this case study. This starts by conducting four descriptive analyses (to explore the
INPANDES project, Global Value Chain, and cross-border local dynamics), a value chain analysis
(focusing on the processing stages), and a Mixed-Methods Spatial Analysis (focusing on the spatial
configurations of the project and productive dynamics). The processed data is used for the
Connectedness Voids Analysis (adaptation of an ex-ante/implementation/ex-post analysis to the voids),

that will be used to analyze the causal relationships between voids and build the CGM.

Obijective 2 (answering Q5) aims to validate the proposed theory (Chapter 2) by comparing
with the developed CGM from the case study. In both cases, the causal networks of connectedness voids
can be parametrized in directed (unweighted) adjacency matrices. This allows us to compare them from
a quantitative approach using machine learning tools (confusion matrix), and networks analysis tools
(network clustering). The results point the effectiveness of the model to reproduce reality and therefore,
to test our hypothesis. Objective 3 (answering Q6) instrumentalizes the CGM for project evaluation.
This goal has a double purpose: first, to measure the effectiveness of the project per void (what was
executed and what were the outcomes) and second, to determine why these results occurred as they did.
This section ends by providing some recommendations for the formulation of CBVC-oriented policies

within this case study.
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Our dissertation finishes with Chapter 7, by answering our central question, summarizing each
chapter, and highlighting how the outcomes and faced limitations lead to further research exploration
on this topic. Exploring the MSRR between macroregions and cross-border regions refreshes an
implemented approach to address territorial inequalities that have been theoretically understudied, and
casuistically unexplored outside the EU. This dissertation strives to fill the gaps and to incentive further

studies to properly address development and leave no one behind.

6. Peroration

My personal interest on this topic started with my Master research (\Wong Villanueva, 2019)
on cross-border studies and subsequent three publications on cross-border integration, cooperation, and
governance during the PhD (Wong Villanueva, 2022; Wong Villanueva, Kidokoro and Seta, 2022,
2023). Analyzing the cross-border dynamics in the MAP region (CBR between Peru, Brazil, and
Bolivia) | could perceived how the OTCA (Amazon Cooperation Treaty Organization), the international
organization for protecting and preserving the Amazon region, promoted local dynamics for
environmental conservation. As part of a regional project, the OTCA shaped research networks to study
climate change in the Amazon, even across borders. The cross-border experience between the three
countries did not stop after the project concluded but built on their research outcomes and shaped a civil
society-driven cross-border governance scheme known as the MAP Initiative. Twenty years after its
creation, this initiative had elaborated several bottom-up experiences (informal Early Warning System,
knowledge transfer sessions, international conferences, thematic workgroups, etc.), involving more than
5000 stakeholders from universities, indigenous populations, local businesspeople, local and national
governments, and more. Elaborating on the indirect impact of the OTCA on the MAP Initiative, |
wanted to explore more how these regions outside the Westphalian paradigm relate and promote

development.

The present dissertation roots on a critical perspective to analyze regions influenced by previous
approaches perceived in Habermas’ critical theory (Bohman, 2005; Ann-Christin Raschdorf, 2006),
post-structuralist geography (Harvey, 1996; Murdoch, 2005; Woodward, Dixon and Jones |11, 2009;
Emerson, 2014), critical geopolitics (Agnew, 2005; Clark and Christopherson, 2009; Pezzoli, Hibbard
and Huntoon, 2009; Kuus, 2017), critical border studies (Parker and Vaughan-Williams, 2009, 2012;
Johnsonetal., 2011; Amelina et al., 2012; Salter, 2012), social & spatial justice (Kanbur and VVenables,

2005; Soja, 2010; Israel and Frenkel, 2018; Alston, 2020; Jones, Goodwin - Hawkins and Woods,

2020), or collective capabilities (Sassen, 2009; Ibrahim, 2017; Robeyns and Byskov, 2020; Lelimann,
2022). In other words, our research highlights how territorial inequalities at the borders have been
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poorly addressed by national governments, and that alternative scalar arrangements can contribute to

reducing them by promoting more innovative development approaches such as macroregional

mechanisms for cross-border productive articulation. Thus, macroregions become platforms to properly

address development.

Finally, one question is left: What is the research significance of this research? Based on the

analysis of the state-of-the-art and research gaps, we can mention three main challenges: the lack of a

comprehensive approach due to the scarcity of interdisciplinarity (both MRs and CBRs studied from

different fields), the few theoretical discussions on MR-CBR relationships, and the lack of theoretical,

methodological, and conceptual tools. This research takes a multi-scalar approach (macro- and cross-

border micro- scales) to address these issues. The expected outcomes from our research lie in four lines.

First, we conduct a cohesive analysis from the macro-level (to analyze the macroregional cross-
border mechanisms), to the micro-level (case study) to articulate the developed policies with
their implementations and direct results.

Second, as interdisciplinary research oriented to regional planning & development studies, this
dissertation aims to provide theoretical, methodological, and conceptual tools to study MR-
CBR relationships. Thus, each chapter strives to be a contribution for scholars and practitioners
from different research fields under mixed method approaches (Table 1.4).

Third, the present research focuses on testing the hypothesis and generating a research agenda.
Although it is out of scope to answer the research question for all corners in the world, our
dissertation can deliver a reliable answer for the South American context — and even provide
insights for other regions, outlining future lines of research and comparative studies.

Fourth, this dissertation expects to contribute to the body of knowledge of scalar relationality,
and the concepts related to the geography of networks & networked geographies (e.g., relational
regions, networked topologies, spaces of flows/places, spaces of dependence/engagement, etc.)
(Cox, 1998; Macleod and Jones, 2007; Goodwin, 2013; Warf, 2015). Thus, we finalize our
dissertation by providing a gradual approach to articulate MSRR through spatial-economic

configurations.
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Table 1.4. Dissertation in a Nutshell (Author s elaboration)

Dissertation
Structure

Research Topic

Complement.
Research field

Objective

Methodology

Relevance

Originality

Main results

Introduction Overview_of M_R- Geography Outline t_he m_ain i -State _of Art -Interdisciplinary -Frame research on
CBR relationships research inquires -Framing research | approach on MSRRs literature gap
Literature Cross—Bo_rder Value Dev. studies, Ident_ify the CByC Sy_stematic -State of.Art -No previous SITR nor || ict of 36 voids
Review Chains & _ econ. geography vplds and 1_IhEII’ thergture -Theoretlcal & consensus on this topic “Theoretical model
Connectedness voids | & biz. Strategy interrelation Review analytical proposal | -Causal Graph Models
MSRR institutional | Social sciences Describe the -Instrumentalize -Alternative methods | -Mix-methods
Methodology & economic & probability/ implemented - theoretical model to study MSRR -Eval. Institutional &
connectedness graph theory methodologies -Micro-oriented connectedness economic connect.
Macro-level Overview of 100 Political Identify the border Statistical -State _01_‘ Ar_t -Irjterdisciplinary & -Main macroregions
. MRs & MRCB economy & Int. and cross-border . -Classification of mix-method approach | -Eight MRCB
analysis . " . Analysis . . .
mechanisms relations mechanisms mechanisms -100 macroregions mechanisms
Macro-level MRCB systems in Institutional & Analyze and Policy _Ar!alysis -Comprehen_sive -Pre_vious research are _Policy 52mazonian
analysis the CAN and Governance compare both (descriptive & | multi-analysis partial or not detailed _Case study selectioﬁ
MERCOSUR studies MRCB systems comparative) | -Generalizable -Non-Eurocentric
. Evaluate impact of -Impact analysis -The CAN project has .
M;ﬁ;?;;\slel Case Study Crc;ii—dbizgder CAN proj_ect in_to Eé;i?g?ﬁ%?’ -Theory va}lidatipn been understudied :}r/gsl,l[ggtﬁ%gfﬁgis
CBVC articulation -Hypothesis testing | -Causal graph models
Einal Does MR-CBR Regional Highlight main _Summary & final | -Research agenda for -No sustainable, but
relationship promote | development & | outcomes & further - ; effective while
Comments : evaluation MSRRs of MR-CBR .
local development? planning research operating.
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Methodological Approach to Study the Regional Connectedness
of Cross-Border Value Chains
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Chapter 2. Unraveling the Value in Connecting Borders: A
Methodological Approach to Study the Regional Connectedness

of Cross-Border Value Chains

0. Chapter Abstract

To measure the impact of macroregional cross-border productive articulation, Chapter 2
constructs an analytical framework to evaluate the connectedness of cross-border value chains to
domestic and international markets. Due to the lack of consensus on this topic, a Systemic Literature
Review screens and filters 10.5M related articles, to finally select 16 sources. Approximately 3000
guotes are extracted and analyzed from these references to bring clarity on the cross-border value chains
and their 36 ‘connectedness voids’ —barriers to develop cross-border productive integration. Based on
the identified literature, 1260 possible causal relationships between these voids are to shape a causal
network that is analyzed and interpreted with a network clustering analysis.

Keywords: cross-border productive articulation, productive integration, institutional voids, cross-

border value chain, value chain analysis, local economic development

1. Introduction

In the last half-century, the concept of value chains has emerged to position itself with a
predominant role within today’s international trade systems. The mantra of globalization has set the
conditions to fostering more interconnected economies and societies, but simultaneously, it has
orchestrated a quest for lower production costs and higher added value, promoting the
deterritorialization of productive activities. Although this represents a clear challenge for the
development of lagging regions, such as cross-border regions, it also hides an opportunity for the
implementation of space-economic configurations that ensure better living conditions through cross-

border productive integration.

Among these configurations, the Cross-Border Value Chain (CBVC) emerges as a development
model to link global trade flows with value creation processes in cross-border regions. However, a fast

look on any academic search engine reveals that there is no strong body of knowledge to understand
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what a CBVC is and, more importantly, how scholars and policymakers can evaluate them to design
better solution proposals. The CBVC literature is scattered, non-uniform, and highlights different
priorities from one another. Thus, while the research concern is not the lack of information but rather
the lack of uniformity, there is an imperative to explore the references, connect them, and reach a
consensus. A better understanding of CBVCs would contribute to more efficient solutions, resource
optimization, and promotion of more accurate public policies to promoting sustainable economic

development in cross-border regions.

This chapter engages in building a theoretical-analytical framework to analyzing how
connected are Cross-Border Value Chains across the borders and with markets embedded in
international value chains. To interpreting this ‘connectedness’, we utilize the conceptual tool of
‘institutional voids’, understanding them as the absence of information, capacities, or agents that are
present in the value chains operating in cross-border regions. Taking in consideration the lack of
uniformity and consensus on CBVCs —and even more their connectedness voids—, the first sections
articulate the main theories and concepts for understanding these phenomena. What follows is a
Systematic Literature Review adapted from Okoli & Schabram (2010)’s eight-steps methodology to
explore, select, and review the existing literature on CBVCs. The identified list of ‘connectedness voids’
is further analyzed by identifying causal relationships between them and applying a network clustering
analysis. The present has a two-fold purpose: to enable a better comprehension of what cross-border
value chains are, their relevance and functioning, and to outline the institutional voids and their
relationships that should be considered in the study of regional connectedness of CBVCs. The proposed
theoretical framework aims to reduce the complexity of our proposal for policymaking, while retaining

scientific rigor for academic research.

2. Literature Review on the Theories of Cross-Border Value Chains

This Chapter strives to understand a Cross-Border Value Chain as a ‘development model’ or
strategy to study value chain initiatives coming from cross-border regions. This means, to consider
CBVCs as an approach that comprehend functional relationships between their involved variables. In
this section, four theoretical claims are collected to explain this phenomenon. As a starting point to
define and interpret CBVCs, each theory is explained in terms of their principles and main arguments,

and how they interpret both cross-border cooperation and value chains.

56



2.1. Ontology of Scale

In human geography, discussions on the ontology —studying the existence of something— of
scale have strong arguments in both sides to weight its relevance and how it can be useful for
spatial and regional studies. The political economy of scale claimed the attention of several
scholars in the 1990s, when the idea of scales as fixed and external entities to the social was
replaced by their examination as social constructions (MacKinnon, 2011). Since then, the
concept of scale has become one of the central pillars in geography (Cox, 1998; Smith, 2012)
but, what exactly is it?

Considering the importance of scales for understanding a world of nations, spaces, or regions,
the current scalar debate is between political-economic approaches and post-structural approaches
(MacKinnon, 2011). From the former approach, scalar configurations are socially constructed from a
variety of fields (politics, economics, social processes, etc.) and continuously redefined, contested and
restructured (Swyngedouw, 2004). However, once they become into existence, a momentary degree of
fixity allows them to play as platforms that can be used by actors to gain a better hand in the political
game (e.g., scale jumping, scale bending) (Cox, 1998; Smith, 2004). Thereby, periodic scalar fixes
establish nested hierarchical structures that constraints the spatiotemporal organization of social actions
(Harvey, 1982; Brenner, 2001; Jessop, 2006; MacKinnon, 2011). The idea of coexistence between
multiple spatialities have led to the appearance of frameworks to interconnect them such as the TPSN
(Territory-Place-Scale-Network) framework (Jessop, Brenner and Jones, 2008).

The political-economic reification of scale is questioned by post-structuralist geographers:
scales are socially constructed through practices and discursive frames and need to be performed in
everyday action and social relations (Moore, 2008). Thereby, these scholars have given more relevance
to the performativity, fluidity and multiplicity of scales, the scalar politics, the scalar narratives, and
relational thinking (Massey, 1999; GONZALEZ, 2006; Moore, 2008; Jones, 2009). For example,
Doreen Massey’s ‘Power-Geometry’ implies that places (e.g., a country, a region, a community) and
thus their boundaries, are not just geographical areas but labelled ‘envelopes of time-space’ or, better
said, ‘spatiotemporal events’ or ‘articulated moments in networks of social relations’ (Massey, 1999,
2012). From this approach, the multiple scales influence each other and are not exactly hierarchized but
interconnected in their performativity, reproducing power dynamics within society (Latham, 2002).
However, at the same time, the concept scale may not be enough to collect the ‘constellation of

temporary coherence’ that social relations represent (Massey, 2005b).

Facing this dichotomy between political-economic and post-structural approaches, academic
works such as MacKinnon (2011) offer a proposal to marry both approaches by focusing simultaneously

on the material construction process and the social performativity of scales in four elements: political
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projects, discourses, preexisting structures, and creating new arrangements. However, since the 2000s,
the very existence of a scale has been contested by other poststructuralist researchers such as Sallie
Marston who call for flat ontologies or, better said, a human geography without scales (Marston, 2000;
Marston, Jones and Woodward, 2005). By questioning ‘What exactly is a scale: A boundary? A
hierarchy? An extension?’, she builds her proposition on the incoherence of that concept that has been
taken as given and is inefficient to explain ‘the social’. Thereby, she proposes a flat ontology or an
ontology of sites —self-organized event-spaces composed by tangibles, intangibles, and actions — to

bring clarity to the problematic of space.

The critique of scale and the questioning of its existence and necessity have given rise to several
supporters and detractors because, as the latter responds, scales are embedded in our daily lives (e.g.,
political divisions in a country, operational divisions of transnational companies, etc.) (Brenner, 2001;
Collinge, 2006; Leitner and Miller, 2007; Moore, 2008). As a result, the theoretical understanding of
the production of scale is an on-going debate closely related with the theoretical discussion on space(-
time). Multiple approaches have emerged from academic fields such as sociology, geography, or
philosophy to support the debate in favor or against the production of scale or space. Among the most
popular, Assemblage Theory (AT) and Actor-Network Theory (ANT) can be found in both extremes of
the scalar/space question?, but with similarities that can allow their juxtaposition (Mller, 2015; Muller
and Schurr, 2016). The concept of Multi-Scalar Regional Relationships (see Chapter 1) benefits from
this coupling, considering scale as a quantum category (that can exist or not simultaneously) to analyze
scalar articulations (Latham, 2002; Sum, 2002).

Considering how processes of scaling and rescaling affect and are affected by region-building
processes (Paasi, 1991; GONZALEZ, 2006; Shenhav, 2006), the concept of scale is at the heart of cross-
border regions as scaling and bordering processes are jointly deployed in the realpolitik of countries
periphery: bordering is based on the multiplicity of arrangements of material, immaterial, and actions,
while scaling is a mean and result of this reconfiguration of space. Thereby, cross-border micro-scales
connect bordering (context) and scaling (scope) processes (Burkner, 2019), which leads to the re-scaling
and re-territorialization of space in the so-called cross-border regions (Perkmann, 2007a). In addition,
considering scale as an epistemological factor, it conditions the way that an actor interprets border

reality, generating a ‘scale difference’ between conceptualizations, relations, and actions (e.g., a

3 Although Assemblage Theory (AT) and Actor-Network Theory (ANT) do not directly address the scalar or space
issue and both are closer to being approaches rather than theories, they can be utilized to have a better
understanding of the socio-material constitution of nature and relations. Building on the work of Deleuze and
Guattari, DelLanda (DelLanda, 2016) promoted the concept of assemblages to understand the complex
interconnection of components as nested emergent wholes with arising properties. By the other side, scholars such
as Latour, Callon, and Law (Latour, 2005) proposed a flat ontology with the idea of actor-networks, considering
actors as networks of connections between human and non-human elements, and where the social is not taken as
granted but continuously constructed through a multiplicity of interactions in a determined space-time.
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national regulatory agency perceives ‘informality’ of cross-border trade different from a local producer)
(Wong Villanueva, Kidokoro and Seta, 2023).

While cross-border scales have a strong relationship with space, value chains have detached
from territory to give more relevance to their networks. Understanding value chains from a relational
approach allows to focus on how actors’ relationships connect geographies of production in the pursue
of value creation (Kano, 2018). However, another lecture of scale in value chain literature refers to the
size/extension of production or distribution, making difference between international value chains such
as Global Value Chains (GVCs), Regional Value Chains (RVCs), or Binational Value Chains (BVCs)
(Gereffi, Humphrey and Sturgeon, 2005; Padilla Pérez, 2017; Pasquali, Godfrey and Nadvi, 2021).
These terminologies put back on the table the concept of territoriality through the articulation of
territories based on the complementarity of their productive activities. In this way, a flexible
understanding of scale allows to consider cross-border dynamics and value chain ones within the same

realm.

2.2. Neo-Institutional Theory

Institutional Theory emerged as a theoretical framework to analyze ‘the social’ as this is
composed by institutions or, better said, social structures such as practices, rules, norms, or routines
that set conditions for social behaviors and actions (Lawrence and Shadnam, 2008). The set of
institutions and their relationships in a particular situation shapes the institutional context or
environment, which support and constraint individuals and organizations (Lawrence and Shadnam,
2008; Albiston, 2009; Scott, 2014). The resurgence of institutional approaches occurred in the 1970s,
when scholars introduced Neo-Institutional Theory to the study of the effects of institutional contexts
on organizations (Lawrence and Shadnam, 2008; Scott, 2014): how social facts institutionalize, change,
relate, and affect social actors. Thus, new institutionalism differed from the old one as the latter focused
on power processes, horms, or values within an organization, and the former gave more importance to
cultural and constitutive processes, legitimacy processes, or routines occurring in the environment of

organizations (Powell and DiMaggio, 1991; Scott, 2014).

William Richard Scott, in his masterpiece ‘Institutions and Organizations’ (2014), defined
institutions as the regulative, normative, and cultural-cognitive elements which, associated with
activities and resources, provide stability to the social. Under these three elements or pillars, institutions
constraint, route, and denote social actions, having an impact on organizational operations and goals
and, therefore, productivity and innovation (Powell and DiMaggio, 1991; Scott, 2014; Battersby, 2017).

However, rational actors of institutionalized fields —actors sharing common sets of institutions— make
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their organizations more similar or isomorphic?, not in the pursue of greater competitivity or efficiency,
but to achieve ‘structural equivalence’ or ‘connectedness’ between themselves and improve interfirm
relationships (DiMaggio and Powell, 1983). Simultaneously, all organizations working in the same field
are not subject to the same institutional processes, making the adoption of similar management practices
generate different benefits —and not necessarily an improvement of productivity (Scott, 2014).

Cross-border institutionality implies a process of institutionalization (Paasi, 1986) or embodies
a process of ‘becoming’ (Metzger, 2013): Embedding the idea of ‘cross-border’ into a social structure
means that actions are taken based on the principles that cross-border cooperation/governance/region
portray. To transform the ‘cross-border’ proposition into an institution —and therefore, acquiring a
regulative, normative, and cultural-cognitive value—, actions across borders should represent an increase
of returns (establishing common conditions to reduce costs or maximize benefits), commitments
(infusing value in social entanglements and the collectivity), and objectification (converting meanings
into shared beliefs and promoting their ‘translation’ to other parties) (Scott, 2014). Thereby, although
articulating into cross-border cooperation implies a cost in terms of negotiations, mobilization of
resources, or involvement in new projects (Cappellin and Batey, 1993; Coelho Paquete, 2005), actors
pursue stronger networks and commitments in the implementation of cross-border actions, restructuring
governance at the borders, and leading to the creation of cross-border institutions (Church and Reid,
1999).

Value chains can also be considered as institutions as they set the relationships between
suppliers, resources, regulatory agencies, and the totality of actors involved in the process of moving
goods and services (DiMaggio and Powell, 1983). Thus, to improve coordination throughout the value
chain, actors develop institutional mechanisms that are regulative (e.g., considering the global
governance of trade through international agreements such as GATT rules, SPSs or NTBs), normative
(e.g., standardization of practices through certifications, grades, standards), and cultural-cognitive (e.g.,
industry culture or network kindships in governance models of global value chains) (Gereffi, Humphrey
and Sturgeon, 2005). The lack of adequate institutions or the constraints imposed by their institutional
arrangements can generate situations which bring little support to penetrate markets —called in this

chapter as institutional voids—, that needs to be understood to deinstitutionalize them (Marti and Mair,

# The concept of isomorphism can be applied for the three pillars that shape institutions (Kite, 2013). In the
regulative pillar, coercive isomorphism promotes compliance by expedience of rules, laws, and sanctions. In the
normative pillar, normative isomorphism pushes compliance by social obligation, certifications, and
accreditations. In the cultural-cognitive pillar, mimetic isomorphism established compliance based on what’s
taken for granted and established prevalence.

5> DiMaggio & Powell (1983) explain connectedness in terms of the existence of transactions that tie organizations
one to another: starting from informal relationships between personnel flows, to labor unions or contractual
relationships between companies. Structural equivalence appears when two or more organizations, working in the
same productive level, have the same kind of ties to the same set of organizations even if they are not
interconnected.
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2009; Trienekens, 2011). In this way, Neo-Institutional Theory brings a better comprehension of the

institutional environments that shapes and constraints cross-border cooperation and value chains.

2.3. New Institutional Economics

In the last century, the field of New Institutional Economics appeared as a branch of economics
—and as an application of the Neo-Institutional Theory in economics— to explain the political, legal, and
social institutions in economic terms, and therefore, the rationale behind the emergence of governance
schemes (Klein, 1998; Trienekens, 2011; Scott, 2014)%. The institutional approach to firms, better
known as Transaction Costs Economics (TCE), emerged in the 30s with Ronald Coase and further
developed by Williamson from the 70s (Klein, 1998; Rindfleisch, 2020). Under this theory, economic
organizations are based on complex contracts that are usually incomplete (economic uncertainty),
leading to the imposition of costs (Klein, 1998). Facing this issue, companies select an economic
governance model that minimizes the costs of transactions — that means the economic losses coming
from relational contracting, transferring goods and services, or coordinating strategies and operations
within a firm (Coelho Paquete, 2005; Trienekens, 2011; Rindfleisch, 2020). Thereby, this cost comes
from transactions inside and outside the company such as accessing to information (e.g., searching
relevant prices, screening market alternatives), negotiating or bargaining, contracting, conducting
inspections, locating partners, solving disputes, among others (Loader and Hobbs, 1996; Klein, 1998;
Rindfleisch, 2020).

TCE allows to decipher the ‘black box’ of companies by taking a microanalytic perspective and
considering the economic impact of organization forms working in various circumstances (Williamson,
1985; Klein, 1998). This implies that successful coordination within a company depends on how
effectively managers match people and inputs to current technologies and markets (Klein, 1998).
Governing transactions represents the selection of strategies or alternative governances to protect parties
with more effective contracts such as relational contracts (e.g., shared goals, company internal
regulations), implicit contracts (e.g., widely understood principles), or long-term contracts (Williamson,

1979; Klein, 1998). Thereby, the governance model and final price of a product are based on both the

5 Williamson (1998) proposed a four-levels framework for analyzing the economics of institutions, linking the
Neo-Institutional Theory with the Transaction Cost Economics. At the top, the ‘social embeddedness’ level refers
to informal institutions, traditions, norms, religion, etc. that are taken for granted but shape socioeconomic
behavior. Under this level, the ‘institutional environment’ level is the product of politics and provides the ‘rules
of the game’ for economic transactions (e.g., property, bureaucracy, etc.). The third level is where the institutions
of governance are located. This ‘governance’ level represents the game by itself and where TCE happens. The
fourth and last level holds the dynamics of resource allocation and employment to respond to changes in prices
and quantities.
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production costs (technical choices) and transaction costs (contractual choices) that are intertwined as
access to productive knowledge can lead to more efficient production (Langlois, 1995).

Under this approach, borders represent an increase of transaction costs as they entail the
meeting between different economic, cultural, political, and legal systems, and therefore, the presence
of multiple barrier effects. However, proximity, border asymmetries, and commonalities could
represent an opportunity to generate transaction benefits (Sohn, 2014). Thereby, cross-border
cooperation embodies an alternative bilateral mechanism to reduce transactions costs: if the transaction
costs of working across borders is lower than the costs of working separately, CBC creates a competitive

advantage for firms (Coelho Paquete, 2005).

According to Gary Gereffi, one of the main promoters of Value Chain Analysis, Transaction
Cost Theory is a fundamental theoretical claim for understanding the governance of Global Value
Chains (Gereffi, Humphrey and Sturgeon, 2005). Comprehending value chains in terms of the
complexity of their interfirm relationships embedded in moving products to end consumers, TCE allow
to explain the formation of governance models that adapt to the transactions that take place (Dekker,
2003;  Gereffi, Humphrey and  Sturgeon, 2005). Better contracts and product
standardization/customization can provide asset specificity, a dimension of economic transaction that
can reduce coordination problems and risks across the value chain (Williamson, 1975; Gereffi,
Humphrey and Sturgeon, 2005). In this way, Transaction Costs Economics can lead to understand the

possible cross-border governance models and the articulation of value chains.

2.4. Cross-Border Governance Theory

The relativization of scales led to the formation of new regional configurations, shaping them
as alternatives to transfer governance capabilities from the nation-states to upper or lower territorial
orders (Jessop, 2002; Borzel and van Hullen, 2015a). Rather than talking about one cohesive or
fundamental theory, there are several theoretical proposals that explains why, how, and what cross-
border actors do to govern the cross-border regions. Thus, border scholars have mainly studied Cross-
Border Governance (CBG) from three ways: an institutional perspective (instrumentalizing governance
to improve cooperation efficiency), a structural perspective (understanding governance as an
institutional environment), and a theoretical perspective (interpreting the nature of governance and its

relationships) (Wong Villanueva, Kidokoro and Seta, 2023).

In the last decade, the pursue for a consensus have led to explore CBG as an evolutionary
process to integrate already developed concepts and approaches with more robust theoretical

frameworks (Blasco, Guia and Prats, 2014; Durand and Nelles, 2014; Wong Villanueva, Kidokoro and
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Seta, 2023). According to Wong Villanueva, Kidokoro and Seta (Wong Villanueva, Kidokoro and Seta,
2022, 2023), cross-border governance, as the act of governing the cross-border region, is the means and
result of the territorialization of interaction processes between actors across the borders. Thereby,
governance is a set of processes where actors construct commonalities, articulate relationships, decide

together, implement joint projects, and explore new alternatives based on their results.

CBG Theory allows to understand how the articulation of actors in CBRs shapes cross-border
cooperation (CBC) initiatives as a political strategy to promote cross-border integration (CBI), that is,
to foster a positive impact by promoting the formation of a cross-border region (CBR) (Wong
Villanueva, Kidokoro and Seta, 2022). Improving relationships, increasing territorial flows, and
reducing territorial gaps are the three main drivers for integrating the CBR and, in this way, generate
the conditions and mechanisms for joint development. Within this approach, CBI implies the
instrumentalization of borders as resources —not their elimination and can facilitate development by
promoting a ‘geo-economic model’ or a ‘territorial project’ (Sohn, 2014). In addition, as CBI leads to
the emergence of cross-border ‘regionness’ (see Chapter 4), cross-border zoning appears not only as
the last step of the institutionalization of cross-border regional processes, but as a complementary
instrument to facilitate cross-border cooperation (Lina and Bedrule-Grigoruta, 2009).

In terms of value chains, while this Chapter strives to address the relationship between them
and cross-border regions, it is widely understood that globalization and technological development have
promoted the fragmentation of production and the deterritorialization of labor, allowing productive
networks to function in multiple countries for the sake of greater added value (Gereffi, Humphrey and
Sturgeon, 2005). Thus, as Global Value Chains operate at an international scale, it creates the
opportunity to locate productive stages in cross-border regions as long as the territorial capacities and
characteristics of those areas (e.g., spatial proximity, trust, reputation, etc.) can add more value to the
products and reduce transaction costs. In this way, CBG Theory links the concept of development and

value within the territorial scope of cross-border regions.

3. Literature Review on the Concepts of Cross-Border Value Chains

The implementation of a Systematic Literature Review requires initial assumptions to arrive to
more complex definitions. Having explained the main theoretical claims, this section focuses on
building the main definitions for understanding cross-border value chains. These concepts represent the
means (value chain approach), objectives (cross-border regional development), and obstacles
(institutional voids) of CBVCs. They represent respectively three principles or values that are

considered relevant for shaping cross-border productive articulation at cross-border scale: inclusiveness,

63



regionness, and effectiveness. These three concepts will be later used during the SLR to discern what
fits and what does not in the study of their connectedness.

3.1.Value Chain Approach

Since Michael Porter’s 1985 publication ‘Competitive Advantage: Creating and Sustaining
Superior Performance’ (Porter, 1985), the Value Chain Approach (VCA) has been one of the
most relevant pillars for international business. Breaking with the traditional approach of
productive development at industry/sector level, Porter focused on the firm level and how they
can achieve long-term profitability. The value chain represents the firm’s business model that
encompass core and support activities to generate profit margin based on the value creation of
a product or service (Figure 2.1). At the same time, the firm’s value chain is embedded in a
large stream of activities —known as value system, with a flow of materials into the company
(upstream activities), and a flow away from the company (downstream activities) that finally
reaches end markets and consumers. As every value chain depends on its history, context, and
management, competitive advantage arises from how the performance of value chain activities

achieves lower costs and greater efficiency than competitors.
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Figure 2.1. Porter’s Generic Value Chain Model (Porter, 1985)
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The globalization of trade, fragmentation of production, and deterritorialization of labor have
led to the reorganization of industrial structures in terms of production and distribution, integrating both
in more complex systems to achieve a better position in global markets (Gereffi, Humphrey and
Sturgeon, 2005). The ‘integration of trade’ and ’disintegration of production’ have strengthened
international networks at different geographical scales such as Global Value Chains, shaping their own
governance dynamics based on the complexity of transactions, the degree of reducing this complexity
through the ‘codification’ (internalization and diffusion) of information, and the capabilities of suppliers
to fulfill buyer’s requirements (Gereffi, Humphrey and Sturgeon, 2005). The examination of these
dynamics throughout the value chain is relevant as the processes of value creation and value capture —
and therefore, the profits obtained by producers— are subjectively determined by the buyers and users
(Bowman and Ambrosini, 2000; Lepak, Smith and Taylor, 2007).

Since value chains represent mechanisms for making profits through value, there is a need to
understand what value is and how it is generated (Figure 2.2). Value creation and value capture focus
respectively on the generation of use value (the value perceived by buyers on how well a product or
service satisfies their needs) and exchange value (the monetary amount that users are willing to pay and
is paid for the use value). Thus, while value is created through the transformation of a product or service
based on technology, innovation, capital investment, or well-sounded regulations, it is captured in the
bargaining relationships, factor & demand conditions, intangible resources, or in their network position
(Bowman and Ambrosini, 2000; Lepak, Smith and Taylor, 2007; Argandofia, 2011; Gans and Ryall,
2017).

Facing this delimitation, the location of the firm’s activities along the value chain and how
much value they generate determine who and how much benefits. Theoretical representations such as
Shin’s ‘Smiling Curve’ concept reveal that value is concentrated at the beginning (component-level),
in activities such as Research & Development, and at the end (product-level), in marketing, branding
and sales activities (Shin, Kraemer and Dedrick, 2012; Padilla Pérez and Oddone, 2016). This inequal
distribution of profit accumulation, that particularly relegates poor producers or producers in poor
countries —without taking into consideration the existing obstacles to inserting themselves within the
value chain—, demands the participation of public sector and more socially responsible companies to
link business results with sustainable development and promote inclusiveness (Kaplinsky, 2004;
Argandoiia, 2011; Porter et al., 2011; Schmidt et al., 2019).
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Figure 2.2. The process of value creation and value capture (Bowman and Ambrosini, 2000)

The theoretical body of knowledge about value chains is always evolving and adapting to
today’s needs, where new approaches move towards ‘value networks’ to include the different actors,
processes, or assets that are involved in the creation and capture of value (Ricciotti, 2020). Under a
relational-scalar perspective on spatial-economic development (Lagendijk, 2002), the concept of Global
Production Network (GPN) (Henderson et al., 2002; Coe and Yeung, 2015) understands ‘chains’ as
‘networks’ and considers not only the logistics linkages but socio-economic processes in the creation,
enhancement, and capture of value (Figure 2.3). Thereby, production networks interconnected
functions and operations through which goods and services are produced, distributed, and consumed at
different scales (Henderson et al., 2002). For the present dissertation, the term of value chains’ is used
in an inclusive and cross-disciplinary perspective, drawing on the scholarship of the productive
networks as previous research have implemented to analyze productive dynamics at micro and macro

level (Kano, Tsang and Yeung, 2020).

7 Both terminologies (value chains and productive networks) were included in our Systematic Literature Review.
As Table 2.5 reveals, most of the research that were finally considered have in their titles the term of ‘value chain’
rather than ‘productive network’. Thus, the present research considered ‘cross-border value chains’ to match with
the existing literature, although the term of ‘cross-border productive networks’ is also feasible and can be used
interchangeable.
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— Creations — Corporate — Territorial
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Firms Networks (Business/Political)
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— Governmental Sectors
— Quasi-governmental — Technologies
— Non-governmental — Products/Markets

Development

Figure 1 A framework for GPN analysis

Figure 2.3. The Global Productive Network Framework (Henderson et al., 2002)

3.2. Cross-Border Territorial Development

While cross-border cooperation and integration have been widely studied, the concept of local
or regional development in cross-border territories requires to be updated to current theoretical and
practical discussions. To synthetize the previous explanations, Cross-Border Cooperation is a political
strategy to achieve Cross-Border Integration (stronger social capital, more flows, and more
convergence) and therefore, generate the conditions and means to cross-borderly achieve development
(Wong Villanueva, Kidokoro and Seta, 2022). However, development has been taken as granted.
Although border scholars and policy makers support the idea of cooperation for integration-driven
development, CBC initiatives do not necessarily lead to the expected results and can even increase

asymmetrical development across the borders (Blatter, 2000; Stoffelen and Vanneste, 2017).

Approaching to a concept for Cross-Border Territorial Development (CBD), first we need to
clarify one relevant question: What is Local and Regional Development and for whom? According to
Andy Pike, Andrés Rodriguez-Pose, and John Tomaney (2007, 2016), the concept of local and regional
development has been dominated by an economic-oriented tradition and driven by the increase of
employment, income, and productivity. The emergence of alternative theories and the pursuit for

sustainability have led to the evolution of this concept towards multidimensional and self-determination
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approaches, emphasizing that the people who live in these areas must be the main judges to define an
adequate development for them. Thus, the ‘local’ and the ‘regional’ are socially and politically
constructed and, under this reading, development becomes scale-dependent, where each scale cannot
be considered separately from the processes that occurs in others (Perrons, 2004; Pike, Rodriguez-Pose
and Tomaney, 2007, 2016).

From an institutional approach, development represents the establishment of conditions and
institutions to foster the capabilities and fulfillment of people, communities, and places (Sen, 1999;
Pike, Rodriguez-Pose and Tomaney, 2007). Cross-border regions, as the geographical meeting of
different country peripheries, pose the challenge of articulating areas with different levels of
development, which demands a minimum economic, political, geographic, and social distance to
cooperate (VVan Houtum, 2000; Ghemawat, 2001). Building on those minimum conditions, cooperation
strategies for Cross-Border Integration seek to continue shortening these distances, not with the
intention of ‘erasing the borders’, but to strengthen relationships, reduce border barrier effects, and
increase territorial cohesion (Wong Villanueva, Kidokoro and Seta, 2022). In addition, by favoring this
multidimensional border proximity, cross-border actors reduce their transaction costs and are willing to
cooperate more (Wong Villanueva, Kidokoro and Seta, 2023). Closing the gaps in these three CBI
dimensions creates a framework from where to promote a local and regional development that is more
balanced, cohesive, holistic, and sustainable across borders and with other territorial scales (Pike,
Rodriguez-Pose and Tomaney, 2007; Leibenath, Korcelli-Olejniczak and Knippschild, 2008).
Simplifying into a clearer definition and aligning with current development approaches, cross-border
local and regional development involves how people living in cross-border localities and regions adapt

the model of the Sustainable Development Goals (SDGs) to their areas.

The concept of territory, as the geographical space produced by the socio-technical practices of
networks (Painter, 2010), leads to understand that borders are not only the meeting of nation-states, but
also a plethora of actors, each of them drawing their own territorial configuration. In this way, the
emergence of a cross-border scale is a constant overlay process between multiple territorialities (Agnew
and Oslender, 2010; Painter, 2010), where bordering processes and practices produce new territorial
configurations and imaginaries (Brambilla, Laine and Bocchi, 2016). The emergence of cross-border
territories and their dynamics have led to the theorization of typologies to understand their development
(Jessop, 2002; Wrablewski, 2020). However, a discussion on how cross-border territorial development
happens should start not with fixed classifications of complex phenomena, but with the question of

where development happens.

Understanding development as capacity-building institutions, sustainability is more probable
when these institutions are attached to the territory. In the words of David Harvey (2001a, 2001b),

development requires a ‘spatial fix” —*fix’ as a solution and as an attachment— by fixing investments in
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the lands that are considered as local or regional to create the socioeconomic capacities (e.g., productive
infrastructure, logistic hubs, stronger organizations, etc.), incorporate logics of ‘spaces of flows’ to
‘spaces of places’, and promote the circulation and accumulation of capital (Blatter, 2004; Castells,
2009). Thereby, the geographic scale of cross-border cooperation matters for a better spatial distribution
of development (Figure 2.4), since the spatial allocation of investments will determine how direct the
impact of policies and projects is (Krétke, 2002). This is particularly relevant in cross-border value
chains as, opposing to the conventional views on trade as an engine of growth, this is only possible if
trade flows are connected to the value creation processes of the cross-border production system (Mullan,
2020).
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Figure 2.4. Geographic scales of cross-border cooperation (Kratke, 2002)

Shaping Cross-Border Territorial Development policies resonates with other approaches such
as place-based development (McCann and Rodriguez-Pose, 2011; Neumark and Simpson, 2015), area-
based development (Harfst, 2006; Marczis, 2013), or endogenous development (Ray, 1999; Shucksmith,
2000; Vazquez Barquero, 2007). Contrasting with ‘space-neutral’ policies, these territory-oriented

development approaches highlight three main statements to encouraging local responses: First, they
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propose breaking the traditional center-periphery dependency to develop lagging territories that implies
the need of exogenous forces for growth. This means to promote local/regional self-determination and
appropriation of the decision-making processes and means of capital accumulation before targeting geo-
economic efficiency. Second, they focus on mobilizing the existing and potential resources and
capacities by encouraging local knowledge, indigenous innovation, entrepreneurship, territorial identity,
productive diversification, local participation, people’s willingness to act, flexible governance models,
and more. Finally, they highlight the relevance of local context to promoting local capacities, as the

presence of underdevelopment traps inhibits growth potentials.

Under this approach, cross-border value chains can be considered as cooperation strategies to
promote economic development in the cross-border territories. However, where exactly are the
boundaries of the cross-border territories? Although a consensus on their geographical extension is still
a debate in cross-border studies, some works are contributing to bring clarity through data-driven policy
proposals (Medeiros, 2020). For practical purposes, some estimations can be given. While cross-border
localities (CBL) are immediately next to the border and their inhabitants enjoy a cross-border daily life
(approximately one hour walk to the border), the cross-border regions (CBR) comprise these localities
and the cross-border territories that may not be in direct contact with the borders but are relevant to
their cross-border regional economic development (approximately one to two hours’ travel from the
border) (SELA, 2013). Thus, implementing differentiated Integration-Driven Development policies for

each cross-border territoriality could promote a better formation of CBVCs.

3.3. Institutional Voids

The concept of Institutional Voids was coined in 1997 by Tarun Khanna and Krishna Palepu
based on emerging market research (Leff, 1978; Khanna and Palepu, 1997; Bothello, Nason and
Schnyder, 2019). Considering the theoretical claims from the Neo-Institutional Theories and New
Institutional Economics, both researchers highlighted the relevance of institutional context to shape ‘the
rules of the game’, and the impact of transaction costs to discourage the efficient functioning of markets
(Khanna and Palepu, 2000; Mair, Marti and Ganly, 2007; Bothello, Nason and Schnyder, 2019). In
developing countries, the contract-enforcement institutions to efficiently facilitate transactions with
other firms and consumers are lacking, avoiding markets to emerge as transactional arenas that can

bring buyers and sellers together(Khanna, Palepu and Bullock, 2010; Khanna, 2018).

Under this approach, an institutional void is an institution that is absent, weak, or fails to
effectively support the market as a meeting space to bring people together and allow them to make

transactions (Mair, Marti and Ganly, 2007; Khanna, 2018). In developing countries, emerging markets
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are characterized by the interrelationship of several institutional voids, setting institutional
arrangements that demands systemic solutions: to untie a value creation transaction (e.g., product sales),
multiple transactions need to be simultaneously untied for system success (e.g., lack of supply/demand,
weak logistics, inadequate regulations, inefficient management, etc.) (Khanna, 2018). The concept of
institutional voids echoes others that have been utilized in economic and development studies such as
poverty traps (Matsuyama, 2010; Kraay and McKenzie, 2014) or underdevelopment traps (Berthélemy,
2006; Collier, 2007). However, the main difference with the latter lies in how the voids approach
focuses on the specific institutional context where organizations are embedded in certain geographies

and business sectors. This represents a more appropriate path to study cross-border value chains.

Building efficient institutions of a market infrastructure implies filling the existing voids, but
how exactly do developed markets work? Khanna and Palepu (Khanna and Palepu, 1997; Khanna,
Palepu and Bullock, 2010) compared the institutions of three primary markets (product, labor, and
capital) in dysfunctional and developed economies. Institutional voids can be found in any or all three
markets in different ways, but both researchers highlight two main issues across them: the lack of
information for buyers and sellers to find themselves, and the lack of trust, credibility, and mechanisms
to secure transactions (Khanna and Palepu, 1997, 1999; Palepu and Khanna, 1998; Khanna, 2018). To
correct these soft infrastructure issues, new regulatory institutions (e.g., sector policies, contract
enforcement laws, etc.), and market intermediaries (e.g., information providers, marketing agencies,
financial entities, etc.) should be inserted in emerging markets (Khanna and Palepu, 1997; Palepu and
Khanna, 1998; Bothello, Nason and Schnyder, 2019).

Although the institutional voids can be seen as challenges at first glance, entrepreneurs can
perceive this lack of institutions as an opportunity to innovate, scale up businesses, and generate a
positive social impact while making profits and building inclusive markets (Mair and Marti, 2006; Mair,
Marti and Ganly, 2007; Mair, Marti and Ventresca, 2012; Khanna, 2018). Outlining an instrumental
function, the voids approach can incentive organizational responses to foster institutional development,
highlighting how entrepreneurship in the private sector or through public-private cooperation can create
solutions for these gaps (Mair and Marti, 2006; Mair and Marti, 2009; Mair, Marti and Ventresca, 2012;
Khanna, 2018; Bothello, Nason and Schnyder, 2019). In this way, Mair, Marti, and Ventresca (2012)
propose to view these voids not as gaps, inefficiencies, or dysfunctionalities, but as ‘interfaces’ of
institutional plurality, each with their own logics and practices that open alternative paths of
development: empirical data shows that replicating traditional Western institutions when they are
‘absent’ or ‘weak’ is not ideal, and it is recommended to build on the existing on-ground dynamics and
the institutional interplay between formal and informal institutions (Mair, Marti and VVentresca, 2012;
Bothello, Nason and Schnyder, 2019).
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Following the relevance of social enterprises for fixing markets, researchers have highlighted
how these organizations, even when surrounded by several context constraints, can create and capture
value in their core economic activities by targeting multiple institutional voids as opportunity spaces to
create even more value (Mair and Marti, 2009; Khanna, 2018). However, the focus on social enterprises
as intermediary actors does not imply private-based solutions but invites to deploy the complex
assemblage of institutions through a multistakeholder approach for inclusive market building (Mair,
Marti and Ventresca, 2012). This resonates with comparative studies between institutional
configurations that reinforce the relevance of government participation for promoting social enterprises:
active involvement through the provision of institutional support is more beneficial than considering
low governmental participation as a trigger for greater demand to cover social needs (Murphy, 2007;
Stephan, Uhlaner and Stride, 2015).

A last question remains: how to target institutional voids? Whether they are considered as gaps
or opportunities for entrepreneurial intervention (Khanna, Palepu and Bullock, 2010), or as analytical
interfaces that works as problem-sensing tools (Mair, Marti and Ventresca, 2012), they need to be
addressed for inclusive market building. However, while Mair’s approach is more analytical-theorical,
Khanna’s one is oriented to business solutions, being the latter more suitable to understanding the

interrelation of value chains with the institutional context of cross-border regions.

Returning to Khanna (Khanna, Palepu and Bullock, 2010; Khanna, 2018)’s arguments, he
highlights four important considerations to address institutional voids —although results are not exactly
guaranteed due to the complexity of each context. The first is the need of specialized and holistic
knowledge that entrepreneurs must have about their venture: shaping a business that responds to
existing voids implies understanding it from the cradle to the grave. Entrepreneurs can understand the
interrelationship of institutional voids by deconstructing the value creation processes and analyzing how
these are embedded into their institutional environments. Secondly, the deconstruction of business
models must give way to the identification of the most important business objectives and of the value
creation process that can generate economies of scale. A scale-based entrepreneurship enables cost

reduction, efficiency-oriented improvements, and good outcomes.

Third, in the face of the voids and opportunities for scalability, institutional structure must be
built/complemented by inserting market intermediaries such as credibility enhancers (e.g., auditors,
certification, proficiency tests), information providers (e.g., financial analysists, market research firms),
aggregator and distributors (e.g., insurance companies, mass retailers, training institutions), transaction
facilitators (e.g., brokers, recruiter offices), adjudicators (e.g., courts), and regulators (e.g., contract
enforcers). Finally, investments must be prioritized according to the main objectives and must be

orchestrated as a whole: the complementarity of investments is necessary to provide solutions with a
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systems approach. In this way, although results should not be taken for granted, it is possible to ensure

a certain degree of ‘effectiveness’ within the institutions that allows the proper functioning of the market.

4. Systematic Literature Review on Cross-Border Value Chains

A Systematic Literature Review (SLR) is a methodological approach that systematize explicit
procedures to conduct a literature review on past research —identify, evaluate, and synthetize the existing
body of knowledge— that is comprehensive, reproducible, and bring accuracy and precision to academic
discussions (Mulrow, 1994; Fink, 2005; Okoli and Schabram, 2010; Xiao and Watson, 2019). Its main
difference with other types of literature review — such as a theoretical background review or a narrative
literature review— lies on its scope and rigor: the set of reviewed articles is particularly smaller as SLR
only includes publications that meet specific criteria for the research question (Rother, 2007; Okoli and
Schabram, 2010). The present research adapts the Okoli and Schabram (2010)’s methodology to
conducting SLR in eight steps (Table 2.1). This section explains the taken approach step by step and

the most relevant details considerations to ensuring research rigor.

Table 2.1. Methodological Steps to Conducting Systematic Literature Review (based on
(Okoli and Schabram, 2010))

Methodological Steps to Conducting Systematic Literature Review
Defining Purpose Identify the main objective and intended goals of the review.

Protocol & Plan Clarity on the detailed procedures to be followed in the literature search.
Conduct a practical review (e.g., abstract reading, skimming) of the
articles without further examination of their content.

Screening for Inclusion

Screening for Elaborate qualitative criteria to judge the preselected articles using a
Exclusion score system.
Refining Review other articles that are related to the selected ones (e.g., included

in references).

Data Extraction Systematic extraction of information that is relevant for the study.
Coding, analysis, and classification of the information accompanied by
guantitative and qualitative techniques.

Writing Report the findings and details of the methodology and synthesis.

Synthesis

4.1. Defining a Purpose

Although academic literature on cross-border value chains exists, it is quite dispersed and

confusing: the ‘cross-border’ concept does not exactly refers to countries sharing a common border, the
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utilization of different jargons to express the same phenomenon or, as related with this research, the
studied productive dynamics does not ensure the value creation processes. Thereby, the main research
objective is to respond to the lack of uniformity and consensus on the body of knowledge of cross-
border value chains. Four leading questions are developed to enabling a better comprehension of what
they are, their relevance, how they operate, and the institutional voids —understood from a negative
connotation and from a positive one— that should be considered in the study of regional connectedness

of CBVCs. That said, according to scholars and their previous publications, we identify:

o What is a Cross-Border Value Chain?
. Why are CBVCs relevant?
° How do CBVCs operate?
. What institutional voids can be found?
. Negative connotation: barriers, obstacles, struggles, etc.
) Positive connotation: opportunities, potentialities, benefits, etc.

4.2. Protocol & Plan

As each methodological step is explained in the next points, this one focuses on delimiting the
scope and limitations. In relation to the scope, the first three questions focus on bringing a definition,
the triggers, and the mechanisms behind them. However, it is necessary to highlight a crucial discussion.
This research pretends to start a discussion on spatial-economic configurations that promote the
connectedness of cross-border regions between themselves, and with external markets by embedding
their flows into international trade flows. Under this approach, cross-border value chains are a type of
spatial-economic configuration such as cross-border productive networks, cross-border clusters, cross-
border special economic zones, among others. However, making sharp distinctions of these

configurations within the cross-border context might be a weak methodological beginning.

Considering the works of Humphrey & Schmitz (2000) and Rosenfeld (2001) that bring some
categorizations and distinctions between value chains and clusters, both configurations intertwine in the
cross-border territory. Working with value chains coming from the same territory leads to imply a slight
geographical clusterization or obtaining benefits from the border proximity, common social norms, or
cross-border governance initiatives that are common to clusters but not for value chains. However,
considering them as clusters might not be the most ideal option as contractual relationships, inter-firm
networks, and the governance of GVCs still occupy a relevant place on trade dynamics. As CBVCs
locate in-between both conceptualizations, the methodology focuses on the previously explained

theories & concepts rather than on strong definitions —expecting them to emerge from the analysis.
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While the first three questions are explored and itemized, the last guiding question represents
the core of this research as it discusses in detail every identified void. Ensuring methodological rigor
by systematizing every step and complementing them with a mix of qualitative methods, the list of
voids intends to reflect the reality of value chain initiatives in cross-border regions. As defined in the
theoretical and conceptual framework, context matters. Thereby, it is not possible to expect a consensus
between all primary sources pointing the same voids in all of them. While that case is ideally expected,
it might not be possible as academic sources come from different geographies or have different
approaches. Thus, it is expected that each void is present in at least a third of the articles. If they do not
accomplish this target, it is considered if they can be merged with other voids, stand alone in the list, or

discarded.

This research also acknowledges limitations that were taken into consideration during the
present study, but which should be further addressed in future works in order to enhance the validity.
First, this SLR is limited by the academic sources that are available online and appear in the selected
search engines, screened languages, or used keywords. Second, due to the number of articles, it would
have been recommended to carry out this research with more people involved to reduce bias in screening
processes (control panel). Third, due to the lack of previous research works of this type, the
heterogeneity of spatial-economic configurations and the broad scope of cross-border productive
articulation (phenomenon & context) represent a challenge for achieving a consensus on the most
relevant voids. Furthermore, there is a concern of falling into generalizations (e.g., consider high

transaction cost as a void), or being too specific (e.g., considering particularities of a specific context).

To palliate these constraints, first, nine keywords are searched in three languages and in fifteen
online engines. Second, to reduce personal bias, the qualitative screening (step 4) was repeated three
times with at least one week apart, and new articles were collected based on their references (step 5).
In addition, the qualitative criteria were continuously revised to contrast the conceptual framework with
the articles that were remaining. Third, the analysis of the voids was executed in three iterations,
implementing a writing-as-analysis method (Augustine, 2014) in the last one to create self-explanatory
categories. In other words, although a void might relate to others by causation relations, each of them
satisfies minimum ‘composition criteria’ to be considered as one. This list represents the first one on

this topic and under this methodology, so it should be contested and evaluated by later works.

Throughout the following steps, to support qualitative analysis, reading and note-taking
techniques were relevant for sorting and classifying the codes, facilitating the analysis, and elaborating
the final compositions. Some of the implemented techniques were reading techniques such as skimming,
scanning, or detailed reading, and note-taking techniques like outlining (topic-subtopic structure),
sentence-method (recording short sentences), memo-writing (short paragraphs), charting (organizing

drafts), among others.
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4.3.Screening for Inclusion

The practical screening or screening for inclusion is the initial data collection process by using
academic search engines. Based on some trial searches, it is needed to highlight four considerations.
First, Boolean operators (“AND”, “OR”, “NOT”, etc.) do not work in the same way in every search
engine and some of them are very sensitive to the position of words. Second, the selection of key words
was based on the three explained concepts (e.g., “value chain”, “cross border”, “inclusive”, etc.) and
related words. Eventually, the keywords ‘institutional voids’ were added to the searches, but they did

not reflect any meaningful variation.

Third, the search operations yield different amount of search results depending on when it was
executed. This methodological step was executed in December 2021. The number of results of some
keyword searches increased or decreased (depending on the search engine) when it was re-checked six
months later. Although this could be due to several factors (e.g., change in algorithms, new publications,
etc.), as methodological rigor was ensured in the previous execution, it was not required to do it again.
Fourth, to provide greater clarity in local production & capacities, value chains for products were
prioritized over those for services. Thus, there was no consideration for cross-border tourism although

some researchers considered it as a service-based cross-border value chain.

The practical screening started by designing a list of keywords (KW) In three languages:
English, Spanish, and Portuguese (Table 2.2). Then, fifteen academic search engines were selected to
conduct the screening. During this process, the inclusion conditions relied on the articles complying
with the three conceptualizations: if they referred to value chains, productive articulation or value
creation processes, if they referred to a contiguous border or small waterbody in-between, and if they
were case studies, proposals, or theoretical articles that give any hint of possible barriers or potentialities.
To evaluate these conditions, each search page was explored by skimming the article titles (get a general
overview) and scanning the abstracts if needed (find specific facts). This process implied to be fast and
if there were doubts about any article, it was included by default. In addition, ending conditions were
established to stop each search: the screening stops when less than two casualties (two articles that fit

the inclusion criteria) were found in the last twenty articles.

Table 2.3 summarizes the amount of search results and collected articles (written in
parentheses). The practical screening consisted in 405 searches, finding approximately 10.5 million
articles (research papers, theoretical frameworks, project proposals, case studies, etc.). Based on the
inclusion criteria, 258 articles were considered, being 54 of them repeated. This gave a total number of

204 references (0.002%) that were included for further evaluation in the next step.

76



Table 2.2. List of Keywords (KW) for Systematic Literature Review (Author s elaboration)

English

Value Chain AND Cross

Border

Value Chain AND Cross

Border AND Productive

Value Chain AND Cross
Border AND (Inclusive OR

Inclusion OR Inclusivity

KW

OR Inclusiveness)
Productive Chain AND
(Inclusive OR Inclusion OR

KW. o
Inclusivity OR
Inclusiveness)

Value Chain AND

(Connectivity OR

KWS5
Connectedness OR

Embeddedness)
Cross Border Production
KW6
Networks
Cross Border Productive
AND (Collaboration OR

Cooperation)

KwW7

Cross Border Economic
Development AND
(Productive OR Production)

Kw8

K Cross Border Productive
Integration

H

Spanish
(Cadenas Transfronterizas)
OR (Cadenas de Valor
Transfronterizas)
Cadenas Productivas

Transfronterizas

Cadenas Transfronterizas
AND (Inclusion OR
Inclusividad)

Cadenas Productivas AND
(Inclusion OR Inclusividad

OR Inclusivas)

Cadenas de VValor AND
(Conectividad OR

Integracidn)

Redes de Produccion
Transfronterizas
(Cooperacién OR

Colaboracion) AND

Productiva Transfronteriza
Desarrollo Econémico

Transfronterizo AND

(Productivo OR
Produccién)
Integracion Productiva

Transfronteriza
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Portuguese
(Cadeias Transfronteiricas)
OR (Cadeias de Valor
Transfronteiricas)
Cadeias de Producéo
Transfronteiricas

Cadeias Transfronteiricas
AND (Incluséo OR
Inclusividade)

Cadeias de Producdo AND
(Incluséo OR Inclusividade

OR Inclusivas)

Cadeias de Valor AND
(Conectividade OR

Integracdo)

Redes de Producgéo
Transfronteiricas
(Cooperagdo OR

Colaboracdo) AND

Produtivo Transfronteirico
Desenvolvimento
Econdmico Transfronteirico
AND (Produtivo OR
Producéo)
Integragdo Produtiva

Transfronteirica



Table 2.3. Total amount of Search Results (and Collected Articles) (Author’s elaboration)

405 searches (9 Keywords*15 engines *3 languages)

10.5M articles P 204 pre-selected (54 repeated)

Engines/KWs KW1 KW?2 KW3 KW4 KW5 KW6 KW?7 KW8 KW9 Total
154 (7) 14 (0) 11 (0) 496 (0) 570 (5) 117 (2) 38 (15) 1175 (19) 63 (2) 2638 (50)
7795 (8) 1679 (0) 2458 (0) 4123 (0) 2006 (0) 4355 (6) 1137 (0) 8861 (1) 1166 (0) 33580 (15)
924360 (37) 278630 (13) 296660 (6) 627800 (4) 1194000 (17) 461300 (10) 155100 (5) 818500 (4) 169050 (2) 4925400 (98)
9(0) 1(0) 1(0) 2(0) 74 (0) 30 (0) 4(0) 73 (0) 4(0) 198 (0)
749498 (7) 401357 (5) 506184 (1) 320184 (2) 193247 (1) 60304 (3) 35451 (1) 102409 (4) 33483 (2) 2402117 (26)
49 (1) 29 (1) 1(0) 2114 (0) 1537 (0) 73 (0) 177 (0) 126 (0) 70 (0) 4176 (2)
95982 (1) 420082 (0) 2029 (0) 1726 (0) 1251 (2) 829657 (1) 134849 (1) 71369 (1) 620720 (2) 2177665 (8)
430 (4) 225 (0) 12 (0) 2(0) 16 (4) 356 (3) 269 (3) 164 (2) 319 (3) 1793 (19)
11202 (0) 4057 (0) 10747 (1) 4188 (0) 5443 (0) 26749 (0) 9720 (0) 42791 (1) 10151 (0) 125048 (2)
3(1) 2(0) 0(0) 12 (0) 34 (0) 0(0) 1(0) 2(0) 0(0) 54 (1)
53838 (0) 6031 (1) 14627 (1) 2711 (0) 23383 (1) 44820 (0) 7218 (0) 39175 (0) 9555 (0) 201358 (3)
320 (0) 5(0) 7(0) 151 (0) 1037 (0) 26 (0) 29 (0) 2212 (0) 27 (0) 3814 (0)
72739 (3) 15317 (0) 25044 (0) 8343 (0) 11642 (2) 79722 (5) 23199 (0) 90684 (7) 21439 (0) 348129 (17)
28596 (1) 9145 (5) 27486 (0) 9631 (0) 12723 (0) 66336 (1) 23373 (0) 98430 (1) 24181 (0) 299901 (8)
340 (3) 3(0) 13 (0) 1(0) 8 (0) 335 (3) 33(0) 256 (3) 22 (0) 1011 (9)
1045315 (73) 1136577 (25) 885280 (9) 981484 (6)  1446971(32) 1574180 (34) 390598 (25) 1276227 (43) 890250 (11) 10526882 (258)

*Legend per cell: #Total References (#Collected References after screening)
**Searches were executed in December 2021
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4.4. Screening for Exclusion

The qualitative screening or screening for exclusion represents the filtering process to select
the final set of articles that would be used as primary sources to analyze what scholars have told on the
topic. For this step, it is indispensable the design of clear qualitative criteria to conduct source analysis.
Based on Martensson et al. (2016)’s recommendations to ensure research quality standards and
following a more specific contextualization of the three main concepts, Table 2.4 reflects the qualitative

criteria and scoring system for source analysis.

The qualitative criteria have a maximum score of eight (8) points that are distributed in two
parts. The first section (A, B, and C) evaluates the credibility of each source by identifying the type of
research, its reliability, and methodological rigor. Theoretical frameworks, case studies, policy

documents and project proposals coming from relevant institutions or journals were prioritized.

The second section evaluates the articles based on their contribution to the research questions
in four categories. The first one (D) is related to the geographical scale and if the article fits the idea of
cross-border cooperation, preferably if it is a formal initiative supported by local or subnational
governments rather than informal dynamics. The second | is oriented to determine if the development
is fixed to the cross-border space, that said, that value creation processes (focus on production rather
than trade) are driven by local actors, capacities, and resources. That said, this screening focuses on
exploring the cross-border productive articulation in primary & secondary agroindustry and basic
manufacturing. The third one (F) is oriented to understand the value chain processes by studying
detailed case studies or conceptualizations. Finally, the fourth category (G) evaluates if the source

contributes to determining institutional voids in a negative or positive connotation.

The review process consisted of first scanning the introduction and results sections of each
article. If there were doubts about the source, a detailed reading throughout the whole article was
executed to give them a score. The “-1” score was established to debug options that were outside the
theoretical and conceptual framework. As explained in the protocol & plan, this qualitative screening
was executed in three different occasions to reduce personal bias. The final selection of sources was
achievable with a minimum score of 7.5 points (being 8.0 the maximum achievable). From this step,

thirteen sources were selected.
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Table 2.4. Qualitative Criteria and Scoring System for Source Analysis (Author’s
Elaboration)

Credibility (0-1 points)
Type of Research: Theoretical Paper? Case Study? Policy Document? Other?
Reliability: Peer Review? Relevant Institution? #Citations?
Rigor: Proper Data? Proper Method? Relevant Conclusions?
All three criteria do not apply
All three criteria apply
Cross-Border Territory & Cooperation (0-3 points):
(Bl Does it refer to cross-border territory at local or subnational level?
Sl National or one side of border
may be or not a Cross-Border Territory
Cross-border Territory
YAl |s the cross-border initiative formal (participation of local authorities) or informal?
Not related/Not explained
Sl Informal Initiative OR Formal Proposal
Formal CBVC project OR formal/informal business cooperation/connection
Cross-Border Territorial Development (0-2 points):
Il Does it involve local actors (producers/businesses) or moved to the CBR?
Not related/Not explained
Il Subnational border actors
Local border actors
YAl Does it focus on cross-border production (agroindustry, basic manufacturing)?
S Not related/Not explained
CBC based on economic complementarity (no description on cross-border production)
Economic area, Cluster, OR innovation space (little description on cross-border production)
Cooperation through CBVC (description or schemes on cross-border production)
KB Does it create/capture value from cross-border production or only trade/market?
S Not related/Not explained
Only about cross-border trade or supply (not added value to the product)
Bl Partial Complementarity (CBC may or not add value to the product)
Cross-Border Value Chain (CBC adds product value)
Value Chain Approach (0-1 points):
(M Does it describe in detail the value chain of a product (processes)?
S Not related/Not explained
Il Many Value Chains (partially described)
One or more Value Chains explained in detail
(€Il [nstitutional VVoids Approach (0-1 points):

I
A

O

[3XY

3

o

No listing
1 Listing barriers and/or opportunities
*-1: Exclusion
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4.5. Refining

During the qualitative screening, some sources referred to other academic works or publications
that fit in the scope of this research. Eleven new references were identified, and three of them
successfully met the criteria. Table 2.5 summarizes the final list of the sixteen selected sources coded
as L1, L63,L64, 168, L70,L79, 188, L111, L117, L118, L158, L170, L180, L208, L211, L215 (these
codes will be references for the writing section).

4.6. Data Extraction

The sixth step refers to the data extraction process. This implies to consider the sixteen
academic works as primary sources for designing a better body of knowledge. The process consisted in
deep reading each article while highlighting the phrases, lines, sections that were related to the research
guestions, and taking notes about them. Two important actions were executed: First, writing a
characterization of each source by pointing the location, methodology, or main theoretical concepts as
shown in Table 2.5. Second, the most important quotes were extracted (copied as written in the source)
and simultaneously, a note was written by its side (this coding technique will be examined in more

detail in the Synthesis). Approximately, a total of 3000 extracts were transcribed from the 16 sources.

4.7. Synthesis

The synthesis/analysis process can be divided in three parts: the source analysis, the CBVC
questions (definition, relevance, and mechanisms), and the list of voids. The first one was related with
a brief evaluation of each source: to identify the main results, strengths, weaknesses of the articles as
shown in Table 2.5. In addition, a brief analysis of the spatial location of this research, their scope, and
future lines of research were drawn. For the second section, coding each extract (transcribing quotes
and adding short notes or tags to them) helped their classification into each question and sorting the
main ideas to answer them. In relation to the voids (called categories), the sorting process (grouping
ideas based on their similarities) was even more complex due to the number of extracts that were
involved. To facilitate this process and arrive to the final list of voids, three sorting iterations were
executed. In the first round, memos taken up to that moment were used to generate preliminary
categories. A mental mapping technique helped to sort the memos (Figure 2.5), generating a list of 68

possible voids.
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Table 2.5. Review of Literature on Cross-Border Value Chains (Author’s Elaboration)

List Author

N° (YYear)

Source Type
(Lang)

Location

Aim of Study

Evaluate the

Theoretical
background

Methodology

Main Results

Proposal: local

Strengths

Evaluation of the possibility

Weaknesses

(Fernandez Academic Book Aggf;ég;i; possibilities for Croé?:??fg;;flue Single Case Study complementarity and of generating CBVCs. It Li:afzgﬁﬂi?ghi%lésgm
L1 . & Consultancy productive integration - (Quantitative & engagement of CBVCs Structured methodology . .
Jardon, 2014) (Posadas — : - Productive L - dynamics are happening (or
Study (SPA) ; in Argentina-Paraguay R Qualitative) through networks, clusters, based on articulated g '
Itapta) Integration in CBR) . - their intensity).
CBR. & joint projects. concepts.
China- Investicate the timber Need to improve CBVC Detailed explanation of Mentioning but not
L63 (Dong and He, | Academic Paper Myanmar value cghain along the Value Chain Single Case Study governance through CBVC trade in terms of including about the local
2018) (ENG) (Yunnan — border areasg Approach (Qualitative) transparency and actors, governance, and timber production and
Kachin/Shan) ' accountability. profits. impact on CBR.
(The Anh and . Cambodia- Describe the rice . ) Joint policies for rice CBVC Analysis of CBVC, its Not so much detail about
. Academic Book . . . Value Chain Single Case Study are needed to increase 5 - - - -
L64 Van Tinh, Chapter (ENG) Vietnam (Takéo CBVC from Takéo to Approach (Qualitative) export standards, create actors’ roles, impacts, and the spatial configuration of
2020) — An-Giang) An-Giang. value, reduce spillovers. opportunities. rice production in the CBR.
. Detailed description of the -
(Pérez Rozzi MetGhz(ij;;%ngcal Central Describe and explain Inclusive Chains & Theoretical Study | Policy recommendations for theoretical claims that are 'I;}hoet ?eall\?ecizig i;%dgrg:se_s
L68 2014) ' Consultanc America (three the inclusive CBVC Cross-Border Local & Multiple Case three CBVCs from a described and used to border nature of the value
Y CBRs) approach. Development Study (Qualitative) | macroregional perspective. analyze the three case .
Study (SPA) studies chain.
Dominican CBVCs can be supported by .
- . . - - The study explores the Detail on every CBVC
(Dilla Alfonso Consultancy Repybllc,— Study six CBVCs, their Value Chain Multiple Case improving proQucer formal and informal CBVCs | could be improved to give
L70 Haiti (Elias context, limitations, e associations capacity, better - - e
etal., 2017) Study (SPA) - o Approach Study (Qualitative) - and weight their impact on more specific
Pifia — Plateau and opportunities. legal/fiscal frameworks, and local econom recommendations
Central) infrastructure. Y- )
(Sanchez and %ﬂggﬁﬁ; Acr)]t?elrﬁzltggc?:?;ﬁt?gd Although it is not currently Comprehensive analysis of Analysis was based on
L79 Bustamante Academic Paper (Norte de plocal car roductiong Value Chain Single Case Study | a CBVC (or even VC), there the automobile CBVC companies self-evaluation.
' (SPA) . P - Approach (Qualitative) are dynamics that reveal the between border local Most of the collected data
2008) Santander — into a value chain . . -
- o potential across borders. businesses. came from one side.
Tachira) within the CBR.
Identify Further benefits are possible Identify several problems
. . . international/external : : po : P It does not clarify the scope
L 88 (Kwaschik, Policy Document India — Nepal, drivers of NTFP-based Cross-Border Value Multiple Case enhancing productive and solutions to connect the of the cross-border area:
2011) (ENG) China — Laos livelihoods and Chain Study (Qualitative) knowledgg, adding value, CBVCs of four products can be local or subnational.
and reducing bottlenecks. (two cases).
governance.
(Yoshida and i Examine the tea dev. . . CBVC can generate a win- . . No clarity on the metric to
Hemmavanh, Academic Paper China — Laos model in Lao-China Sustainable Local Single Qase_ Study win situation by fostering Comparison of the scenario weight the project
L111 . (Yunnan — Development for (Quantitative & - before and after the CBVC .
2010; Yuzhe et (ENG) Phongsaly) CBR through the lenses Peace Qualitative) local economic roiect outcomes, and the lagging
al., 2011) gsaly of CBC. development. project. issues.
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(Continued)

Integrated Project Design

Indonesia — Determine the optimal Cross-Border Value Sinale Case Stud based on the analvsis of Studied the existing and The analysis has a more
(Lord and Consultancy Malaysia (West configuration for an . . gle L.ase Y N fhe analy potential CBVCs to develop subnational approach,
: . Chains (Mix- (Quantitative & potentialities in CBVC . . - S
Chang, 2019) Study (ENG) Kalimantan — integrated CBR L - clusters in Border Economic without considering the
methods) Qualitative) (trade, investment, .
Sarawak) programme. Area. impact at local levels.
development plan).
. . Cross-Border Value Integrated Project Design Studied the existing and .
Indor]e3|a N Igientlfy thg most Chains (Cost-Benefit | Single Case Study based on the analysis of potential CBVCs and The ana_IyS|s has a more
(Lord and Consultancy Malaysia (North | optimal configuration - o R subnational approach,
; . Analysis & Non- (Quantitative & potentialities in CBVC selected the most - o
Chang, 2018) Study (ENG) Kalimantan — for an integrated CBR - - L - without considering the
Monetarized Project Qualitative) (trade, investment, recommended ones to .
Sabah) programme. . impact at local levels.
Appraisal) development plan). further develop.
(Gonzélez Analyze the Binational Explanation the benefits
A . Argentina — Camelids Fair (FBC) Cross-Border . Explain factors that lead to P Not so much detail on the
Bergesio and Academic Paper L5 - s - Single Case Study from the FBC to the -
Bolivia (Jujuy — based on actors Cooperation & o the development and - tangible results on llama
Golovanevsky, (SPA) Potosf) dynamics and CBC Development (Qualitative) stoppage of the FBC camelids CBVC and the roduction
2014) y potential P PPag ' participation of every actor. P '
Describe the -
. methodological Cross-Border Value Develqpment of a t.OOI. for Methodology to guide No clarity of what kind of
Methodological Central . - . . . Quantitative, Qualitative, consensus. Generated based
(Oddone, 2019) . - approach to identify Chain (Regional Theoretical Study - - - - bottlenecks a CBVC could
Guide (SPA) America and Political Analysis of on regional experiences of
bottlenecks and Connectedness) CBVCs 1GOs face.
strengthen CBVCs. ' )
. . Not so much detailed on
Analyze the Businesses (and their . . . -
(llbery and Academic Paper England — sustainability of VCs Short Food Value Multiple Case CBVCs) are not particularly The six cases give details the cross-border _splllovers
- oo - - about their food CBVCs & that affect businesses
Maye, 2005) (ENG) Scotland CBR operated by small rural Chains Study (Qualitative) | sustainable but driven by a spatial configurations (focus on remoteness
enterprises in the CBR. strong economic imperative. P 9 ’ issues)
Latin American CBRs differ
Smart Specialization f:r?;(iﬁurdoigfiizl?r:ﬁz Summary of learnings of the The description of cases
(Haarich, Final Project Latin America | Report the development P Multiple Case 9 . four executed CBVCs and their implementation
. (S3 & RIS3) . transference of policies such .
2018) Report (ENG) (four CBRs) of CBVC projects. Study (Qualitative) - . (learnings for CBRs, and for measures were not so
Approach as SME innovation, - - - -
- international cooperation). detailed.
clusters, and business
competitiveness.
Brazil — Peru Idiggg r;ntgovlfgxgtlgey Cross-Border Cross-Border Cluster Strategic approach at Not izemlgggl (iet:t'ila?bom
(EC - DG Consultancy (Amazonas — P - . Single Case Study proposal for Aquaculture regional level to coordinate - P
: cross-border Regional Innovation o . . . configurations,
Regio, 2015) Study (ENG) Loreto/San S (Qualitative) Value chain based on and align the different -
- cooperation in the Systems h - involvement, and
Martin) SWOT Analysis. stakeholders in the CBR. .
Amazon CBRs. repercussions.
. - No explanation of the
- - Promotion of CBC with a -
. . . - Report the execution of . Description of the . theoretical framework to
(Comunidad Final Project Bolivia — Peru - . Cross-Border Value Multiple Case variety of stakeholders .
Andina, 2019) Report (SPA) (three CBRS) the CBVC projects in Chains Study (Qualitative) development of two CBVCs along the whole value developing CBVCs and

the ZIF Peru-Bolivia.

(Alpaca and Coffee).

chains.

how it was reflected in the
project.

Languages (lang.): SPA: Spanish, ENG: English
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Figure 2.5. Mental Mapping (Author s elaboration)

In the second iteration, based on these preliminary categories, the coded extracts were sorted
while observing the probable interconnections between them: although they were interconnected and
could be considered within the same category, some extracts related more to the problematic, other to
potentialities, and other to risks). Based on this analysis, the coded extracts were grouped in 48
categories. The third iteration was carried out simultaneously with the writing process (last step).
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4.8. Writing

For this research, writing is considered as an analytical step rather than simply reporting. Taking
Augustine, S. (2014)’s ‘writing-as-analysis’ methodological approach, reading and writing processes
become ‘a force’ that enables complex relationships. The main purpose of this step was to write each
‘void’ category as a small composition, based on the theoretical and conceptual framework, and the
outcomes from the SLR (the sources, extracts, notes, memos, drafts, or any other produced writing).
This was complemented with other references to fill the theoretical gaps (‘theoretical sufficiency’). In
the process of constructing each composition, writing-as-analysis means assembling ideas while new
ones arise (meaning, properties), connect (compare, merge, exclude, etc.), and justify themselves (bring
examples and other academic references), shaping stronger argumentations® —similar methodological
approach as implemented in Grounded Theory Analysis (Charmaz, 2006; Wong Villanueva, Kidokoro
and Seta, 2023).

During this process, each composition had four sections: it starts with a definition to give
meaning to the void category, followed by a description of the problematic (why this void represents a
problem and the negative effects on the CBVCs). The third part explains the potentialities of solving
the void: what would be the positive consequences of implementing a solution. The last one is related
to the opportunities and risks of solving this void, that said, the issues that should be considered as this
void is interconnected with others. Each composition was written in an average range of 500 to 1200
words. Finally, the final list was reduced to a total of 36 institutional voids (approximately 24,000

words).

5. Outcomes of the Systematic Literature Review

The analysis of the selected articles gives some insights about the conceptualization of cross-
border value chains. First, most of the sources were published in the 2010s (87.5%), especially in the
second half (56.3%). This implies that the adaptation of the value chain approach into cross-border
regions is a relatively new territorial strategy (developed in the last fifteen years) — at least in the areas
from which the sources come from. In addition, most of the articles does not explicitly mention the

‘cross-border value chain’ terminology: six of them explicitly coin the term (37.6%), six consider a

8 This writing-as-analysis process is very similar to the last steps of the Grounded Theory methodology as
documented in Wong, Kidokoro, and Seta (2023). However, the present methodology cannot be considered as
Grounded Theory because there was an already defined theoretical framework, the coding process did not focus
on finding actions or processes, and the present work does not strive to be a middle-range theory but an analytical
framework.
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value chain approach across border territories (37.6%), and the rest works under the same theoretical
and conceptual frameworks of this research but under other names (e.g., cross-border corridor, cross-
border regional innovation system, cross-border smart specialization etc.). This gives the idea that cross-

border value chain has been a very specialized mechanism for some contexts.

From the selected sources, six are academic case studies (43.8%), six are case evaluations for
consulting proposals or policy recommendations (31.3%), two are final project reports of executed
CBVC initiatives (12.5%), and two are methodological guides (12.5%). In relation to the first type of
sources, these academic case studies explore the CBVCs experiences that have already taken place,
whether they were formally supported by local governments (two experiences), or if they were mainly
informal dynamics or with little supported from governments (four experiences)®. The consulting
proposals mainly target the potentialities of formalizing cross-border productive and trade dynamics to
shape stronger CBVCs. In addition, two sources document the experiences of formal CBVC projects
executed by the EU and CAN in Latin America. Finally, the last two are theoretical-methodological
approaches to consider in the elaboration of CBVCs (especially in Central America). This evaluation
highlights the efforts of bringing a stronger participation of public entities into shaping CBVCs, but few

have been materialized in formal projects.

In terms of the productive sector of each value chain, most of them (68.8%) are agriculture
value chains including agroforestry products, livestock, and crops. Three of the sources show a mix of
CBVC alternatives between the agriculture sector and manufacture one(18.8%), and only one source is
related to cross-border automobile manufacture (6.3%). The focus on primary sector or basic
infrastructure is related with the location of the cross-border regions (Figure 2.6). Most of the sources
are cases from South-East Asia (37.5%), South America (37.5%), and Central America (18.9%). Only
one case is reported in Europe (the England-Scotland CBR). Thereby, 93.8% of the articles refer to the
Global South, where most cross-border regions between developing countries are characterized by low
population density, high-environmental value, strong illegal flows, and lack of participation of
governments or border political struggles. Under these characteristics, it is possible to understand
CBVCs as development strategies in lagging regions that promote productive articulation based on

primary sector development and basic manufacture processes.

9 Although these cross-border value chains consider some flows that would fit conceptually as cross-border
informal trade, participation of governments in promoting formal flows through new regulations, and the presence
of local productive infrastructure to process raw materials imply that, although the supply may informally cross
the border, value creation is generated (partially) in the cross-border region.
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Figure 2.6. Location of Literature (Author's elaboration)
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One last question arises not from the areas to which the sources refer, but from those that are
not mentioned: why are there no references in North America, Europe, or Africa? During the practical
screening, there were no or scarce articles from Central Asia, Middle East, or East Asia, (This echoes
the results from Chapter 4). However, North America, Europe, and Africa appeared during the practical
screening but using different concepts. In the first case, most literature referred to the maquiladoras
between Mexico and USA, but they were not considered as a CBVC because of the low value creation
that assembling manufacture brings to the CBRs (referring to the previously cited ‘Smiling curve’

effect).

In the case of Europe, Eastern European cases on productive articulation follows the
methodologies created by Western Europe. In the European Union, due to the higher population in
CBRs, technological development, and legal compatibility, it is possible to play stronger under
economies of scales. Thus, concepts such as cross-border clusters or cross-border regional innovation
systems (CBRIS) predominate in literature of that part of the world. In a certain way, references indicate
that value chain approaches have been already implemented and, due to the degree of development,
clusterization is the main spatial-economic configuration for current European CBRs (implying a linear

evolution from value chains to clusters).

Finally, the literature about Africa reveals the persistent political struggle across African
borders, with low participation of the government and low productivity. Most references evaluate the
situation of cross-border informal trade (CBIT), with low value creation across borders. Productive
articulation in Africa is mainly focused on the promotion of Development Corridors, that means,
articulating the factor endowments from main urban centers rather than fostering development of CBRs

(subregional scale rather than cross-border scale).

This cross-evaluation of sources gives some insights about CBVCs. As a spatial-economic
configuration for developing cross-border regions, a CBVC can be considered as a localized
phenomenon in Latin American and South Asian contexts, to develop lagging CBRs based on the
productive articulation of primary sector and basic manufacture. Thereby, a CBVC approach becomes
a spatial-political development tool that builds on existing productive and trade flows across borders.
However, initiatives to formalize them is more a recent trend that have been explored in the last two
decades (as an alternative to other more ‘developed’ spatial-economic strategies such as clusters), but
with few achieved projects — and even less project evaluations— in both regions. While this explanation
emerges from the selected sources, new literature reviews and qualitative research are recommended to

discuss these hypotheses.
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6. About Cross-Border Value Chains

Answering the research questions, the Systematic Literature Review give us some highlights
about the relevance of CBVCs, how they operate, and what exactly they are. Emphasizing what was
mentioned above about the scope and limitations, the objective of this research is to begin a conversation
rather than setting strong definitions. However, methodological rigor gives this research a good start to

on bringing more clarity on cross-border value chains, their triggers, and mechanisms.

6.1. What Is a Cross-Border Value Chain?

The SLR reveals that not so many scholars have adventured in defining a CBVC: Only a quarter
of all sources (L1, L68, L70, L170) have coined a definition under concepts such as ‘cross-border
productive articulation’, ‘cross-border productive chains’, ‘corporate chain in CBRs’, or ‘cross-border
agricultural value chains’. Although there are some variants between them, those definitions match with
the selected parameters in the theoretical and conceptual framework, highlighting three main elements:
the product, the place, and the cooperation.

A Cross-Border value Chain (CBVC) is a concatenation of activities in which each of them add
value to a product, and whose value creation is carried out partially or totally throughout the cross-
border region. The ‘cross-border’ nature requires the participation and concentration of not only the
private sector but also of the public one and other related stakeholders, working together towards a

common or complementary productive development goal.

Thereby, a CBVC becomes a political-economic initiative with local social impact, which
incorporates a concept of territoriality that instrumentalize the borders and their benefits to create value
through new cross-border configurations of productive articulation, technological transformations,
cooperation schemes, marketing channels, and more. That said, a CBVC product value embodies the
impact of a cross-border region over domestic and international markets, that is ultimately determined

by the price consumers are willing to pay.
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6.2. Why Are Cross-Border Value Chains Relevant?

The Why-question focuses on understanding the value of cross-border value chains: What are
they aiming for? What do they stand for? Are they important? If so, why? Thereby, this section seeks
to identify the purpose(s) or potential behind considering CBVCs as a development option for CBRs.
Answering these questions, the SLR reveals six main reasons that support the implementation of
CBVCs as they root for regional integration, global economic engagement, innovation, sustainable

development, value creation, and peace.

e Multi-scalar Regional Integration

Cross-Border Value Chains are considered as comprehensive strategies to achieving regional
integration at different levels and in different dimensions, not only in the economic one (L208). Thereby,
‘CBVC:s for Regional Integration’ is born out of the need to overcome the territorial fragmentation and
peripheralization of territories created by the Westphalian model of nation states (L208). At
macroregional or subregional scale, CBVCs promote economic integration by strengthening
intraregional trade, and trade relationships (L170). At local scale, it allows countries to articulate their
border areas and value chain nodes by taking advantage of their productive affinity, territorial proximity,

trade complementarity (L170).

The CBVCs entails to close the social, economic, environmental flaws and gaps throughout the
territory by articulating and strengthening the natural resources, institutions, and productive activities
(L1). Thereby, a CBVC embeds a framework to address spatial problems through cooperation (L1) and,
at the same time, a process that leads to the emergence of cross-border regions and promote multi-scalar

integration between the overlapping regional arrangements (L70).

e Insertion in the Global Economy
Considering ‘CBVCs for Global Economy’ invites to interpret them as an internationalization
project to articulating territorial enclaves to the global economic networks (L170). Thereby, CBVCs
use their cross-border origin and create a competitive advantage to penetrating and positioning in the
Global Value Chains and emerging markets, breaking with the lagging asymmetries created by national
economies (L118, L170). The establishment of cross-border productive systems strive to consolidate
productive complementarity and promote a better and more competitive insertion into global production

and markets, ensuring profits to local producers and companies (L111, L118, L170).
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e Cross-Border Sustainable Development

In multiple CBRs, marginalized and poor communities depend on the production and sale of
their natural resources to receive a basic income and get out of poverty (L88). Thereby, CBVCs
interconnect with the economic, social, and environmental conditions that surround local communities
and become a mean to tackle their problematic (L1, L88, L111, L118). ‘CBVCs for Sustainable Local
Development’ address these issues and face the needed changes through the territorialization of value
chains: the value of products emerges from the cross-border articulation of the territory and should be
retained in their institutions, capacities, and people, appropriating the mechanisms for their own local
development (L1, L68, L70, L180). The value embedded in value chains is reflected in higher and stable
incomes, the reduction of socioeconomic gaps in living conditions, and the improvement of well-being

through environmental sounded productive practices (L1, L88, L111).

e Value Generators

‘CBVCs as Value Generators’ embrace borders and cross-border regions as a source of value
creation, and therefore, a key determinant in establishing a competitive advantage and expand regional
market, increase price, reduce transaction costs, improve border industries, etc. (L88, L111, L118,
L.170) While products, geographic conditions, marketing strategies or other factors exist and can be
better in other productive regions, borders do not, bringing uniqueness and opportunities to leverage the
value of products. The value in cross-border value chains emerges not only from its designation of
origin, but because it enables the development and internationalization of local businesses and
governments by exploiting differences and complementarities across borders, moving production to
higher value activities, or inserting themselves in regional and international value chains (L117, L118,
L170).

e Peace

Although this one has not been mentioned as frequent as the others, ‘CBVCs for Peace’
intersect the relationship between peace and development: Considering peace as the equitable
distribution of economic, political, and social opportunities and freedoms, development becomes a
mechanism to tackle the structural factors that perpetuate inequality, violence, and poverty (Barnett,
2008). Thereby, productive articulation, cross-border cooperation, and a comprehensive territorial
approach in CBVCs serves to target the needs of producers that depend on the production of illegal drug
trafficking supplies that proliferate in CBRs, promoting the eradication of illegal flows from the
plantations (L63, L111).
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¢ Innovation Labs
Following the idea of cross-border regions as laboratories, to think about ‘CBVCs as innovation
labs’ is to consider them as innovation spaces to promote international cooperation, local development,
and multisectoral articulation (L208). CBVCs become into development engines to overcome the
lagging issues of CBRs with a smart, sustainable, and innovative approach, highlighting the value of
cross-border ‘localities’*® (Massey, 1993) (L68, L111, L180).

6.3. How Do Cross-Border Value Chains Operate?

How do they promote regional integration? What are the mechanisms for connecting CBRs to
the global economy? In which way do they engage in peace and development? These questions strive
to understand the mechanisms and paths that CBVCs take to achieve their ‘whys’, in other words, their
operationalization. Six mechanisms can be identified: benefiting from proximity and complementarity,
generating scale economies, fostering cross-cutting strategies, promoting area-based development,

building Cross-Border Governance, and reducing negative spillovers.

e Benefiting from Proximity & Complementarity

The geographical proximity between border regions opens the possibility to benefit from the
local factor endowments (capital, labor, land, and entrepreneurship) and competitive advantages of the
other side, leading to economic complementarity (L1, L118, L170) (Amidi and Fagheh Majidi, 2020).
This is achieved by strengthening intraregional trade of intermediate goods, articulating value chain
nodes across borders, facilitating the exchange of resources, building local productive capacities,
linking labor supply and technical training needs with productive activities, cross-hauling investment,
and more (L64, L68, L111, L170).

Economic complementarity relates to the instrumentalization of existing cross-border spillovers
or externalities (unexpected outcomes from one side’s doing that affect the other side) in favor of a
positive economic interdependence between both economies (L64, L70, L111). For example, in the

CBR between Cambodia and Vietnam, the differences on rice price, seasonal demand, quality

©Tn her ‘Questions of Locality’, Doreen Massey (1993) distinguishes between ‘places’ and ‘localities’,
considering the latter as a more comprehensive conception of place: a locality is the meeting of several networks,
events, or places in a single space. Thereby, the value of cross-border localities lies in the instrumentalization of
this plethora of relationships to enhancing CBVCs. In other words, how the advantages that a CBR possesses can
support its own development.
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perception and land ownership establish a dynamic flow of rice from the former to the latter, benefiting
both producer populations (L64). In addition, economic complementarity leads to a mutual leverage of
capacities to increase productivity (L118), generating new productive logics and joint competitive
advantages (L170). Thereby, proximity and complementary promotes regional integration and foster
the emergence of scale economies, and international competitiveness (L111, L117).

e Generating Economy of Scale

Addressing the remoteness and spatial dispersion of productive activities in CBRs, CBVCs are
mechanisms to increasing the density of cross-border production and trade flows across borders, leading
to an economy of scale (L170). This is achieved by the instrumentalization of cooperative actions,
concentration of processing stages, or exploitation of the difference between factor endowments (L1,
L117,L118).

Agglomeration allows the bypass of certain productive activities to one side of the border to
the other, enabling the specialization of productive activities and the redistribution of resources,
technology, and labor (L117, L118, L170). In addition, economies of scale facilitate the attraction of
technological firms and financing sources, the accumulation and diffusion of knowledge appropriate to
the territorial capacities, the increase of export capacity, or the reduction of transaction costs (L64, L68,
118, L170). By promoting economies of scale through measures such adequate governance schemes
or legal and regulatory frameworks, this strategy leads to the clusterization of cross-border production,

promoting deeper regional integration and insertion in the global economy (L118, L170).

¢ Promoting Area-Based Development

While Global Value Chains reinforce the idea of deterritorialization of production, Cross-
Border Value Chains highlights the cross-border territory as the main axis to develop themselves and
competing in global markets. CBVCs encourage development strategies (labor creation, infrastructure,
technical training, etc.) to increasing income in the determined area and reach large sectors of the local
population (L88). Thereby, this type of value chain positions territory at the center of development,
considering the creation of local employments, environmental impact of production, the potential on
territorial identity to positioning products, or the rescue of local knowledge to improve production (L68,
L88, L211). Thus, territory is the origin of product value, and strives to be the destiny of its profitability,

promoting sustainable local development.

This development reaches the local population through their training to become skilled laborers

and through their involvement in several value chain nodes (L88, L118). Thereby, the insertion of
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producers into more profitable markets, formal economies, and economic opportunities, lead to a
gradual increase of stable incomes, living standards and sustainable practices, reducing the economic,
social, and environmental problems in CBRs (L.88, L111). In addition, linking better living standards
with the relevance of own products incentives to abandon passive attitudes towards production, increase
producers’ motivation, and replace the dependency to subsidies by more innovative approaches (L68)

— producing virtuous cycles of intangible resources to sustain the flourishment of CBVCs.

e Building Cross-Border Governance

As a political-economic initiative, CBVCs entail cross-border cooperation between a plethora
of actors coming the from public and private sector, civil society, academia, etc. (L68). This demands
the formation of ‘good enough’ cross-border governance schemes to facilitate productive articulation,
mobilize and engage local actors, or generate discussion spaces (L68). Success on this realm leads to
the emergence of a cross-border institutionality (joint agencies, agreements, common programmes, etc.)

that instrumentalize CBVCs to achieving cross-border sustainable development.

e Replacing Negative Cross-Border Spillovers

As peace and development are interlinked in cross-border regions, public policies promoting
CBVCs can help curb illegal flows by addressing them from the cradle: enabling stable incomes for
poor farmers gives them an alternative to the cultivation of opium poppy, coca bush, or psilocybin
mushroom, limiting the main supply for narcotic drug manufacturing (L63, L111). This approach can

curb other illegal practices such as trafficking of endangered species, or illegal logging.

e Fostering Cross-Cutting & Leap-Frogging Strategy

CBVCs can be seen as innovation labs where successive technological transformations add
value to local production and address local problems (L68). Innovation is a permanent condition
throughout the value chain, starting from Research & Development activities based on local knowledge
and capacities (L68), going through the reduction of related local problems (e.g., tackling
underemployment, reducing energy demand, etc.) (L88, L180), to marketing and positioning the
product in more profitable or emerging markets (L118, L180). Thereby, cross-cutting & leapfrogging
strategies ‘retain’ the economic value of the product in the local economy by fostering and establishing
creative capacities, addressing the triggers of peripheralization from unconventional approaches, and
finding ways to benefit from the potential of the CBR and the product (L68, L180, L208).
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7. Connectedness Voids

Based on the analysis of the sixteen sources, this section unravels a list of institutional voids
that should be considered to study the regional-economic connectedness of CBVCs with themselves,
and with other scalar arrangements (BVCs/RVCs/GVCs). The list of voids intents to become an
analytical framework to unraveling the ‘black box’ of development: how exactly does a development
initiative lead to its final outcomes? How did it fail? What should have been done different to promote

local development (e.g., more income, more exports, better satisfaction)?

While a list of 36 categories seems overwhelming, each void is an institution (or factor that
affect or is affected by other institutions)!! that exists in cross-border value chains and that should be
considered. However, the opposite represents a worse approach: Reducing the complexity of cross-
border regions into a single-concept problem (e.g., “the problem is high transaction costs”, “the problem
is lack of information”, “the problem is trade barriers”) leads to the formulation of weak development
initiatives, poorly conditioned to the real context, and destined to generate few benefits or even create
new problems. Thereby, considering these 36 categories implies to reconsider how solutions should be
promoted in their content (e.g., objectives, scope, activities, etc.) and layout (e.g., means of
implementing such as policies, project, plans, etc.). The idea of this list is not about moving from one
big black box of uncertainties to smaller ones. The purpose lies on understanding development not as a
‘black box’ but as a ‘Pandora’s box’, where the multiple voids interrelate and cannot be target with one-
sided solutions, highlighting the need to address territorial inequalities by considering the intersectional

nature of development issues.

Table 2.6 represents the final list of institutional voids or, to focus more on this work, the
connectedness voids. The table reveals the sources where each void was mentioned, from the highest
score to the lowest (see quotes per void in Appendix 1). Most voids (72.2%) are present in at least half
of the sources. Any void is considered in all the articles, and only three of them can be found in 13 of
16 sources. Although some voids could be considered similar, related, very complex or very simple,
each one has a logic and own explanation. This section strives to break down some big boxes (e.qg., high
transaction cost, lack of information, etc.) into smaller units. For the following explanation, the voids
have been organized in ten issues or thematic areas and embedded in the Canvas of Connectedness
Voids or ‘Connectedness Canvas’ (Table 2.7). Each void composition is divided in four sections:

definition or meaning [1M], problematic [2P], potentialities [3T], and opportunities & risks [4R].

11 Some connectedness voids can be considered as institutions, while in others they are factors or drivers that
impact or are impacted by institutions. Even though, most of the time they represent collective behaviors, beliefs,
values, or relationships that can become institutionalized if they are repeated and reinforced over time, and widely
recognize by the society or a group of people.
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Table 2.6. List of Connectedness Voids and their mention in the selected Literature (Author s elaboration)

- Connectedness Voids L170 L180 L208 L211 L215
1 Lack of Businesses or Nodes in the Cross- 13 « « « « « « « « « « « « «
Border Value Chain
Lack of Productive Knowledge & Skilled
2 .. 13 X X X X X X X X X X X X X
Technicians
3 | Lack of Marketing Channels 13 X X X X X X X X X X X X X
4 | No Motivation for Cooperating/Producing 12 X X X X X X X X X X X X
5 | Low Change Capacity 12 X X X X X X X X X X X X
Low Connectivity and Trade & Transport
6 12 X X X X X X X X X X X X
Performance
No Harmonization of Business/Industrial
7 . . 11 X X X X X X X X X X X
Development Policies
8 Lack of Productive Supplies, Equipment & 11 « « « « « « « « « « «
Infrastructure
9 | Presence of Trade Barriers 11 X X X X X X X X X X X
10 Operational Instability: Small & Inconsistent 11 « « « « « « « « « « «
Supply/Volume
Weak Articulation of the Cross-Border
11 . . 10 X X X X X X X X X X
Social Capital
12 | Difficulty in Knowledge Transfer 10 X X X X X X X X X X
13 | Lack of Access to Financing Sources 10 X X X X X X X X X X
14 | Low Product Quality & Standardization 10 X X X X X X X X X X
Weak Cross-Border Governance & Joint
15 e 9 X X X X X X X X X
Management Capabilities
No Harmonization of Border Policies &
16 . . 9 X X X X X X X X X
Policies at the Borders
17 | Informality of Cross-Border Economies 9 X X X X X X X X X
18 | No Clarity of a Joint Identity 9 X X X X X X X X X

(Continued)
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(Continued)

Lack of Trust, Transparency &

- Accountability . X X X X X X X X X

20 | No Presence of Development Partners 9 X X X X X X X X X

21 Lack of_ Business Knowle_dge & Skilled 9 « « « « « < < < «
Professionals/ Stewardship

22 | Absence of Intermediation Functions 9 X X X X X X X X

23 | High Environmental Degradation 9 X X X X X X X X X

o4 Lack of Leaderships & Participation of Key 8 « « « « « « y <
Actors

25 | Weak Marketing Information Systems 8 X X X X X X X X

26 | Poverty & Demographic Decline 8 X X X X X X X X

27 | No Institutional Mix 7 X X X X X X X

28 Is_ggléec;f Dialogue & Decision-Making 7 « « « « y y .

29 | Presence of Illegal Flows 7 X X X X X X X

30 | Low Access to Secure & Quality Land 7 X X X X X X X

31 | Limited Capacities of Public Institutions 6 X X X X X X

32 | Low Associativity Capacity 6 X X X X X X
Market Access Instability: Fluctuatin

S Demand & Price ) ’ € X X X X X

34 | Low Bargaining Power 6 X X X X X X

35 | Utility Scarcity 5 X X X X X

36 | Gender Inequity 2 X X

11 | 11 | 11 | 31 | 23 | 21 | 28 | 23 26 24 10 11 30 26 29
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Table 2.7. The Connectedness Canvas (Author ’s elaboration)

The Connectedness Canvas

1 Weak Articulation of the Cross-Border Social Capital
Governance 2 No Institutional Mix
Voids 3 | Weak Cross-Border Governance & Joint Management Capabilities
4 Lack of Dialogue & Decision-Making Spaces
5 Lack of Businesses or Nodes in the Cross-Border Value Chain
6 Lack of Leaderships & Participation of Key Actors
Stal$2izlgers 7 No Presence of Development Partners
8 Absence of Intermediation Functions
9 Limited Capacities of Public Institutions
10 | Lack of Business Knowledge & Skilled Professionals/ Stewardship
ab) Kn\(;\(/)vilggge 11 Lack of Productive Knowledge & Skilled Technicians
12 Weak Marketing Information Systems
13 Operational Instability: Small & Inconsistent Supply/Volume
(V) P\';%?gst 14 Market Access Instability: Fluctuating Demand & Price
15 Low Product Quality & Standardization
16 Lack of Productive Supplies, Equipment & Infrastructure
17 Lack of Access to Financing Sources
V) Re\s}c())tijorlges 18 Lack of Marketing Channels
19 Low Connectivity and Trade & Transport Performance
20 Utility Scarcity
21 Poverty & Demographic Decline
V) Con_text 22 Low Access to Secure & Quality Land
Voids 23 High Environmental Degradation
24 Gender Inequity

VIN) Borders 25 Informality of Cross-Border Economies
Voids 26 Presence of Illegal Flows

27 No Harmonization of Border Policies & Policies at the Borders

(VI | Legal Voids pwis No Harmonization of Business/Industrial Development Policies

29 Presence of Trade Barriers
30 Lack of Trust, Transparency & Accountability
Intangible 31 No Motivation for Cooperating/Producing
Voids 32 No Clarity of a Joint Identity
33 Low Bargaining Power
N 34 Low Change Capacity
Ca\;;g::ollzles 35 Low Associativity Capacity
36 Difficulty in Knowledge Transfer
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7.1. Governance Voids

This set of voids refer to mechanisms related to the cross-border articulation of stakeholders
such as the existence of cross-border social capital (CV01), institutional mix (CV02), a governance

system or management capabilities (CV03), and dialogue and decision-making spaces (CV04).

CVO01: Weak Articulation of the Cross-Border Social Capital

[LMeaning] One of the identified voids in the formation of CBVCs is the weak articulation of
the social capital in cross-border regions (L63, L68, L70, L79, L88, L111, L117, L180, L208, L211).
Cross-Border Social Capital can be considered as a fundamental and endemic process of the socio-
spatial formation of cross-border regions, characterized by the relationships (linkages between actors),
social constructions (social norms, values, collective imaginaries, etc.), and interactions (socialization
of those constructions) that are mobilized and established across the borders (Wong Villanueva,
Kidokoro and Seta, 2022). Based on the shared experience generated by how actors use and relate across
the borders for fulfilling their needs, there is an ‘articulation of relationships’; a phenomenon of mutual
capacity development that generates the conditions for cooperation (\WWong Villanueva, Kidokoro and
Seta, 2023). The concept of social embeddedness suggests that economic behavior is mediated by a
complex web of social relations (180). Thereby, the confluence of social and economic actors —such as
municipalities, communities, international cooperation, wholesalers, etc. (L70)— and their constructs —
trust, local ties, price, markets, etc. (L180)- are important for the success and sustainability of

cooperation in cross-border value chains.

[2Problematic] As border regions tend to be at the geographical, political, and economic
periphery of the countries, they have limited possibilities to build a critical mass of people and
institutions along the CBVC (L.208). This creates a situation in which linkages are scarce and, rather
than being a means of cooperation or concentration of capacities, they are more of a contingency plan
in the face of needs or emergencies (L79). Thus, the lack of social capital makes extremely difficult the
development of joint projects (L208) or even more, with multiple businesses working isolated in the
same sector and without a consolidated productive agglomeration, there is competition rather than
collaboration (L79). In the opposite case, strong social networks generated around the political-
historical construction of cross-border externalities or negative spillovers tend to sustain illegal flows,
corruption-based transactions, or dependency patterns, limiting the possibilities to establish ‘good

enough’ governance models for CBVCs (L63).
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[3Potentialities] Cross-border social capital relates to different kind of relationships, from the
informal personal ones to formal complex relational systems. Personal interactions are necessary to start
shaping informal relationship-based business practices and, over time, allowing the consolidation of
institutional agreements or the organization of cluster arrangements (L117). The preexistence of good
and strategic relationships at multiple levels (bi-local, bi-subnational, and bi-national) allows the
gradual emergence of non-formal and formal initiatives that can complement among themselves and
provide support on productive activities (e.g., educational networks from local universities and research
institutes with companies to train their human resource) (L211). Working with those relationships
makes available the already existing knowledge, resources, and capacities, avoiding repeating the
learning curve (L88). Furthermore, their consolidation can lead to the formation of institutions that
assembles the cross-border territoriality, such as the appearance of cross-border committees or entities

that can attract or articulate more efficiently investments, programmes, and projects (L70).

[4Opportunities & Risks] The social construction of the CBR through personal relationships,
networks, and institutions is a key factor for developing CBVCs (L68, L180). The development and
implementation of initiatives should reflect the complexity of socio-political relationships that underpin
the cross-border social capital (L63). In this way, the promotion of networks benefits the process of
identifying and managing projects with cross-border productive and social impact (L68). Strengthening
the cross-border social capital, especially actors engaged in the productive sector of the value chain,
represents a mean to expand the base of members who actively and systematically collaborate across
the borders and the related productive activities (L211). These benefits are widely amplified with the

reduction of trade barriers, that foster more formal relationships across borders (L111).

Stronger articulations set the conditions to fulfill other voids by stimulating the appearance of
concertation processes and spaces, cross-border quadruple-helix collaboration, local initiatives based
on joint identity, and more (L70, L79, L111). However, not all actors would be part of the CBVC, and
not all relationships are convenient (e.g., the participation of regulatory actors in early stages can lead
to the disassembling of social capital) (L158), showing that this void is interrelated with other issues

such as the need of trust, motivated entities, progressive approach, and others.

CV02: No Institutional Mix

[1M] The lack of institutional mix is also considered a critical void to connecting CBVCs (L68,
L79,L88, 111, L170, L208, L215). Borders are the meeting of a plethora of stakeholders with common
and opposite interests, frameworks, and ideas about border development (\Wong Villanueva, Kidokoro
and Seta, 2023). A Cross-Border Value Chain, as a political-economic initiative with social impact,

implies the participation of multiple types of stakeholders (public, private sector, civil society, etc.)
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acting at different scales (local, subnational, national, international, etc.) or sectors (agriculture,
productive, social development, etc.). At the same time, stakeholders should consider interrelation
configurations that could be horizontal (within the same territorial space, development stage, similar
needs, etc.), or vertical (actors involved in the upstream and downstream activities of the value chain)
(L170).

[2P] The cross-border articulation of productive activities, as a cooperation strategy, demands
the consensus on common goals for productive development (L170). However, in addition to the
problems related to the concertation of interests, the lack of presence, participation, or opposition of
stakeholders contribute to the lack of knowledge and available capacities that contribute to the proper
development of CBVCs (L88). Due to the peripheral condition of borders, in many cases those actors
are not present in the area, generating multiple troubles and externalities such as ‘rigid’ borders,
productive gaps in the value chains, business dispersion, the predominance of cross-border informal

markets, and more.

[3T] The role of public institutions is a determinant to ensuring the success of cross-border
cooperation initiatives (L68). Public authorities add the political dimension to the CBVCs, and each of
them fulfills a different role to articulate other stakeholders. Supranational entities have the capacity to
anchoring large sets of stakeholders into territorial initiatives and attracting financing opportunities
(L68). National governments (Foreign Affairs, Sectoral Ministries, regulatory entities, etc.) play a
relevant role in facilitating binational cooperation (e.g., reducing trade barriers, signing cooperation
agreements, etc.) and developing capacities at regional and local level (L88, L208). Finally, subnational,
and local governments can coordinate inter-district actions, develop inclusive chains, attract
investments, promote local leadership, and ensure social impact components in the projects and policies.
(L68, L111).

On the other hand, private sector —smallholder producers, SMEs, producer cooperatives,
logistic companies, trade associations, and more— has a fundamental role as they are the main
component of the value generation processes. The participation of diverse upstream and downstream
actors increases available business and productive knowledge that promotes the reduction of production
and logistic costs (L88, L117, L118). In addition, considering civil society represents an opportunity to
foster inclusive articulations into the value chains (L68). While the academia and some NGOs have had
a relevant role in value chains as knowledge and training partners (L68), communities and producers’
families are great opportunities —-most of the time underrated— to better aligning development plans with
the territory and include sociocultural assets in the design and implementation of CBVCs (e.g., gender
equity, ethnicity, etc.) (L215).

[4R] While the absence of stakeholders generates multiple hassles, their excess demands more

suitable governance models in cross-border contexts, and therefore the risk of failure increases. More
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partners create the need to prioritize among all the territorial problems (L.215) and deciding between
them calls for strong leadership, agile coordination, and reaching consensus between the different actors
to aligning them towards the consolidation of the CBVC (L.79). On the contrary, the minimum number
and type of stakeholders that are needed varies from cases to case. Mapping the key actors brings
different perspectives to discuss at the table and is fundamental for success (L88, L111, L215). However,
their relationship with the generation, acquisition, and transmission of the knowledge to develop the
CBVC should reflect the complexity of cross-border regions (L208) to address the multiple flaws that
arise when two (or more) different systems meet at the borders (\Wong Villanueva, Kidokoro and Seta,
2023).

CV03: Weak Cross-Border Governance & Joint Management Capacities

[1M] Literature review highlights multiple times the lack or weak governance of cross-border
value chains and joint management capacities as a connectedness void (L68, L88, L117, L118, L158,
L.170, L208, L211, L215). Cross-Border Governance, the ‘act of governing cross-border regions’, refers
to a political decision process where actors (not only from public sector) organize themselves for a
better use of their own capacities and achieving better outcomes (\Wong Villanueva, Kidokoro and Seta,
2022). The governance of Cross-Border Value Chains, promotes a political-economic initiative with a
territorial approach, that is, how the involved stakeholders are related and operate in adding-value
activities within the CBR —more frequently, in the early stages of product extraction and processing.
Thereby, this governance is interconnected and partially embedded in the initial stages of the
governance of Global Value Chains (Gereffi, Humphrey and Sturgeon, 2005).

[2P] While multiple factors affect the governance of CBVCs, there are a few elements that
deserve attention in terms of the organizational and managerial aspects of governance (how
stakeholders relate, organize, and operate). The lack of cross-border cooperation frameworks and the
low degree of collaboration between stakeholders (especially in the productive sector) generates
productive gaps along the value chain, leading to selective collaboration based on low value-added
benefits (cooperation mostly in terms of commercialization rather than in a strategic or technological
approach) (L211). In addition, working across borders demands articulation that most of the time
escapes from the formal or legal ways of cooperation. Thus, low experience in CBC or unpreparedness
for upcoming challenges or changes can delay actions, discourage cooperation, or even threaten the
success of the entire initiative (L68, L208). Furthermore, motivation for immediate and practical results
clouds the idea of consolidating long-term cooperation vision, affecting the continuity of CBC
initiatives (L158, L215). Those problems lead to weak governance models that hinders the development

of cross-border value chains.
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[3T] Improving governance could be summarized in three objectives: focusing on increasing
and strengthening relationships, leveraging its organization through clear rules and processes, and
developing management capacities and solid institutions. First, increasing participation in the CBVC
governance demands to being engaged not only in the productive activities, but also in the ruling of the
system. For example, involving private actors can benefit the governance system by taking on the role
of technical advisors in the design, implementation and evaluation of public policies or programmes, or

supporting the operations of joint technical committees (L68, L170, L215).

Second, to shape a more organized system, it is worth knowing what determines the behavior
of the actors by having sufficient information on the types of their links and relationships, and how they
are affected or will react by the introduction or modification of rules and roles (L170). This leads to a
better configuration of the conditions, roles, capacities, and leadership that each actor has and that are
put into play through spaces and mechanisms for dialogue, decision-making, reporting, and feedback.
(L68) (Wong Villanueva, Kidokoro and Seta, 2022). To keep accountability, all decisions need to be
incorporated in their internal regulations and other institutional documents (L215).

Third, articulation and concertation of actors needs to be crystalized in strategies, policies, and
institutions (L170) and even more, embedded in the stakeholders’ own development plans, participatory
budgets, and development programmes (L211, L215). Thereby, the monitoring and evaluation process
would be easily conducted through the assessment of institutional reports of events, projects,
interventions, etc. (L215). To do so, developing management capacities implicates training public
officers, company managers, community leaders, and other actors that play a key role. In addition,
higher degrees of CBVC governance, such as the formation of clusters, demand a formal institutional
structure (e.g., cross-border agency) that provides a sustainable and cohesive networking arrangement
(L117). In addition, shaping a temporal or more permanent governance structure for CBVCs (e.g.,
agencies or project teams with own budget and functions) can lead to the direct provision of professional
and technical knowledge (L170, L215).

[4R] Limited knowledge on the GVC governance at local level raises the need to specify the
critical requirements for productive collaboration and create a feasible operating system to reduce costs
and expand operations of companies (L88, L117). Therefore, the consolidation of governance in cross-
border value chains should be supported by two ‘movements’ or recommendations. First, involving
stakeholders with previous CBC experiences allows to reduce the learning curve based on their
knowledge on place-based policies, previous joint projects, or implemented collaborative frameworks
(L208, L211). This is convenient for certain regions such as Latin America, where multiple los such as
IADB, CEPAL, UN system organizations or ODA agencies have developed CBC projects (L208, L211).

In addition, aligning with other governance frameworks — such as regional or global models, can allow
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to incorporate their management and evaluation mechanisms to guide and monitor local action (e.g.,
using the UN SDG model for CBC.) (L208).

Second, at early stages, governance falls more on individuals, groups, or specific departments
from institutions, giving relevance to personal relationships, social bonding, and intangible
infrastructure (L68). Betting for cross-border governance supposes a gradual shift from informal to
formal collaboration mechanisms (L118), where leaders must make the effort to bring the complexity
of CBVC dynamics to a joint bureaucratic system that is less political and more administrative. Thus,
decision-making spaces are means and results of higher cross-border governance. Facing this challenge,
cross-border agencies, as joint management institutions, have the capacity to carry out this bureaucratic
change by evaluating informal and formal mechanisms (e.g., discussion tables, technical committees,
etc.), providing technical support for legal and administrative tasks, monitoring the joint design and
fulfillment of their productive policies, or making investments in both sides of the border, reducing the
budgeting obstacles (L.208, 215).

CV04: Lack of Dialogue & Decision-Making Spaces

[1M] Dialogue and decision-making spaces have a relevant role in the good functioning of
governance systems, and therefore, a void to consider for CBVCs (L68, L111, L158, L170, L208, L211,
L215). Productive articulation in strategies, policies and programmes demands participation and
concertation of the institutional mix of actors (L68, L170) and, to the extent that stakeholders relate,
organize, and operate, they precise spaces for knowledge socialization, discussion and deliberation,

consensus achievement, feedback, and dispute resolution (\Wong Villanueva, Kidokoro and Seta, 2023).

[2P] Multi-stakeholders meeting spaces entails dialogue difficulties between actors (L170). For
example, Public-Public dialogue is hampered by coordination errors, competency gaps, overlap of
functions, lack of coherent strategies, different productive and border priorities, and low efficacy on
value chain competitivity. In private-private dialogues, the low associativity capacities and disperse
governance in existing ones reveal the obstacles to strategically coordinate and arrive to decisions.
Furthermore, in public-private partnerships, competing interests or incompatibility of systems leads to

unsuccessful or slow synergies (L170, L211).

In addition, multi-stakeholders meeting spaces have several other dimensions to consider in
terms of participation, adequacy of the spaces and their purpose towards strengthening productive
sectors. The low participation and low frequency of events delay decision-making and joint action
(L215). In addition, leaving actors such as civil society away from decision-making can relegate the

current dynamics that are relevant for inclusive development (L68). As an example, lack of gender
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parity in dialogue and decision-making reduces the effectiveness of CBVC policies and programmes as
women play a relevant role in several value chains: in the Bolivia-Peru CBVCs, women oversee quality
control processes in the coffee and alpaca value chain. Even more, while their husbands are not available,
women often manage the family lands and therefore the production (L215).

[3T] Political decision-making needs multilevel institutional arrangements that must include
mechanisms for knowledge management and diffusion, articulation of public entities’ agendas,
insertion of productive and social innovations, and promotion of new governance and business models
(L170, L211). As productive articulation, in most cases, is the synthesis of competing interests,
improving the dialogue channels allows a better harmonization of strategies and common productive
policies and their insertion in own institutional systems and productive sector policies (L170, L215).

Agile processes and clear identification of each stakeholder’s needs promote a good functioning
of public-public dialogue, creating an appropriate context for public-private partnerships (L170). In
addition, CBVC brokers or leaders can work as mediators for dispute resolution between public
agencies, producers and regulatory entities, businesses and civil society, etc. (L158) One example is the
role of the Phongsaly provincial agriculture department in mediating between local farmers and Yunnan
investors by brokering direct trade contracts to reducing conflicts and promoting the provincial tea
policy (L111).

[4R] As voids could be understood as a lack of knowledge, the generation, accumulation and
circulation of information and knowledge flows related to CBVCs represent a relevant mechanism to
promoting multilevel and multisectoral dialogue (L170). Thereby, the organization of multilevel
learning spaces, such as workshops, conferences, or events, can improve the socialization of CBVC
knowledge (L208, L215). In addition, there are multiple initiatives to promote more efficient dialogue
and decision-making spaces: public-private partnerships (L170), pluriactoral concertation pacts (L68),
binational technical committees (L215), etc. However, these are often a reflection of a relatively good

or advanced level of dialogue rather than a starting point for resolving disputes between actors (L68).

Generating effective mechanisms should start by following the existing —and most of the time—
informal dynamics and strengthening them without breaking the cross-border social fabric: several
experiences in Latin American CBRs (e.g., the binational Camelid Fairs or MAP Initiative workgroups)
reveals that producers and local SMEs demotivate in front of regulatory agencies as their legal
frameworks exclude them from a more formal conversation about cross-border collaboration (L158)
(Wong Villanueva, Kidokoro and Seta, 2022). Giving vulnerable populations —the poor, the women,
the elderly, ethnic minorities, and more— a seat at the decision-making table begins by addressing the
intersectionality between their lagging issues and the connectedness voids and their relevance in the

cross-border value chain.
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7.2. Stakeholders Voids

This set of voids refer to the existence of stakeholders or the capacities that they can bring to
the cross-border value chain such as presence of businesses or processing capacities (CV05), leaders
and key actors (CV06), development partners (CV07), intermediary functions (CVV08), and public sector
entities (CV09).

CV05: Lack of Businesses or Nodes in the Cross-Border Value Chain

[1M] The lack of businesses or value chain nodes (processing stages of a product’s value
creation and capture) is considered an important connectedness void in almost all the collected literature
(L1, L64, L68, L70, L79, L88, L111, L117, L118, L180, L208, L211, L215). The concept of CBVC
implies to articulating businesses and productive activities located in the CBR to make them competitive
in foreign markets. However, fragmentation and disorganization of value chain nodes undermine this
initiative. In response, the Integration and Development of CBVCs — the articulation of businesses,
resources, and capacities in productive processes to fulfill the value chain—, rises as an alternative to
turn the sector into an engine of territorial development and poverty reduction (L211).

[2P] The presence of value chain gaps, productive activities, or absence of nodes is common in
border regions: the lack of raw material and supplies, processing technologies, logistic facilities,
transportation & distribution, or marketing hinder border companies’ effectiveness to articulate with
their product’s value chains (L64, L211). In some cases, the nodes to fulfill the value chain are found
at the other side of border, generating productive complementarity, but also negative outcomes such as
unhealth trade dependency patterns (L70). Other contexts have more challenging situations with a lack

of value chain nodes or a limited number of businesses throughout the cross-border region (L180).

The value chain fragmentation is exacerbated by the disorganization of some productive
activities: the lack of association between producers or businesses generates a dispersion of resources
and capacities —or also their concentration in few nodes, hindering their articulation with upstream and
downstream activities (L117, L208). The fragmentation and disorganization of the productive system
generates a lack of awareness of belonging to a value chain, lack of cohesion, and low degree of
cooperation within the productive sector (producers, knowledge generators, SMEs, etc.) (L117, L211):
businesses operate independently, in isolation or compete against each other, increasing the transaction
cost of entering new markets (L79, L118). Shaping CBVCs presents additional challenges. The bad
identification or weak incorporation of actors related to the CBVC, generate knowledge gaps or

asymmetric capacities throughout the value chain — especially in terms of business and productive
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practices (L88). This gets worse with the lack of other knowledge providers (e.g., market research
companies), ancillary activities (e.g., packaging), financial partners, or technical services in the cross-
border region (L215).

[3T] Business’ locations and dynamics within the cross-border region configurates the possible
productive articulations, bringing the opportunity to connect them across borders to fill the value chain
gaps that exist if working unilaterally. Similar conditions in terms of geography, needs, and resources,
have led to the appearance of several smallholder producers with the same products, representing a
potential economy if scale. Grouping and organizing them in producer associations and cooperatives
favors the spatial concentration of productive processes and construct new CBVC nodes (L64, L79). In
addition, the spatial division of labor —that means, the distribution and concentration of productive
activities across the CBR — can lead to specialization of productive processes to complement themselves
(L1), allowing to add more value, reduce costs, and generate profits before entering the market (L68,
L.118). Thereby, the effective management of value chain nodes is a source of value and competitive
advantage for cross-border companies and producers (L68).

The existence of a clear value chain, good governance, strong leadership, accountability,
installed capacities, and common vision and objectives embedded in policies, programmes, and projects
generate the conditions for making a cross-border cluster (L117). This means a specialized value chain
with socio-territorial capital among the members in the cross-border (local) region, that have articulated
a critical mass of companies, resources, capacities, and knowledge in their value-adding processes
(L117, L211).

[4R] Achieving good quality and quantity of the articulations between CBVC nodes presents
several challenges. Lack of contractual relationships or common criteria — ensuring contractual quality
through approval procedures, public certifications, quality standardization processes, or branding—
difficulties linking producers and companies under the same productive activity, and this problem is
exacerbated in cross-border regions where these criteria vary from one country to another (L211). In
terms of quantity, the absence of nodes or limited number of companies in the border localities,
connecting to businesses located in the nearest subnational urban centers or capitals can fill those gaps
while maintaining the benefits of cross-border cooperation in value chains (e.g., common culture,

proximity, etc.).

Connecting with more distant companies (L215) or moving them to the CBR can be alternatives
to weight (L111). However, CBVC integration and development should consider the potential
embedded in actors that, occasionally, are left behind due to their low volume or informal condition
such as smallholder producers, small associations, entrepreneurs, and SMEs (L68). In any of these cases,

the quality of their business, productive and market knowledge is relevant to forge better articulations
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based on mutual support or complementarity (e.g., transfer of technology, provision of services, joint
commercialization, etc.) (L111, L117, L208).

The inclusion of informal economy can represent a fourth path to integrate the value chain:
their formalization can increase core production and ancillary processes, defragmenting cross-border
productive systems while promoting endogenous development. Other strategies for scaling-up value
chains such as vertical or horizontal integration or outsourcing, could be evaluated based on their

resources, opportunities, and plans (L117).

Finally, yet importantly, embedding the CBVC initiatives in broader regional integration
schemes such as cross-border corridors or economic zones is an opportunity to associate with
complementary services or shape an extended value chain (e.g., aligning the Indonesia-Malaysia CBVC
projects in the West Borneo Economic Corridor and therefore, in the BIMP-EAGA subregional
strategy) (L117, L118, L211). Nevertheless, it is required to consider the possible environmental impact
(and benefits) of production, either to reduce it (if negative), or use it as a competitive advantage (if
positive) (L88).

Although there is not clear recipe for achieving CBVC integration and development,
governments have a relevant role to support business development. Governments should encourage
more formal productive and distribution activities (L117), considering the analysis of value chains and
territorial assets to promote better interventions and if needed, prioritizing the most critical activities of
the value chain (L215). The existence of established companies and SMEs working in the core
productive activities (L211), and the emergence of ‘champions’ (individuals and institutions) (L.118)
are potential assets that could be encouraged by supporting their growth plans or expansion strategies
(L79) through comprehensive sectoral or industrial policies.

CV06: Lack of Leaderships & Participation of Key Actors

[1M] Key actors and leaders are relevant for governing the CBVCs and their absence has been
reported as a connectedness void by multiple researchers (L68, L79, L111, L117, L118, L170, L211,
L215). These special stakeholders, also considered as ‘system brokers’, have a great capacity to
strengthening relationships and capacity development, leveraging CBC by articulating large number of
actors (individuals, groups, or entities) through processes such as social bonding, institutional leveling,
intercultural understanding, or institutional channeling. Some of those brokers, depending on their
institutional capacities (political, economic, social, etc.), take the role of leaders, contributing to the

better governance of the cross-border value chains (\Wong Villanueva, Kidokoro and Seta, 2023).
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[2P] Starting and consolidating CBVCs require the commitment of stakeholders and specially,
the full participation of some of them who would be the brokers and leaders. Those actors fulfill several
functions such as representation, organization, articulation, mediation, and more (L68). The lack of
brokers within the CBVC can hinder the exercise of those functions (e.g., no productive organizations
that can mediate with other sectors or public authorities, no agency that can promote the association of
producers, etc.) (L79, L117).

[3T] The idea of single-leader governance must be replaced by governance systems guided by
networks of brokers or leaders, as each of them answers different needs of the CBVC: Political entities
mediating conflicts between companies and farmers (L111), community leaders mobilizing local
capacities (L68), supranational organizations promoting cross-border projects (L68, L215), and more.
The main requirement to be considered a broker/leader would be the large amount of time those
individuals or entities spend in the field meeting individual participants, identifying collaborative
projects, mobilizing relevant stakeholders, and organizing networking events. (L117).

Political leaders can promote complex institutional arrangements and provide legitimacy to the
process of strengthening the CBVC (L170). Leading companies and producers (the private sector
‘champions’) represent a strong potential for expansion of cross-border exports, moving to new
upstream and downstream productive activities, or even being a keystone for the formation of clusters
(L117). Civil society brings a broad range of leading actors such as community leaders promoting the
local agenda (L117), specialized NGOs grouping productive professionals and leveraging their
capacities (L68), or even academia, shaping networks and bringing together actors into CBVC
proposals (e.g., the civil society-driven ‘MAP initiative’ had members involved in the organization of
chestnut CBVCs) (Wong Villanueva, 2019; Wong Villanueva, Kidokoro and Seta, 2022).

[4R] Leaders do not only emerge because of their institutional legitimacy (e.g., being a local
government with power over its jurisdiction), but because they answer needs and/or seek opportunities
that are beneficial for a group or the whole (Wong Villanueva, Kidokoro and Seta, 2022, 2023).
Therefore, shaping CBC based on de jure capacities can undermine the implementation and
sustainability of CBVC initiatives (L215). Most de facto brokers/leaders have the capacity to promote
CBC informally, going beyond the borders of their jurisdiction or functions (L211). In one experience,
the local authorities agreed that one would assume responsibilities as if it were a binational management
entity, managing the budget of both municipalities — a fact that would be considered illegal under both

legal systems (\Wong Villanueva, Kidokoro and Seta, 2023).

The creation of binational or cross-border agencies (e.g., working groups, intergovernmental
authorities, joint committees, etc.) represents an opportunity to transcend the border paradigms and
facilitate CBVC initiatives (L117, L215). For instance, the Titicaca Lake Authority, an international

public law entity, has full autonomy in technical, administrative, economic, and financial decisions,
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facilitating the development of CBVC projects in the CBRs between Peru and Bolivia. However,
shaping them (formally and legally) is more the exception than the rule and even more, they may not
represent the de facto leadership of the cross-border initiatives (L215).

CVO07: No Presence of Development Partners

[1M] The lack of development partners can be considered as a subdivision of the ‘Lack of
Leaderships & Participation of Key Actors’ but considering stakeholders with a supportive function.
For the purposes of this list, the partners are considered a separate void due to the accumulation of
resources they represent, which has been highlighted by many researchers as an opportunity to facilitate
the CBVC learning curve improvement (L64, L70, L79, L88, L111, L117, L208, L211, L215). [2P]
However, in multiple cases, ignoring what kind of knowledge they need to develop CBVCs and the
little analysis of those who can provide it make it difficult to identify and relate to potential development

partners and the benefits they can bring to the initiatives (L79).

[3T] Development partners may not exactly belong to the cross-border region but have interests
on it and can contribute with their broader perspective of the product dynamics, market knowledge,
technological know-how, business model, or other resource/knowledge that can be helpful to support
other voids. Some examples of this type of entities are IGOs (L.215), International or regional NGOs or
networks (L208), specialized companies (L64 L111), technical or specialized public agencies (L70,
LL.211, L215), or chambers of commerce (L215).

In terms of knowledge, partners can support CBVC stallholders by providing technical support
or learning platforms (L111, L208, L215), facilitating transfer of technology (L117, L208), organizing
events (L208, L215), strengthening business governance (L215), advising the design of CBVC plans,
or even brokering relationships with other important stakeholders or possible partners (L208, L215). In
terms of finance, they support by providing financial resources and knowledge (L215), connecting with
donor sources or funds (L88), and facilitating relationships with investors (L111), engaging with new
markets (L88).

[4R] Identifying and establishing agreements or joint ventures with partners (L111, L211) can
leverage the game by providing economic, social, institutional, or technological knowledge or resources
that are tailored for the CBR conditions. However, there is always risk of wrong policy transfer due to

outdated practices or lack of local knowledge (L215).
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CV08: Absence of Intermediation Functions

[1M] Intermediaries, or middlemen, are stakeholders that connect the supply and demand, that
means, they act as ‘third parties’ and fulfill intermediation functions (distribution, matchmaking,
consulting, evaluating, etc.) so that producers and associations reach the final user (Rubinstein and
Wolinsky, 1987; Rosenbloom, 2011; Bessy and Chauvin, 2013). These intermediaries serve to reduce
transaction cost by using market information, reaching more customers, targeting more profitable
markets, simplifying logistics, marketing the goods, or ensuring safe transactions (Rubinstein and
Wolinsky, 1987; Niehans, 1989). Thereby, without altering the product, they add value to them by

making more efficient markets (Cole and Aitken, 2020).

Examples of intermediaries are negotiators or channelers (wholesalers, agents, brokers, retailers,
traders, etc.), facilitating agencies or distributors (transport, storage, order processing, etc.), financial
firms (lenders, raters, portfolio managers, etc.), insurance firms, and more others (Rubinstein and
Wolinsky, 1987; Rosenbloom, 2011; Bessy and Chauvin, 2013). In CBVCs, most of these functions are
lacking, being a connectedness void for bridging producers to the markets (L63, L64, L70, L88, L111,
117,118, L180, L215) that is fulfilled by a small group of middlemen.

[2P] The difficult conditions surrounding CBRs have led to the emergence of middlemen as a
controversial link connecting producers to consumers, and in some cases, the most important link to
fulfill the cross-border value chain (L63, L64). As former producers or SME owners, middlemen have
the productive knowledge to evaluate quality, bargain with farmers, or evaluate factories and processing
activities (L64), and the market knowledge to work as export/import agencies doing customs paperwork,
institutional permits, facing legal irregularities, informal taxes, and many other obstacles (L63, L88).
In addition, their social capital (established relationships with authorities, public officers, companies,
wholesalers, or other middlemen) and language proficiency (from both countries) give them a good
understanding of cultures across borders and turns them into key brokers to facilitating trade (L63).

In some extends, middlemen fulfill many connectedness voids in CBVCs, behaving as
distributors —providing logistics and delivery services by boats, vans, or trucks (L64, L180), as
facilitating agencies —providing storage facilities while demand and prices fluctuate (L88), or even as
governmental agencies —ensuring supervision and management functions (L63). In this way,
middlemen become inevitable in the CBVC (L88), but at the same time, they can throw producers’
profits below production costs (L70, L215). In most cases, the middlemen systems obey a territorial
multilevel hierarchy with unfair quota fees, driven by a rent-seeking behavior to dominate trade in a
region (L63, L70, L117). For example, in the avocado CBVC between Haiti and Dominican Republic,
there are four levels of intermediaries between the producer and consumers, and while the producers

earn 1.0 peso per unit, middlemen earn more than 19.3 pesos in the same transaction (L70).
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The incompatible legal and regulatory frameworks create a complex system that turn them into
legal brokers that face regulatory irregularities by paying informal taxes, hidden royalties, and arbitrary
bribes at the expense of producers and companies (L.70, L88). In Myanmar, small middlemen must pay
quota fees and hidden fees to leading intermediaries to gain permits, and the latter pay other fees to
coordinate with market controllers, militaries, politicians, central and district government officers (L63).
These taxes and fees represent up to 40% of timber price in China, and most of these payments end up
in the hands of government agents (only a small part is retained by small and leading middlemen),
incentivizing corruption, and giving rise to an institutional way to formalizing illegal practices such as

logging of endangered species (L63).

[3T] Although the previous discussion has centered on middlemen, they are not precisely the
main problem, but a rudimentary means to overcome connectedness voids in the CBVCs. The presence
of stakeholders or mechanisms that fulfill intermediary functions, such as trade associations, can
promote the removal of trade barriers and concrete agreement terms (L88). Central distribution systems
can facilitate logistics services by ensuring quality conditions, fleet capacity, or delivery reliability (L64,
L.118). Direct trading schemes can connect producers directly to companies, not only ensuring the sale
in foreign markets but also extra services (L111, L215): In the tea CBVC, the Chinese company goes
to the Laotian villages every week during harvesting season and buy them their production at market
price (L111). As them, several other stakeholders and mechanisms can reduce the number of
intermediary levels and generating a good impact on producers. Coming back to the avocado CBVC,

just removing the first middlemen level can increase profits by 400% (L70).

[4R] The activation of intermediation functions, and therefore the replacement of middlemen,
starts by the identification of distribution systems for their respective marketing channels (L117, L118).
This means, to identify the current operating stakeholders and the ones that should be working in the
area, and to consider if it is possible their incorporation in a more efficient system. For example, as
some local companies act as export/import agencies by facilitating paperwork (L.63), while one option
leads to their substitution, a more practical one would be their formalization and building on current

local practices.

Bringing back intermediation functions to the CBVC demands proper legal frameworks,
guidelines, and mechanisms (L88), and the facilities that should fulfill the functions such as rural
logistics centers, distribution networks, etc. However, to untangle the role of middlemen in current
CBVCs, policymakers and practitioners should consider not only their function as traders and
facilitators, but also their function in the sociocultural fabric of communities: in Latin America,
middlemen tend to be the compadres (coparents) of producers and their families, providing mutually
supportive relationships and social support, representing kinship linkages that go beyond transaction
costs (Gill-Hopple and Brage-Hudson, 2012).
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CV09: Limited Capacities of Public Institutions

[1M] Public institutions, or even more, what capacities they bring to the table, is considered as
an important void for this study (L68, L70, L79, L111, L208, L215). Aside from the low presence of
public stakeholders at the borders, their limited capacities represent a problem for shaping CBVC with
government’s support. The lack of resources (e.g., limited financial resources, productive knowledge,
etc.), efficient processes (e.g., bureaucratic delays, institutional and legal barriers, etc.) and human
capital (e.g., high personnel turnover, non-qualified staff, low productivity, etc.) generates a complex
scenario with weak public actors and slow progress (L68, L.215). In addition to undermining their tasks
to ensure added value in production activities (L208), this situation can lead them to vicious loops of
low retention of human resources, limited capacities to mobilize resources in their localities, and
difficulties on motivating actors to cooperate (even themselves) or to get involved in pilot experiences
(L208).

[2P] Additionally, the dominant role of some national stakeholders (as it is the case of many
Latin American countries), coupled with slow and unsuccessful decentralization processes, have
undermined the development of capacities at subnational and local levels, conditioning their
maneuverability to get involved in joint cross-border actions, or even more, to respond their own
productive needs in their side of the border (L68, L70, L208). In the worst cases, as borders are a matter
of national concern, countries with low orientation to border development tend to send military forces

or regulatory entities reinforcing the concept of ‘rigid’ borders, hampering CBVC coordination (L70).

Within their own national systems, public entities must work inter-level and inter-sectoral
between themselves despite their low levels of institutional autonomy or limited capacities. However,
at the borders, this is an alternative rather than the norm. Thereby, government-to-government
coordination for local CBVCs would represent a meeting of the institutional flaws coming from two
different national systems (\Wong Villanueva, Kidokoro and Seta, 2023). This lack of coordination is
even more aggravated by the geographical distance between public institutions — within national borders,
and across them (L215).

[3T] Under efficient conditions, local public institutions can promote development policies to
foster local industrial development, attract investments, promote training for own local staff, and more
(L111, L215). This generates access to local knowledge of the region, provides them with Best-Case
Practices to share with other municipalities, and allows them to better value the opportunities embedded
in Cross-Border Cooperation (L215). Thereby, CBC comes as an alternative to fill other capacity gaps
in public management and enter a feedback loop of joint capacity-building and public innovation
(OECD, 2021b).
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[4R] Mechanisms for institutional leveling (\Wong Villanueva, Kidokoro and Seta, 2023), such
as cross-border internships or exchanging experiences can strengthen local capacities through the
improvement of local officers’ municipal management skills, productive knowledge, and more (L215).
Another strategy is to plan considering the dominant role of national stakeholders from the beginning
to weight the possible threats and opportunities (L208). In that scenario, incorporating supranational
organizations can promote faster consensus between national governments (L68, L215). If not possible,
national policies should consider subnational and local levels in analysis and decision-making, to
promote a governance environment that foster multi-level participation and facilitate shaping CBVC

strategies at those levels (L.208).

7.3. Knowledge Voids

The Knowledge voids are related with the lack of information or professionals that hold this
know-how. This can be divided in business knowledge (CV10), technical knowledge (CV11), and
market knowledge (CV12).

CV10: Lack of Business Knowledge & Skilled Professionals/ Stewardship

[IM] Another relevant void is the lack of business knowledge, capacities and resources,
especially human ones (L1, L68, L79, L88, L117, L118, L208, L211, L215). More specifically, this
section refers to private sector entities and individuals without the knowledge or professionals for
running their enterprises at functional level (human resources, marketing, accounting, legal processes,

etc.), and business level (business development, resource efficiency, external relations, etc.).

[2P] Due to the lack of agglomeration in border regions, access to business education
(especially in value chain and manufacturing businesses) and supply of professionals might not be as
possible as in urban centers or capitals (L208, L211). Moreover, due to the low socioeconomic
indicators in peripheral and border regions, low-schooling rate is a common trend that difficulties to
targeting growth in a medium and long term since educational level is correlated with innovation,
knowledge, and capacities (e.g., difficulty speaking English to close contracts with foreign buyers)
(L211).

Apart from the lack of professional supply, high personnel turnover, due to poor staff retention
strategies, requires the training and development of new human resources (L79). Although companies

train their own personnel, they do not manage to do it with the due intensity to ensure personnel
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according to the needs that those positions demand (L79). These problems generate businesses and
SMEs with basic skills to guide their activities, explore tech-upgrading opportunities, assess quality, or
even conduct market research. A greater challenge would be to consider more advantage strategies such
as outsourcing activities, M&A, R&D, among others (L.79).

Independent smallholder producers have a more challenging reality: in addition to the technical
knowledge that they need to produce, they also require functional and business knowledge for legal
registration, accounting, or even opening markets for themselves. That is, they independently execute
all the activities carried out by an entire company or cooperative. In lagging border regions, producers
are mostly engaged in subsistence farming, living from the informal economies, and with limited

technology and opportunities to train themselves and leverage their game (L211).

[3T] Competitive companies depend on their skilled personnel, and even more in the knowhow
that they have generated based. Skilled professionals and business know-how bring the opportunity to
develop their own knowledge management system and generate business strategies in the productive
sector, and train own personnel (L68). In addition, the existence of cross-border labor market opens the

opportunity for ‘importing” qualified staff or technical expertise, closing capacity gaps (L1, L117).

[4R] Capacity building programmes should consider training spaces for skilled professionals,
not only in terms of the functional/business skills, but also incorporating productive/technical ones (e.qg.,
international certification requirements, productive technologies, etc.) (L117, L118). At the same time,
these programmes are a good opportunity to link managers and engineers with long-term development
partners or even better, building professional trust between them or other actors, especially with their

pairs at the other side of the borders to foster business relationships (L117).

Designing training programmes begins by identifying key companies and producers, their
personnel demand, and knowledge transfer requirements for the professionals (L117). This implies that
professionals in charge of designing these programmes understand the product dynamics and value
chain (L211). While there may be large capacity gaps, programs need to be tailored to the most critical
needs, i.e., move gradually from elementary aspects (e.g., inventory, billing, business legal framework,

etc.) to more complex ones (L215).
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CV11: Lack of Productive Knowledge & Skilled Technicians

[IM] While the previous section has targeted the lack of business knowledge and skilled
professionals, the picture would not be complete without considering the lack or low levels of technical
and operational knowledge within the government or business personnel oriented to provide productive
or technical assistance —also called as technicians, extension agents, agriculture public officers, etc.—,
technical staff in businesses, and producers. Researchers have considered the lack of this productive
knowledge as a connectedness void (L1, L64, L68, L70, L79, L88, L111, L117, L118, L170, L208,
211, L215) and should be addressed to develop CBVCs.

[2P] In CBRs, the subsistence conditions that make up the peasant economy (e.g.,
smallholdings, monocultures, low productivity, and poor legal, technical, and financial qualifications)
demand the provision of technical and operational knowledge on productive activities, financial or legal
preparation to overcome their precariousness and foster local development (L64, L68, L70). However,
the limited access to technical knowledge and assistance for both the governments and producers reduce
their capacity to train their technical personnel and develop the product’s value chain (L111, L170,
L211), leading to a negative impact on productivity and profitability (L88). Little technical knowledge
hinders the knowledge transfer programmes and implementation of improvements. In addition, the low
population density, reduced number of companies, and scarce number of research centers leads to a low
number of technicians in the CBR, combined with the low schooling level in those areas, reduce the
amount of personnel technically qualified in the field and the quality to conduct training activities (L208,
L211).

[3T] Much of the competitiveness of producers and associations depends on the available
technology that adds value to the products (L1), from the most operational knowledge (e.g., cleaning,
sorting, packaging, etc.), to the most technical one (e.g., farming techniques, insect management, pest
control, installation of equipment, etc.) (L88, L215). Thus, technical assistance — through technical
visits, pilot training centers, training workshops, demonstration fairs, internships, exchange of
experiences, etc. (L215)- becomes an opportunity to introduce tools for their productive activities
(L111), implement the public strategies for productive development (L208), promote good practices
and techniques (L215), among other objectives. As technical improvement increases quality and
quantity of production, it leads to higher incomes for producers involved in the CBVC and improving

local economy (L215).

[4R] Governments and businesses (specially producer associations) should focus on training
their personnel to train producers, and among the latter, pay more attention in the productive champions,
talented producers, companies technical staff (L111). This requires identifying those specialists, their

weaknesses, and knowledge transfer requirements (L117, L211) to elaborating a curricular plan for
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‘Training the Trainers’: what are the main productive knowledge gaps among public officers and how
to close them (L215). This initiative can be supported by mapping the number of specialists and
graduates related to the product’s value chain (L118) and creating a ‘bank of specialized
technicians/professionals’ to keep a track of the availability of technical knowledge in the local areas
(L79). To increase the technical and operational knowledge gaps in the CBR, local technical schools
can be established in the area, involving border youth in the product’s value chain, and orienting them
to satisfy the labor demand needed for productive activities (L79). To do so, there is a need for

interinstitutional and intersectoral articulation to prevent coordination flaws (L170).

CV12: Weak Marketing Information System

[IM] A Marketing Information System (MKIS) is a structure of people, equipment, and
processes that operates to provide relevant information to marketing decisionmakers (Kotler, Saliba and
Wrenn, 1991; Hess, Rubin and West, 2004). This implies the systemic and continuous collection,
analysis, evaluation, and distribution of this market knowledge for the involved stakeholders. MKIS
relies on four developing information sources (internal reports, marketing intelligence, marketing
research and marketing decision support analysis) (Kotler, Saliba and Wrenn, 1991; Hess, Rubin and
West, 2004; Burns and Bush, 2006), that based on the CBVC literature (L68, L79, L88, L111, L117,
1118, L208, L211), this information is embedded in the businesses/sector/industry knowledge, the
territorial knowledge, and the market knowledge.

[2P] The low understanding of global value chains (L88) and the CBVC production (L211)
hinder the industry’s capacities to penetrate foreign markets (L111). The absence of market information
about prices, buyers, competitors, traders, and other components is detrimental for choosing the best
marketing strategies and channels. Adding to this, companies do not receive and provide enough
information — purposely or because of the lack of good market research—, interfering with the decision-
making processes and leading to inefficient management, resource loss, and high uncertainty (L79). A
weak MKIS not only affects local governments and companies, but also has a negative impact at local
level, where producers have limited access to information, especially about product price, consumer

perception, and market demands (L68, L88).

[3T] Marketing Information Systems, thinking of them as cooperative articulations between
public and private sectors, have a great potential for promoting the insertion of products in foreign
markets. The benefits are even high in CBVCs where sharing information from both sides of the border
allows better analysis and design of marketing channels (L208). Market research includes the own
business/industry assessment (e.g., supply capacity, competitors, intermediaries, export process, etc.)

(L88, L211), the territorial assessment (e.g., potential of cross-border economies, crop variations,
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geospatial data, etc.) (L68), and the market assessment (e.g., domestic/international end-market
behavior, their potential demand, market requirements, consumer trends, etc.) (L117, L118, L211). At
local level, producers with a better understanding of the market (e.g., to know the reasons behind the
decline in demand and prices) can take better decisions, reduce irregular supply/demand risks, and
increase their bargaining power to deal with traders (L.88).

[4R] Gathering information about the industry, territory and market is the starting point for
improving MKIS and more-informed decision making (L88, L208). Apart from companies, public
agencies, chambers of commerce, or research centers can provide information about the local business
sector, facilitating agencies, export costs, etc. (L118) To know more about the territory, capitalization
of GIS/TIS knowledge on CBRs can help forecasting future local trends or integrated data based on a
geospatial approach (L68) (Hess, Rubin and West, 2004). Finally, articulating with foreign experts and
consulting companies can give more knowledge about the products’ GVCs and market niches (L111).
Market information should not only be for public officers and company managers but arrive to the local
population. Available spaces and tools such as community meetings or mobile phones can be useful not
only to provide it to them, but to collect it and provide feedback to decision makers (L88).

7.4. Product Voids

This sets of voids related to three main aspects of production in terms of supply and demand:

volume (CV13), market access (CV14), and quality of product and processes (CV15).

CV13: Operational Instability: Small & Inconsistent Supply/Volume

[1M] Cross-Border Value Chains faces serious limitations when referring to supply (production
volume): the inconsistency or small volume of raw materials restrict the subsequent nodes and
productive activities, leading to fluctuating incomes and hindering a lifestyle based on their own
production. Therefore, this problem can be considered as a connectedness void (L63, L64, L68, L70,
188, L111, L117, 118, L208, L211, L215) that leads to operational instability.

[2P] Product supply is directly related to the availability of trees/crops/livestock, that depends
on the arable land size, crop yield, degree of technification, availability of equipment/infrastructure, and
the will of producers to engage in their gathering (L64, L70, L88). The lack of raw material —and
therefore, the absence of an economy of scale— hampers the ability of producers to compete, bargain,

and position their products (L63, L68). Even considering associative schemes, the low number of

118



producers in border regions may set difficulties when competing with other productive regions or
productive clusters. Small volumes hinder the sale process, especially exports as buyers and container
capacity demand minimum volume requirements (L88). At individual/family level, lower supply base
results in the loss of an important source of household income, limiting producers’ financial capacities
(L88).

The seasonal variation of every product determines the productive cycles for harvesting,
recollection, and other manufacturing processes. The irregular production of raw materials leads to a
lack of consistency in the supply to companies, limiting or even scaling down industrial sector growth,
reducing reliability, and undermining contracts with their buyers (L117, L118, L211). In the opposite
case, during peak seasons and large availability of supply, productive activities are limited by the
processing technology, storage facilities, or high demand of labor during that period, hindering to
operate at full capacity (L88).

[3T][4R] As previously explained, CBVCs open the access to a broader supply market by
considering the production and manufacturing capacity of the other side of the border. In addition,
associating producers or businesses is a strategy for incrementing supply and shaping an economy of
scale (L208). However, as volume size cannot be the main driver for competing in local and
international markets, other properties such as quality, distinctiveness, or origin should become a

competitive advantage to position the product (L208).

To maintain a stable market supply, CBVC planning should embrace the seasonality of products,
forecast expected production based on periodical monitoring of plantations, and elaborate risk
management strategies to prevent the main operational bottlenecks (L111). For example, in the alpaca
CBVC project, the government technical support was provided following the traditional alpaca calendar
which defines the productive stages from mating to shearing (L215). In addition, the diversification of
products with different seasonality or implementation of new technologies reduces supply vulnerability,
and therefore, ensures more stable income (e.g., aquaculture production avoids the seasonal nature of
traditional fishing) (L88, L211). Finally, yet importantly, in front of the supply insecurity, agile
adaptation to change (e.g., changing suppliers, buyers, etc.) is a key capacity for SMEs to get more

profit or keep the business running, even more in CBRs (L180).
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CV14: Market Access Instability: Fluctuating Demand & Price

[1M] The constant fluctuations of the international markets and product prices bring several
issues to local producers involved in CBVCs. This problem is even more difficult in CBRs as the limited
access to good markets reduce their opportunities to sell and receive good prices. The opposite case is
also detrimental: the access to a large market demand can discourage innovation and new efforts to
improve the quality of products or optimize processes (L79). Based on the literature review on CBVCs,
the inconsistency on demand and prices represents a connectedness void (L79, L88, L111, L180, L.208,
L215) that leads to market access instability, and access to more adequate and profitable markets

becomes a relevant factor for local development in CBRs.

[2P] Producers in border regions suffer from difficult market access due to remoteness, and
those that are close and available, are small ones (L.208). This problem can be aggravated even more in
CBRs, where the existence of too many producers and businesses on the same product generates an
environment with high competition —within or across borders—, saturating local markets (L180) and
dropping prices (L88).

Although there might be large untapped local and regional markets, accessing to them depends
on the operationalization of market information and on the engagement and connection with buyers
(L88, L180). This challenge is even more difficult facing other international markets where trade
barriers are even higher (L88). Even if products have a high quality, the lack of demand and connection
with purchasers do not allow to sell their production (L180). With small available markets, the
dependency on one main customer or buyer increases demand vulnerability, as fortuitus contract break
or their business closure put in risk the release of the product to the market (L180). In addition, the
fluctuation of world markets and product demand increase vulnerability, even more if a producer is
economic dependent on one or few products (L208), putting in risk their stable income and livelihoods

as many families depend on their product sales to subsisting (L88, L180).

The competition environment is particularly noticeable in CBRs, where the pendular behavior
of cross-border markets affect the own prices, fluctuating positively or negatively depending on the
strengthen of the other sides’ economy, international trends, and other factors (L111). Lower prices
discourage production and move producers to other economic activities (L88). Due to their low
socioeconomic conditions and the low price that they receive on their products, accessing better markets

and prices becomes a need to stabilize operations.

[3T][4R] Market expansion —by upgrading/moving to other VCs or by value differentiation in
exclusive niches on international markets— provides new alternatives to develop and engage more stable
market demands and prices (L88, L111). In addition to marketing channel strategies such as joint cross-

border branding, businesses and producers can benefit from connecting with more stable or traditional
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alternatives (e.g., independent retail, own farm shops) (L180), or developing better linkages with
outsider traders (L88). To achieve the latter, international fairs and contests represent good
opportunities to meet new buyers where signing letters of intent to purchase (LOI) can ensure new
markets at differentiated prices (L215). Another good alternative is direct trading schemes to ensure
access to market by linking companies and producers while ensuring a fair price (L111). Thereby,
stronger alliances not only bring more operational stability, but also reduce the participation of

intermediaries, increasing producers’ income (L215).

While the previous strategies also can promote more stable prices, in front of the demand
insecurity, agile adaptation to change (e.g., changing suppliers, buyers, etc.) is a key capacity for SMEs
to get more profit or keep the business running, even more in CBRs (L180). For example, Make to
Order (MTO) schemes can reduce financial problems and adapt to market fluctuations (L79). However,
more important is that local people know the reasons behind the decreasing demand and prices, so they
can make better decisions and foster innovation in their businesses (L88).

CV15: Low Product Quality & Standardization

[1M] Low quality is a relevant problem to consider in CBVCs (L68, L70, L79, L88, L117,
.118, L158, L180, L211, L215) and, as much as it is related to other voids, it is a meeting between
business and productive flaws with the market demands. The low quality of supplies, unsuitable
productive and inspection processes, and the lack of quality knowledge and skilled personnel lead to
products with low or irregular quality (L79, L88, L211).

[2P] Quality variation reduces product competitiveness in foreign markets (L88) and contribute
for an unfavorable business environment (L68), since poor quality limits the relationship with larger
companies and buyers (L70). Cross-border value chains intensifies those issues as the differences in
raw materials and technologies hinder quality standardization even more. Adding to this, certification
process is also a concern, as applying for them tends to be expensive for most individual producers
(L88) and requires prior knowledges that they may not have (L215), and better quality of raw materials
and supplies (L180).

[3T] Increasing product quality, quality standardization, and high-quality production volume
allow minimizing the participation of middlemen in the value chain, which leads to a better and more
direct access to national and international markets, receiving a fairer and more stable price, and reducing
precarious conditions of smallholder producers (L88, L117, L215). Certification of products and
productive processes leads to a better position of products, even reaching prices up to four times higher

than conventional varieties in global markets (L117). In addition, certifications offer cross-border
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collaborative opportunities as they promote quality standardization in the whole CBR, leading to the
organization of value-adding activities at cross-border local level (L88, L118). For example, global
forest certifications can help Indonesian companies in North Kalimantan to meet the quality standards
of large Malaysian sawmills in Sabah, promoting a cross-border wood cluster with high-quality
products (L118).

[4R] Increasing quality imply rigorous monitoring and formalization of product supplies,
productive processes, and facilities from the cradle (seeds selection, farming techniques, etc.) going by
processing nodes (harvesting processes, collection centers, etc.) to ensuring the quality of the final
products. To achieve this, quality control inspections should be incorporated along the value chain from
the beginning to the end to ensure whether products meet market demands (L.215). This implies the
need of clear production standards in companies and associations which should be embedded in their
statutes, high-quality training programs and quality control inspections, ensuring compliance with
existing technical standards and certifications at national and international levels (L79, L117, L215).

In current times, consumer preferences have led to consider ‘local’, ‘organic’, or ‘agri-food’ as
synonyms of quality, food safety standards, eco-friendly, and peasant development in opposition to
mass food production, germplasm modification, and unsustainable practices (L180). Multiple product
qualifications have appeared to take in advantage of this ‘turn to quality’ wave and back up the products
and the productive processes behind them (L180) such national and international certifications and

regulations on fair trade, organic provenance, locally produced, among others (L117).

Governments should align their own technical standards and product’s policies with
international certifications to improving the competitiveness of the sector and positioning products in
specific market niches (L118, L177, L215). This implies the involvement of national regulatory entities
to promote their adoption at business and farm levels to meet the specified conditions and quality criteria
(L118, L158, L215). To achieve those goals, instead of strict or punitive inspections, audit processes
must have a development approach. This means, to encompassing learning experiences accompanied
by improvement targets for future visits or incentives to motivate companies and producers (L158,
L215).
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7.5. Resources Voids

This set of voids refers to input resources or settings to produce and commercialize such as
productive supplies, equipment, and infrastructure (CV16), financial resources (CV17), marketing
channels (CV18), logistics infrastructure (CV19), and utilities (water and energy) (CV20).

CV16: Lack of Productive Supplies, Equipment & Infrastructure

[1M] The scarce of funding and low investment for the design and engineering of productive
processes, infrastructure, and equipment (L79, L208) have multiple roots such as capital, and
knowledge, and experience (L64, L211). Although those investment can be occurring, they are limited
by the business capacities, slowing the process of productive and technological upgrade (L64). Thereby,
multiple researchers have highlighted the lack of supplies, tools, equipment, and productive
infrastructures as a void that should be considered with the previous ones to have a better development
of cross-border productive systems (L64, L68, L70, L79, L88, L111, L117, L180, L208, L211, L215).

[2P] Equipment and productive infrastructure (e.g., industrial toasters, shearing modules, tech
innovation centers, etc.) are vital for technological upgrading and process optimization (L68, L215).
Inadequate equipment and infrastructure (L68, L211) hinders production in terms of quantity, as it is
not possible to operate at full capacity during peak seasons (L64), or in terms of quality, as the
technological systems to ensure good conditions of the products is not available (e.g., lack of
refrigeration systems for aquaculture production or non-proper storage compartments for stick lac) (L88,
L117).

Their acquisition is also complicated due to the lack of information and personnel in the field
—so0 there is a lack of knowledge of what to buy (L211), combined with the lack of subnational or even
national technology providers — acquiring old versions in the market or with low renewal of existing
equipment (L79, L215). In addition, the absence of ancillary services (e.g., printing labels, translating

documentation, etc.) undermines the stable flow of productive activities.

The availability and quality of raw materials, supplies, and tools (e.g., seeds, grasses, fertilizers,
male alpacas, tea cultivation tools, etc.) are problems in several value chain nodes (L111, L211, L215).
If those resource are scarce and must be imported, the increasing dependence on suppliers and providers
outside the CBR augments the fragility and weakness of local systems (L180) as a possible shortage of

materials reduces efficient throughput (L64).
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[3T] In CBRs, the borders portray cost-effective alternative channels to get raw materials,
technical tools, ancillary services, or even productive facilities (L117). CBVC projects offers the
opportunity to share equipment, build joint productive infrastructure or innovation centers (L215),
reducing the investment needed for productive upgrade and processing industry (L211). For example,
the construction of binational R&D Centers or cross-border market platforms can stimulate local and
national demand on quality products in the CBR (L208). In addition, CBC opens the opportunity for
more supplies, product diversity, and ancillary services located at the other side of the border, allowing
to increase the economy of scale and support product transformation (L68, L117, L211). CBVCs, as
they increase the demand of productive inputs, it influences positively the availability and supply of

those resources at local markets, making them self-sufficient and boosting local economy (L111, L211).

[4R] Considering the limitations on financing sources, the provision of technological inputs for
(the main) productive activities should start with an analysis of the minimum requirements, prioritizing
the needs of producer associations and cooperatives (L70). In addition, the provision or sale of supplies
and productive equipment should be accompanied by the respective knowledge transfer process to the
involved actors, from professionals to producers (L111).

Adding to this, local knowledge and resources must be a central axis in decision-making to
choose improvement technologies and reduce the dependency of external supplies and practices, as this
issue embeds a risk of poor adaptation to the environmental and sociocultural conditions (e.g., rather
the buying high-quality male alpacas for genetic improvement, it is better to use the best ones of the

herd and promote and endogenous improvement over time) (L215).

In the case of cross-border productive infrastructure or joint equipment, their implementation
implies good deliberation spaces to coordinate their technical specifications, location, financing sources,
and other sensitive issues. However, as CBVC infrastructure will have an impact at cross-border local
or even cross-border subnational level, they can be considered as Regional Public Goods (RPGs) and
priority infrastructures for macroregional integration, opening new financing opportunities, accelerating
their construction, and launching (L117) (Estevadeordal, Frantz and Nguyen, 2003; Estevadeordal and
Goodman, 2017).
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CV17: Lack of Access to Financing Sources

[1M] Overcoming the lagging conditions of CBVCs, which have been under several constraints
over time, requires not only knowledge but financing schemes that can support the endogenous growth
of local producers and companies (L70, L111). However, the lack of access to those sources, for both
the private and public sectors, is a relevant void to consider (L1, L63, L68, L70, L79, L88, L111, L117,
L170, L211, L215) and can be divided in two problematics: the ones that depend on the borrowers
(producers, cooperatives, companies, etc.), and those that depend on financing opportunities (fiscal

budget, foreign investors, etc.).

[2P] The lack of capital and the low capacity to find and manage financing sources for short to
long terms (L79, L111, L215) impose several limitations to producers and companies to finance
themselves, thus reinvesting mainly depends on their sales —that may not be stable enough. Lack of
lending culture (L211) and financial education (L170, L215) reduce the producers and companies’
capacities to access, retain or renew financial resources, limiting their capacities to reinvest or even use
it for their productive activities (L211, L215). Even if they can get financing, high interest rates, hidden
costs, or low effectiveness in obtaining concrete outputs could generate non-payments, distrust, or
uncertainty among investors, putting the continuity of the financing scheme at risk (L63, L211). At
individual level, poor financial management or lower supply result in lower household income and
precariousness, factors that can lead producers to poverty —or making it more difficult for them to get
out of poverty (L88).

Weak financial systems in the region or country foil the process of accessing capital, since
bureaucracy, lack of regulation, or other factors hinder business financing (L1). The problem is
exacerbated by the lack of public financing instruments: subnational and local budgets are relatively
low and spread out in several productive activities (L111). The lack of public resources can make
companies or even local governments dependent on foreign investors, increasing the market and capital
risk or even the primacy of investors’ interests over public goals (L111). In addition, funding sources
might not be adapted to the needs or characteristics of the product’s value chain, business model or
local credit culture, limiting their access to financing or type of available financing (L68, L211).
Moreover, as countries do not have the legal frameworks to support fiscal spending on cross-border
projects or have different currencies, investing in joint CBVC projects becomes more difficult or even

illegal.

[3T] Financing brings the opportunity to increase the quality and quantity of productive
processes and outputs, and therefore generate more profits and raising producers’ quality of life (L70,
L111, L211, L215). Considering the financing opportunities at the other side of the border, cross-border

investment becomes a lever for better cooperation schemes, more productivity, and better relationships
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(L63). CBC also helps sharing fixed costs and resources, reducing the amount of required financing
(L117) In addition, the social dimension of CBVCs (lagging regions, rural producers, low levels of
development, etc.) make them ideal investment destinations for social entrepreneurs (L88).

[4R] In cross-border systems, adopting new practices and governance schemes can channel
private interests into CBVC opportunities (L170). For example, combined systems of financial support
based on monitoring, regulation compliance and accountability allow resolving the restrictions of access
to financing and consolidating the position of new actors in the integrated market (L170). In addition,
CBVC initiatives should consider how to articulate producers and companies with financing entities,
giving them the knowledge to manage the credits and invest it wisely for their productive cycles (L215).
In the Peru-Bolivia alpaca CBVC project, the rural bank and credit cooperative gave workshops to the
producers on the credit system, getting two producer associations to apply under reasonable interest
rates and improve their collection systems (L.215).

For improving the access to financing opportunities, subnational or local governments should
establish clear fiscal policies and design their own financing instruments —or put pressure to national
agencies to do it— to promote business and industrial development plans while creating a friendly
environment for investors and other possible financing schemes (L70, L79, L111, L170). Coherent
financing plans and multi-fund investments can help them to avoid market and capital risks and align
investors’ interests to public ones (L111). Promoting joint-ventures enterprises can ensure access to

financing sources while establishing a fixed demand, and therefore, stable income (L111).

Shaping clusters opens the opportunity to channel more financing resources to producers and
knowledge generators, building an optimal environment for innovation and productive upgrade (L211).
Another alternative appears with the possibility of articulating the CBVC initiatives with cross-border
corridors or special economic zones, as those schemes can attract investment faster and reduce
production and logistic costs by installing complementary services in the area (L117). In addition, due
to the social characteristics of CBVC initiatives, marketing their social impact can attract new investors
or funds. Finally, yet importantly, special consideration should be taken in not promoting welfarist

patterns (continuous public funding).
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CV18: Lack of Marketing Channels

[1M] Marketing channels refers to the means or tools to bridging producers with consumers by
creating costumer value in the acquisition, consumption, and disposition of products (Pelton, Strutton
and Lumpkin, 2014). In other words, marketing channels build on the use value of the product and
expand it based on how well they serve market needs. Marketing channel management, as part of the
distribution strategy — and complementing the logistics management component, has a big impact in
calibrating the correct marketing mix (product, price, place, and promotion) and developing strategies
to reach specific markets (Rosenbloom, 2011). The lack of marketing channels was recognized as a
void for almost all references (L64, L68, L70, L88, L111, L117, L118, L158, L170, L180, L208, L211,

L.215), and this section explains the most common troubles and applications in CBVCs.

[2P] Although the lack of processing activities is a missed opportunity to adding value to the
product, how these unprocessed products are sold is relevant to reaching new and expanding markets
(L88). Otherwise, good quality does not ensure sale, as weak marketing activities (e.g., inconsistence
branding or poor provision of information to consumers) reduce product position, and therefore value,

in domestic and international markets (L64).

Due to the lack of market knowledge, inconsistence supply, weak distribution, among other
factors, producers tend to follow traditional sale channels, having low bargaining power to negotiate
higher prices (L88). The challenges are even higher when it comes to reaching and positioning in large
foreign markets with more demanding consumers in terms of quantity and quality (L211). The lack of
a local or regional brand of the territory and value chain builds on those problems, hindering access to
adding-value marketing channels (L211).

[3T] As cross-border economies cannot compete with others in terms of volume size or critical
mass, the market potential of CBVC products is mainly determined by their origin, quality, and
distinctiveness (L208). Thereby, the promotion and dissemination of CBVC initiatives are a key
element for increasing marketing channels (L211). In other words, selling the value embedded in the
“local”, “cross-border”, or “rural” of the products to engage with social entrepreneurs or interested
buyers in larger, more sophisticated, and more profitable markets (L88, L211). This means, to create
and position the ‘image’ of the region in the product’s global networks, platforms, or specific market
niches (L170, L118, L211). To achieve this, there are several marketing channels that can be used,
starting from direct sales, specialist shops, or mail orders (L180) to online promotion and virtual
platforms (L215). This section highlights five of them that are particularly common in CBVCs:
certifications, international fairs, cross-border markets, joint branding, and articulation with regional

initiatives.
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Certifications, especially international ones, are common grounds that ensure high quality
standards as they ensure not only how good is a product but the quality of the productive processes,
infrastructure or equipment, evaluation mechanisms, environmental practices or even working
conditions (L64, L88, L211, L215). Although the costs and standards of international certifications can
be high — requiring more knowledge to achieve them, they create trust and credibility with the buyers
and consumers, facilitating the access of products to more sophisticated and profitable markets (L88):

Certifications can double the price (or even more) of a conventional product (L118).

International fairs, such as international certifying contests or worldwide demonstration fairs,
are a clear opportunity to ‘sell the territory’ and promote CBVC products (L215). Cross-border fairs are
international de facto, so they meet the economic and political requirements for promoting the value of
CBVCs and give light to small-scale production (L158). Cross-border Markets are another opportunity
for stimulate local and subnational demand, promote local economy, and serve as physical meeting
spaces to collecting CBVC subproducts to generate more volume (L70, L208).

The generation of local brands is a marketing tool to develop foreign markets and get a better
price. CBVCs can benefit of cross-border branding or regional/binational designations of origin to
leverage product value by positioning geolocation of its production as synonym of high-quality
standards (L111, L211, L215). In the Peru-Bolivia CBR, the coffee CBVC project launched to the
market the ‘Café Frontera’ brand (Border Coffee), meeting European standards, and selling coffee in

its first year for more than $140,000 to the German market (L215).

The existence of regional initiatives or leveraging opportunities —such as economic corridors,
ecotourism corridors or Special Economic Zones— allows CBVCs to get stronger articulation with
market opportunities (L111, L208). As both tourism and agri-food value chains have several similarities,
cross-border eco-tourist corridors can promote their joint development and marketing (L68, L117, L118,
L.208), and use the local culture and the physical spaces as territorial assets (L111). For example, to
promote the tea CBVC chain, the initiative considered to holding caravans and cultural events through
the ancient tea road that crosses the China-Laos CBR (L111). Interconnecting with cross-border
corridors generates the possibility of impacting the sectors related to the CBVC, having a trickle-down

effect on local economies (L211).

[4R] Strategic collaboration through joint marketing strategies can promote more
comprehensive approaches for adding value to the CBVCs (L211). Market expansion of CBVC
products and their value differentiation in exclusive niches on international markets start with better
market research (L.208) to identify and develop better marketing channels (L88). However, marketing
channels are not a panacea for positioning products as the legal and productive context may limit the
impact of those interventions: e.g., the alpaca CBVC project between Peru and Bolivia tried to position

alpaca fiber as a binational brand, imitating the success of the border coffee. However, as there was no
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adequate legal environment, it was only possible to register the brand in the Peruvian side, with a still
weak position in international markets (L215). At the same time, the presence of multiple brands in the
same geographic area can be counterproductive and make them lose competitiveness in the global
market if they do not reach the correct market niches (L111).

Finally, yet importantly, consumer education to understand product relevance is relevant for
ensuring good market penetration as it influence their purchasing behavior and therefore, trade patterns
(L88). That said, market-driven production can be detrimental for biodiversity because, as is common
with many products, large populations consume few species, favoring their production over others,

putting them at risk of extinction (L88).

CV19: Low Connectivity and Trade & Transport Performance

[1M] The complex geography, lack of infrastructure investment, and poor logistic facilities
have led to a disconnection between cross-border economies and their end-markets. Low connectivity
and weak trade and transport logistics performance are considered unsuitable responses in front of the
geographical challenges, becoming a connectedness void (L1, L63, L68, L70, L79, L88, L117, L118,
1158, L208, L211, L215) as it increases transaction costs in terms of time, expenses, and reliability.

[2P] Around the world, many border regions have been isolated from the main urban centers
and markets, imposing several challenges in terms of the long and steep pathways, lack of physical
infrastructure, and lack of transport logistics services and technology (L208, L211, L215). The
constrained connectivity and regional fragmentation of CBRs implies functional disconnection with the
regional economic dynamics, limiting their access to suppliers, buyers, and GVCs (L70, L79, L158,
L.208). For example, the Bolivian community of Cocos Lanza does not have a physical road to its
regional capital, taking two days of walking through the jungle, and hindering any possibility to sell its
coffee to the Bolivian side (L125). Furthermore, the geographical dispersion of stakeholders within the
CBR -and with stakeholders outside of it— makes it difficult for them to meet and associate, the
transference of knowledge, access to specialized training and services, the movement of equipment and

supplies, or even the presence of public agencies to support and regulate dynamics (L208, L211, L215).

Remoteness and isolation increase transportation costs, making them less competitive
compared with similar businesses with better geolocation (L88, L118, L208). In addition, the long
distances, limited accessways, difficulty topography, and low road quality lead to higher costs for
construction and maintenance of roadways (L1, L70, L208, L211). Moreover, infrastructure funding
tends to be scarce or inappropriate (L208) and this problem has even led companies or communities to

construct roads by themselves to have a little access to local plantations — as local governments do not
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have the funds or technical expertise to design infrastructure proposals to solve connectivity issues (L63,
L111, L215).

Poor infrastructure, and therefore complicated logistics, is another factor that influence the
bonding between producers and middlemen as the latter carry the burden of connecting the formers to
the market, but for a higher price (L70). Adding to this, the lack of telecommunication infrastructure
(antennas or optical fiber) (L208, L211), terminal facilities (airports and seaports) (L1, L63) and
logistics hubs hinders the establishment of logistics services and technology in borders and CBRs,
increasing the transportation costs of CBVC products. The lack of logistics infrastructure such as
Customs, Immigration and Quarantine (CIQ) facilities also foster the growth of unofficial exports and
therefore, a higher density of informal economies across the border (L117, L118).

[3T] In response to these problems, Trade and Transport Facilitation (TTF) has emerged as a
strategy to achieve seamless connectivity and sustainable regional development. To achieve this, TTF
promotes the simplification and harmonization of international transport procedures and the information
flows associated with them by upgrading countries’ capacity to trade (ESCAP, 2004; UNECE, 2021),
and increases trade and transport logistics performance through the improvement of hard and soft
infrastructure (Lakshmanan et al., 2001; Wilson, Mann and Otsuki, 2004; Portugal-Perez and Wilson,
2012). While physical infrastructure and transport logistics technologies are considered as the ‘hard’
components of the equation, business and regulatory environment, and border and transport services
represent the ‘soft’ constituents. The improvement of both types of infrastructure facilitates freight
transport and promote cross-border trade (L70, L117, L118). Adequate investment in TTF promotes a
more efficient use of transport infrastructure, reduces the dependency of communities on middlemen,

and reduces the risks of fluctuating markets (L88).

Physical infrastructure, better said, infrastructure quality, is considered as one of the most
important determinants of commercial activity and economic expansion in CBVCs (L118). The
construction of land, sea, and air transport networks, enhancement of terminal facilities and border
crossings, and a good road network upgrade system enhance multimodal connectivity (L1, L63, L70,
L117, L118) (Korinek and Sourdin, 2011). Logistics hubs concentrate a series of transport, logistics,
and productive services, facilitating storage technology, distribution means, or even sanitary or quality
control centers (L68, L88, L118, L215). Transport logistics technology involves several Information
and Communications Technologies (ICTs) such as electronic seals, Electronic Data interchange (EDI),
telecommunication infrastructure, and more. Articulating transport logistics with mobile phone
technology (L88), that is vastly used in CBRs, can reduce export days, and increase intraregional trade
(Nguenkwe and Tchitchoua, 2019).

Hard infrastructure should be accompanied by the coherent business & regulatory environment
(L117, L118) and efficient border & transport services (L63, L117, L118). Academic works highlight
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the high correlation between institutional quality and trade growth and the great initial benefit that can
be gained from leveraging trade governance (Dollar and Kraay, 2003). That said, public-private
cooperation that jointly address transport problems has a positive effect on cross-border trade (L88)
(Devlinand Yee, 2005). Finally, the efficiency of border and transport, constrained by the three previous
components, is a key aspect to consider for improving customs clearance and inspection procedures and
reducing border compliance in terms of time, cost, and reliability (World Bank, 2019). Ensuring the
presence of regulatory authorities (L63, L215), improving border crossings checkpoints and CIQ
facilities (L63, L117, L118), and streamlining logistics through paperless trade, adequate risk
management, or automate compliance, aim to reducing bottlenecks in cross-border operations and
logistics (ESCAP, 2021; Kuhlmann, 2021; UNCTAD, 2021).

Adding to the benefits from TTF measures, CBVCs opens to possibility to benefit from the
installed infrastructure and logistics capacities that exist at the other side of the border (L208). Sharing
the same geolocation allows them to reduce costs, not only in term of getting easier access to suppliers,
but also because the concentration of companies attracts facilitating agencies and other logistics services
(L1, L117). For example, coming back to the case of Cocos Lanza, while the nearest Bolivian market
is two days away, the Peruvian coffee market and companies are less than two hours away, allowing
them to sell their products to the local cooperatives (L215).

[4R] Financing Trade and Transport Facilitation, especially physical infrastructure, is high-cost
investment. However, embedding those initiatives in broader regional schemes such cross-border
economic corridors can bring investment and facilitating agencies, improving border crossings and
logistics services to promote more efficient cross-border movement of goods and reduce transportation
costs (L117). In addition, the construction of multipurpose logistic hubs is another possibility to reduce
costs and concentrate related technical services (L68, L118). For example, to promote aquaculture
CBVC, the Indonesian government proposed an integrated maritime affairs and fisheries center (SKBT)
that would serve to supporting the financing of fishing boats and gear, storage rooms for seaweed,

integrated cold storage facilities, floating docks, and other related facilities (L118).

These initiatives should be accompanied by logistics and distribution plans that interconnect
from the plantations to the end-markets, ensuring the quality and traceability of products (L88, L215).
Finally, yet importantly, it is needed to highlight that the main problem is not the lack of infrastructure,
but how to bridge producers and consumers. For example, innovation in logistics by leapfrogging poor
infrastructure and transport can be achieved through better vehicles that are more conditioned to the
rough terrains (e.g., maneuverable mini trucks) or using renewable technologies to improve storage
conditions (e.g., trucks with solar panels for feeding cooling systems) (Arkalgud, 2011). Thus,

increasing connectivity in and to CBRs should also consider the adequacy of TTF systems for the

131



movement of services (financial, monitoring, ancillary, etc.) and people (professionals, technicians,

potential buyers, etc.).

CV20: Utility Scarcity

[ILM] Water and energy security are two relevant aspects to consider in CBVCs as their
availability affect production capacities and increase production cost (L211). Researchers have
highlighted this issue as a void (L68, L117, L208, L211, L215), and brought ideas to solve it or consider
them in the development of CBVCs.

[2P] Water scarcity and lack of energy supplies are critical issues not only for living, but also
for productive activities, especially for agri-food systems (L68, L208). Due to the geographical
conditions, piping and wiring becomes not only an engineering challenge to start productive activities,
but a high-cost investment, even more for industrial or agro-industrial activities that demand more
resources (L211). The amount of usable water is even lower in some CBRs due to the conflicts on water
sources between communities, urban expansion, or pollution (L211). The same case happens with
electricity, where there are inefficient energy systems, irregular power supply, lack of hydro-electric
sources, or strong dependency to fossil fuels (L68, L211). Lack of energy hinder the promotion of new
CBVC nodes as some manufacturing processes uses large amounts of energy. For example, the
aquaculture CBVCs requires cold chain storage and logistics that requires great amount of energy
(L211). Aluminum smelters depend on energy-intensive equipment, demanding to be located near the

power sources (L117).

[3T] Decentralized provision of utilities becomes a relevant approach to solve utility scarcity
and provide the minimum productive requirements (L215). By one side, CBVC initiatives can consider
equipment to facilitating water and energy production, such as the installation of motor pumps for
efficient irrigation of natural grass, or power units for roasting equipment or shearing machines (L215).
However, fostering rural innovation by embracing both, technical knowledge and local capacities, is
another path to considering: For example, promoting local producers to construct wells by themselves
to water their fields, or developing alternative technologies that are less energy-intensive such as bain-

marie for milk pasteurization (L68).

[4R] Finally, yet importantly, utility demand for household consumption and CBVC productive
activities should be incorporated in the Energy System Planning and Integrated Water Resources
Management (IWRM) (L215), considering related issues such as energy transition, resource

optimization, or ecosystem impact.
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7.6. Context voids

This set refers to contextual factors that undermine CBVCs: poverty and demographic decline
(CV21), land issues (CV22), environmental degradation (CV23), and gender inequity (CV24).

CV21: Poverty & Demographic Decline

[1M] Literature Review reveals that poverty and demographic decline are serious problems that
affects the sustainability of CBVCs (L68, L70, L79, L117, L118, L208, L211, L215), as they increase
the precariousness and vulnerability of local population and leads to the loss of traditional sociocultural
practices.

[2P] Peripheral regions reveal several socioeconomic problems that push them in a situation of
extreme vulnerability: Many families under subsistence farming lives in a precarious peasant economy,
with unsatisfied basic needs, low social security, and little access social infrastructure and social
services (L70, L117, L208). It is not uncommon in CBRs that poverty and precariousness force
producers to live day-by-day without considering their own crop productivity or reinvesting in their
productive activities. Even more, precariousness pushes producers to participate in more profitable
economic activities, that tend to be illegal (e.g., leave rice or coffee production for poppy or coca

cultivation).

Adding to the remoteness and isolation of CBRs, these territories have a low population density
(L118, L208, L211), and tend to suffer from outmigration to urban centers (L208, L211). The low
retention of population —especially youth people that cannot find profitable employment opportunities
at the borders— drives to a decline of cultural practices, devaluation of sociocultural traditions, reduction
of innovation capacities, and a smaller pool for local professionals and technicians (L208). This
endangers the sustainability of productive initiatives because elder population become the main sustain

of local production and knowledge.

[3T][4R] A Cross-Border Value Chain, as a political-economic initiative with social impact,
should consider a comprehensive territorial approach, targeting sustainable development goals for local
population by impacting in related fields such as labor security, environment, cultural conservation,
gender equity, and more (L68, L208, L215). Although structural poverty has multiple root causes,
CBVC initiatives are opportunities to addressing them from a multisectoral and cross-cutting
perspective, including poverty-reduction measures in their implementation activities, attracting

investment and infrastructure, and strengthening institutions at the borders.
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To reduce the demographic and sociocultural decline, addressing the rural-urban migration
triggers (e.g., lack of job security) through CBVC activities can promote better border futures: the
establishment of technical schools for youth professionals, their allocation in local CBVCs, and
technical training replicating traditional knowledge and techniques can promote the retention of local
labor and knowledge (L79, L215).

CV22: Low Access to Secure & Quality Land

[1M] The lack of land tenure, small land size, or low land quality are some factors that have an
impact on developing CBVCs and improving their productive potential. Researchers have highlighted
these issues (L64, L68, L70, L88, L117, L118, L208) and, although they are common in several

agricultural systems, CBRs provide opportunities that can benefit land scarcity and quality.

[2P] Although capacity building programmes can provide technical support, lack of land tenure
disincentivized any investment, hindering the access to credit —informal financing sources or under high
interest rates, and shrinking producers’ motivation to develop their productive systems (L68, L70, L88).
Nevertheless, property rights are not a panacea. In some regions with high tenure, most producers hold
small size farmlands, and not all the extension is arable or productive (L64, L70). This problem worsens
with the land atomization triggered by inheritance transfers (Janvry and Sadoulet, 2001). In addition,
land degradation due to intensive agricultural practices or aging plantations, lower soil productivity in
guantity and quality (L88, L117, L118). Adding other factors such as extreme climate conditions,
unfertile lands, and water scarcity (L70, L208), land issues push several families to live on subsistence
farming (L64, L70).

[3T] As previously explained, CBC makes available the lands at the other side of the border
(L118). Even more, in some CBRs, producers in one country lease farming land in the other, carrying

out land improvements and more capital-intensive agriculture (L64).

[4R] According to some researchers, ensuring land tenure through property rights is a path for
economic development: Land security facilitates access to formal credits, allows producers to associate,
and enables them to receive technical support, improving their productive conditions (L68, L70) (Soto,
2000). However, other scholars have challenged the direct causation between tenure and development
(Fernandes, 2002; Manders, 2004). Other land issues, such as farm size, determine the possible income
that they can obtain, limiting the possibilities of having a life based solely on agriculture (L70).
Community land or forest management is another mechanism to promoting producer communities to
harvest and trade resources while not reducing land size (L88). However, managing Common Property

Resources (CPRs) requires good governance schemes considering multiple factors such as community
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participation, or political will (Ostrom, 1992). This is particularly relevant in CBRs because, as
explained in the previous example, cross-border ownership or leasing of lands can also have a negative

impact due to unsustainable productive practices.

CV23: High Environmental Degradation

[1M] Previous sections have shown the negative environmental effects of unsustainable border
and cross-border production: cross-border economies can lead to cross-border air and water pollution,
illegal flows embrace cross-border trafficking of endangered species or illegal logging, and lack of land
security may generate environmental deterioration under cross-border leasing schemes. While
environmental degradation is a de facto consequence of those voids, it is also a cause and a void to
consider in CBVCs (L63, L68, L88, L111, L117, L118, L208, L211, L215) as it lowers productive

efficiency and undermines long-term sustainability.

[2P] Large scale conversion (e.g., deforesting tropical forest to convert them into palm oil
plantations) has a devastating impact on the production of other crops as it reduces the goods and
services that biodiversity provides (UNEP FI, 2008), fragmentates natural habitats, and increases soil
erosion (L63, L117, L118) (WWF, no date). Furthermore, monoculture farming makes economies
dependent on a single crop, rising economic risks, and limiting available land (L118).

Pressure on natural resources due to intensive agriculture expansion or unregulated harvesting
drive resources into rapid depletion, endanger species, and pollute land, air, and water resources,
generating long-term environmental and productive problems (L63, L88, L211) (WWF, no date). For
example, exceeding the carrying capacity of forest pushes producers to cut down trees that have not
reached their optimum age and, therefore, leads to lower production (L.88). These issues are intensified

by the challenging climate conditions and natural hazards (L208).

[3T][4R] Considering the environmental impact of cross-border dynamics in the design and
development of CBVC initiatives should link environmental with socioeconomic development and
promote long-term sustainability (L111). This demands the combination of strong governance models
and technological resources that provide mechanisms and practices to reduce pressure on environmental
resources (L211) (Wong Villanueva, Kidokoro and Seta, 2022). Development models such as circular
economy or green economy allows a common vision that aligns with cooperative governance and local
development (L68, L208). They also promote sustainable harvesting practices in local communities as

they protect biodiversity and ensure sustainable long-term livelihoods (L88, L118).

Although some methods can be considered controversial, such as swidden agriculture

(rotational farming), they can foster biodiversity and stable income sources under regulated conditions
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(L117) (Li et al., 2014). More environmental sounded alternatives such as agroforestry systems,
polyculture cropping systems, or organic agriculture raise as opportunities for CBVCs production with
less negative outcomes (L118, L215) (Rahman et al., 2017). These options should be linked with other
environment’s friendly initiatives such as ecotourism (L118, L211), and embedded in subnational and
national programmes for ecosystem conservation, IWRM, comprehensive CBVC management,
integrated waste management program, or even health and labor security programmes (L215). For that,
sustainable resource management should be reflected in the policies, legal and regulatory frameworks,
bringing more monitoring instruments for concession regimes, harvesting processing methods or other

productive practices (L88, L118).

CV24: Gender Inequity

[1M] Gender equity in value chains has been a traditional underexplored topic, although gender
relations affect and are affected in value chains processes (Edna Mutua, Njuki and Waithanji, 2014).
This absence is clear in CBVC literature, where only few researchers have raised the issue (L68, L215),
but have brought clarity on their relevance. Operationalization of gender equity in CBVCs promises
women’s empowerment, and how their development mutually reinforces male’s empowerment (Stoian

et al., 2018), opening and opportunity for fairer gender dynamics.

[2P] In rural and border areas, due to their traditional idiosyncrasy on gender stereotypes,
women labor tends to concentrate in housework or precarious and low-income productive activities
(L68). [3T] Nevertheless, they also fulfill relevant roles in CBVCs, and when men leave their productive
activities, women oversee the lands, production, and family. For example, in the coffee CBVC, women
have a critical role in the bagging process, conservation of seedbeds, feeding coffee workers, and even
in quality control and coffee selection (they select coffee grains one by one using their own hands).
Therefore, female participation could be considered even higher than male roles (L215). The alpaca
CBVC has similar characteristics: the quality selection process of fiber in entirely organized by female
classifying experts (L215), and depending on the middlemen, producers received their income based on
the fiber quality. However, due to gender stereotypes in the rurality, women are not normally the target

audience for technical assistance programs, reducing the effectiveness of those programs.

[4R] Gender equity policies should be included in any CBVC initiative to promote a
comprehensive social participation (L68, L215). To achieve this, the consolidation and involvement of
women organizations is a relevant task to accomplish (L68). In some cases, although they are included
in the joint CBVC projects, they display a low participation (L215). With many reasons behind these
behaviors — lagging gender stereotypes, intensive housework, etc.—, women should be included from

the design of CBVC initiatives to understand their interests, obstacles, and needs and foster their
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participation (L215). However, apart from improving women’s participation in the household realm
and division of labor, deeper understanding is needed to explore the intertwined relationships between
gender development and CBVC development (Stoian et al., 2018).

7.7. Borders Voids

These two voids refer to contextual factors that are particular from border areas: the informality
of cross-border economies (in terms of market labor, trade, and production) (CV25), and illegal flows
(CV26).

CV25: Informality of Cross-Border Economies

[IM] Although the informality of labor, production, and trade could be considered a
consequence of the lack of harmonization of policies, regulations, and laws, this is only one trigger
among several others —such as state fragility, inequality, remoteness, or economic empowerment— that
are constitutive elements of the socioeconomic fabric of cross-border economies (L211) (Kahiya and
Kadirov, 2020). Cross-border informality has been repeatedly reported as a void due to their relevance
in CBRs and how their formalization would bring inclusive development and promotion of CBVCs (L1,
L64, L68, L70, L79, L117, L118, L208, L211).

[2P] The incompatibility of exchange policies between countries hampers the integration of
CBVCs as it leaves behind multiple producers living in the informal economy (L1). The high rate of
informality has a considerable impact on cross-border regions as it gives rise to multiple market failures
such as lack of information, uncertainty, or lack of critical mass (L211). Furthermore, it creates a risk
in CBRs to hold illegal practices or flows such as exploitation of people, illegal extraction of endangered

species, or cross-border pollution.

Three types of informal economic systems can be highlighted in CBVCs. Regardless of legal
compatibility, informality in cross-border labor market is based on the availability of low-skill
employment, mainly in the primary sector — that represents the main economic sector in multiple
CBVCs with low-technology intensity (L70, L211). However, uncontrolled labor migration can
promote conflictive situations between border societies, bad practices, and job insecurity (L70, L79).
Informality in cross-border production lies down in the difficulties to formalizing SMEs or associations,
lack of productive technology (available at the other side), or the lack of knowledge to formalize

productive processes (L64). This can lead to the unofficial export of large volumes of products with
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low added value and therefore, making lower profits (L118). Informality in cross-border trade has
multiple triggers such as the lack of common currency, tariff and non-tariff barriers, or weak
institutional and logistic capacities to address border trade (L70, L79, L208, L211). CBIT has a
significant weight in local economies as cross-border flows can lead to price fluctuations in the other-
side market, pushing down the domestic price and affecting the income of local producers (L64).

Being informal does not mean that they are exempt of paying fees: informal transactions are
subject of several monetary impositions exercised by border regulatory entities, municipalities,
corrupted groups, middlemen, and other actors related to the informal CBVCs. This elevates the
arbitrariness of payments, generates a favorable environment for corruption practices, and increases the
transaction costs up to twenty times the producer’s profits (L70). The main distinction between formal
and informal economies is the vulnerability and precariousness (labor market insecurity, employment

insecurity, income insecurity) of their activities (L70) (Berrington, Tammes and Roberts, 2014).

[3T] In multiple cases, the socioeconomic similarities of border regions leave them away from
the potential that urban centers or capitals enjoy (L211). However, border complementarity represents
an opportunity for mutual benefit in terms of labor, production, and trade: while Posadas (Argentina)
suffers from unemployment problems, opening the ‘labor border’ could be a solution as Itapua (Brazil)
has underemployment issues (L1). In Vietham and Cambodia border regions, the rice production
dynamics (although Vietnam is one of the largest rice producers, it also imports that product from
Cambodia) reveals the potentiality of the formalization in terms of productive complementarity,
increasing production volume, product diversification in local and foreign markets, and reducing the
variability of seasonal demands (L64). In Haiti-Dominican Republic cross-border regions, the border
rural population of the former have found in the latter stronger urban markets to sell their products,
increasing incomes for smallholder producers, promoting the urbanization of the border fringes, and

augmenting the critical mass of the CBR (L.70).

[4R] Informal dynamics should be part of the discussion of connecting CBVCs as, in many
developing regions, formal flows do not reflect the whole potential of border economies (L68) and
tackling informality in border rural economies has a great importance in poverty alleviation as 90% of
world production is held in developing countries and smallholder families (L211). The formalization of
informal economies mainly falls in the political capital of the national governments in office and their
motivation to reduce those problems. Legal frameworks should be adapted to incorporate the bulk of
informal and non-professionalized producers and workers, and ensure their social security (L79, L211).
To achieve it, border economic analysis must contemplate cross-border dynamics embedded in the local
labor markets, productive systems, and trading schemes (L68). This includes, to explore what motivates

and discourages the people making a living from informal economies to formalize their activities (L117,
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L.118) and provide training and education to small producers, especially those who may be involved in
informal practices (L211).

CV26: Presence of Illegal Flows

[1M] Literature review (L63, L68, L88, L111, L117, L118, L208) reveals how illegal flows
represent a problem for stabilizing CBVCs as both are intertwined with the existing connectedness
voids in the same cross-border territory.

[2P] The lack of comprehensive cross-border legal and regulatory regimes generates
externalities that have a social impact (such as forced displacements, crime networks) or an
environmental one (illegal logging or illegal trade of endangered species) (L68, L117, L208). However,
illegal dynamics are a complex network of dynamics that does not only depend on better legal
frameworks. In the case of West Kalimantan, although better regulatory measures were imposed and
uncontrolled logging was partially curtailed a decade ago, currently only 4 of 300 timber concessions
apply sustainable methods and an illegal logging network still operates deep in the border areas without
being detected (L117).

The stakes rise with the cultivation of illicit crops (L68, L111, L208), that represents the main
income source for local families in some CBRs. For example, the China-Myanmar CBR is not only
famous because of illegal logging but also because it is part of the infamous ‘golden triangle’, the largest
production regions for opium poppy and other narcotraffic drug supplies (L63). Due to the low
socioeconomic conditions of people living in the area, illegal logging and traffic of endangered species
become the ‘lesser evil® as illegal drug value chains generate more profits: poppy farmers can earn 13
times more money from poppy than rice crops (IRIN News, 2011), becoming a strong pull factor to
ensuring the sustainability of illegal cultivation while reducing the motivation to continuing with legal
crops. Even more, illegal flows are usually accompanied by the presence of mafias or armed groups,
representing a security challenge for local population and an obstacle for governmental participation
(L208).

[3T][4R] Preventing illegal flows starts by addressing the multidimensionality of those
dynamics that do not only depend on more presence of the national governments through military
intervention or through legal and regulatory harmonization. While external pressure coming from
international certifications and trade data statistics (L88, L118) can push governments to modify their
regulations and policies, comprehensive approaches should be implemented to tackle the root causes
and triggers of those illegal practices. For example, the Laotian Phongsaly government, also located in

the golden triangle, developed an alternative crop programme to reducing the dependency on opium
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poppy production. By establishing a CBVC partnership with a Chinese tea factory, the government
ensured the sale of local production at a fair price and improved socioeconomic conditions (L111).

7.8. Legal Voids

This set of voids relate to the harmonization of legal, normative, and policy frameworks in
terms of border development (or multisectoral actions at the borders) (CV27), industrial development
(CV28), or trade (tariff and non-tariff barriers) (CV29).

CV27: No Harmonization of Border Policies & Policies at the Borders

[1M] The lack of harmonization of sectoral and border development policies is one of the main
connectedness voids that incentives other issues in developing CBVCs (L70, L79, L88, L117, L118,
L170, L208, L211, L215). Regulatory and legal diversity in cross-border regions turns to an engine of
articulation, exchange, and complementarity between economies located on both sides of the borders
in multiple fields such as exchange of goods, availability of skilled labor, availability of arable or
building land, and more (L170). Instead of pointing to this diversity between national systems as the
main problem, it is the limited maneuverability between border policies, sectoral policies and legal and

regulatory systems that brings multiple cross-border dynamics to informality, or even more, illegality.

[2P] Incompatibility of policy frameworks — referring to national, subnational, and local plans,
sectoral policies, and border development policies— is a very simple issue to understand, but complex
to solve: While some countries have policies in place to promote CBVCs, others do not. This generates
a situation where, efforts of one side can be easily neutralized at the border (L88). Even more, in many
Latin American countries, there are not unilateral development and integration border policies,
reinforcing the traditional Westphalian role of stiff or rigid borders to ensuring national sovereignty
(L70).

While the lack of compatible policies hinders paradiplomacy efforts on joint CBVC projects,
the lack of regulatory and legal compatibility leads them to informality or illegality. This is a common
issue in Latin America where, although countries are part of many international organizations, those
have been ineffective to reduce legal barriers (L208). For example, when the Argentinian province of
Misiones started involving in the production of modified cassava starch, the private sectors perceived a
great learning opportunity from the transfer of technical know-how from the Brazilian State of Parana.

However, the presence of multiple barriers such as the export/import regime, the national regulatory
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agencies, sanitary and phytosanitary regulation, customs, and others, triggered higher transaction costs,
collapsing down the productive cooperation (L70).

[3T] Policy harmonization is elemental for shaping CBVCs (L88) and it starts by considering
the role of borders within the national systems: the promotion of development policies in border regions
creates the conditions where CBC might represent a convenient strategy for local industrial
development (L118). The case study of border regions from Indonesia and Malaysia shows that,
although national and subnational plans, border development policies, and industrial policies might
differ across levels, sectors, and approaches, as both have a border development approach, there are

multiple commonalities that create an ideal environment for developing CBVCs (L117, L118).

Legal harmonization starts with the identification of regulatory and legal obstacles for cross-
border collaboration (e.g., know-how exchange, movement of goods, budgeting for cross-border
projects, etc.) (L117). This should be accompanied by an analysis of their impact at subnational, local,
and especially at cross-border scale, where multiple previous formal and informal initiatives reveal the
imposed challenges for CBVCs (L.208). Considering these issues in national legislation fosters a legal
environment that takes advantage of cross-border dynamics (e.g., the formalization of cross-border
markets) (L70) that can be reinforced by involving regulatory agencies and industrial entities to improve
the regulatory knowledge socialization or business promotion environment (e.g., tax education rather
than strong sanctions) (L79). Legal and regulatory improvements alleviate the presence of other
challenges such as limited-size markets, remoteness, low density and lack of investments or skilled
labor (L208).

[4R] Stability in relations between national governments and cross-border agreements — a
desirable setting for policy and legal harmonization (L211), stems from aligning government objectives
in integrated binational or regional schemes (L118, L215). The low efficiency of macroregional policies,
international agreements, or binational governance schemes, leads to evaluate in detail how national
actors interact, nay, how multilevel consensus is achieved, and consider more flexible and wider
approaches to shape CBVCs (L70, L208). However, Latin American central governments should learn
to overcome legal and administrative outcomes, building on natural or existing partnerships to promote
more efficient CBI&D instruments (L208).
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CV28: No Harmonization of Business/Industrial Development Policies

[1M] While the lack of border policies or their harmonization (within and across borders) has
been previously discussed, several researchers have highlighted the same issues but applying to the
public instruments for business and/or industrial development (L1, L63, L64, L68, L79, L88, L111,
L118, L170, L211, L215).

[2P] The absence of industrial policies and instruments for specific products (L11, L68, L79,
.88, L111, L211) reflect the lack of clarity of product strategies at national, subnational, and local levels
(L68, L88). In addition, poor design, or enforcement of public policies (L68) reflects that, apart from
the limited knowledge in the product’s value chain and sector, there are methodological and
instrumental limitations to correctly address the in-situ problematic (L211). For example, the India
forest regulation not only banned illegal collection of forestry resources but imposed several

requirements.

Apart from generating contradictions between the regulation and their promotion policy, it also
incentivized Nepal government to ban exports, leading several producers to participate in cross-border
illegal markets (L88). Similar problems happen with policies and legal frameworks for business
development that can suppress the formalization and consolidation of subsistence producers and SMEs
(L79, 211): the legal barriers for establishing companies in Colombia made them to move to the
Venezuelan side, that consolidated their car production sector.

Harmonization of policies within the national system is also an issue affecting CBVC as they
are not tailored for cross-border markets (L68, L79, L88). On one side, high levels of bureaucracy
discourages production and export, missing several business opportunities (L88). For example,
Peninsular Malaysia, Sabah, and Sarawak have each of them its own regulatory authority for wood
processing, setting a very fragmented regulatory framework (L118). On the order, the disarticulation of
product-based policies with policies, plans, and programmes from other sectors can have a negative
impact on the product’s value chain (L79, L118): In Venezuela, the GLP law affected automobile
production and hindered CBC with Colombia (auto part production) because producing GLP-based
motors was against the Venezuelan Chamber of Automobile Industry’s technical standards and involved

modifying Colombian production (L79).

Harmonization of business and industrial development strategies across borders is even a more
complex task as it also requires understanding the existing dynamics in the cross-border economies.
Mismatches can generate an unfavorable environment for CBC or even promote competition with the

other side’s companies or producers, disincentivizing foreign investments (L1, L111).
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[3T] Public policies and legal frameworks for business and industrial development have a great
potential for fostering local development, even more if they are comprehensive national policies as they
can promote co-financing schemes, PPPs, sectoral employment, friendly business environment, and
more (L79). Public policies allow to allocate fiscal spending and public resources in the sector (L88,
L215), setting realistic and data-based goals at medium and long-term (L215), involve other specialized
public agencies into joint activities (L79) or raise quality standards though national certifications and
their incorporation in the national technical standards (L118, L215). Thereby, public instruments bring
the opportunities to protect the rights of both the investors and producers, while promoting the product’s
value chain by contemplating investors’ incentives such as property protection, fast communication

channels, clear delivery terms, etc. (L111).

The articulation of the border governments’ strategies can promote a more Integrated regional
industry. For example, the agreement between Chinese Yunnan government and Laotian Phongsaly
government allowed the former to promote tea investments in the latter, supporting this financial
scheme with technical support, agricultural trials, and exchange of experiences to consolidate the CBR
production and market (L111). In the Vietham-Cambodia CBR, Vietnamese An Giang government
signed an agreement with Cambodian Takeo and Kandal governments to provide technical support and
training events in rice farming techniques to farmers and public officers (L64). Cooperation in CBVCs
evolves with collaborative frameworks for R&D that facilitate the mobilization of resources and
capacities (L88, L211) to add more value to the products (L215).

[4R] Developing industrial policies for product’s value chains starts by assessing the overall
state of the product resources, involved producers, and local practices (L111). This should be
accompanied with an assessment of the legal and regulatory environment, the examination of foreign
markets requirements, and a comparison with international best-case practices from successful countries
(L88, L118).

Special emphasis should be given to the articulation and consistency of policies, legal and
regulatory frameworks within the same county, and how they interact with the neighboring country
system to foster CBVCs (L88, L211). This demands stronger cooperation and coordination at national
level, involving several government departments —and high political capital within their nations (L63).
To facilitate this process, participatory planning spaces between the main actors, private sector, and
civil society can promote a faster design, policy alignment, and implementation of consensuses (L68).
Finally, cross-border agreements can facilitate the incorporation of joint decisions into their own

policies and plans (L215).

Although public instruments can promote development and alleviate poverty, a great risk hides
behind their formulation and implementation. Policies that promote good practices such as sustainable

extraction or banning non-processed products may have negative effects as they hinder informal and
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illegal cross-border flows (188, L.118). The participation of regulatory entities may lead to intimidating
or undermining private initiatives coming from entrepreneurs and SMEs rather than promoting their
consolidation (L79). Thereby, legal, and regulatory changes should consider other risks and problems
such the seasonal nature of political cycles, the adaptability of partners in the region, greater availability
of information, etc. (L68, 211). Development partners can provide advice in the design of public policies
and in their implementation (L68, L215). Having said that, a better approach consists in developing

government capacities to design and manage their own instruments by themselves (L170).

CV29: Presence of Trade Barriers

[1M] While previous sections have talked about the cross-border compatibilization of policies,
legal and regulatory frameworks of border regions and industrial development, CBVCs face similar
issues with trade limitations. The presence of tariff barriers (TBs) and non-tariff barriers (NTBS) in
foreign trade policies, legislations, and agreements hinder the possibility of productive articulation (L1),
even more in CBRs as they create a suitable environment for cross-border economies and illegal flows.
Although, Trade and Transport Facilitation strives for a better regulatory environment, it mainly
considers the reduction of NTBs related with transport and logistics, leaving out other NTBs and TBs
that protect unilateral action, incentive trade disruption, and increase transaction costs (Kuhlmann,
2021). Several CBVC sources (L1, L63, L64, L70, L79, L88, L111, L118, L158, L208, L215) criticize
the presence of trade barriers while highlighting the application of international standards and

guidelines to achieve regulatory convergence.

[2P] Incompatibility and conflict between foreign trade policies and regulations generate a
hostile legal and regulatory environment for CBVCs. For example, measures such as quota systems or
concession mechanisms can promote illegal extraction or rent-seeking dynamics (L63). In addition,
mercantilist behaviors (protectionism, trade imbalance, neomercantilism, etc.) reflected in legal
frameworks, regulations and agencies undermine CBC, restricting trade through multiple barriers (L70).
On one hand, tariff barriers and customs fees increase the transaction costs, hindering the process of
getting supplies or raw materials from the other side of the border (L79). On the other hand, the presence
of non-tariff barriers, such as Sanitary and Phytosanitary (SPS) requirements, (L158) Technical Barriers
to Trade (TBT) (L88), excessive documentation for customs clearance (L63, L88), or even the different

weight or volume units that govern transactions (L 70) slow down and discourage trade.

The rigid approach to Imposing SPS”and *BTs mismatches with the living reality of cross-
border informal trade and markets: even though cross-border economies and producers do not comply
with quality standards, productive infrastructure, legal permits, or correct documentation, their products

will probably reach the other side or even foreign markets due to the low enforcement power in border
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areas (e.g., Peruvian middlemen buy Bolivian coffee that does not meet quality standards, mix it with
other batches, and sell it to producers associations, finishing in foreign markets) (L70, L215). The
problem is exacerbated with the noninvolvement of governments in cross-border trade of goods, the
absence of regulatory agencies and proper border crossing facilities, lengthy and bureaucratic processes,
and the producers’ lack of knowledge on export/import processes (L88, L158). The ‘icing on the cake’
is the poor or no implementation of already signed agreements due to political, economic, or technical
factors (L70).

[3T] In current times, the reduction of trade barriers has been accompanied by the proliferation
of Regional Trade Agreements (RTAS) such as Free Trade Agreements (FTAs), Customs Unions (Cus),
or Preferential Trade Agreements (PTAs) (Nugroho, 2007; Kuhlmann, 2021). These trade arrangements
can promote the reduction of tariff and non-tariff barriers (L70, L88) and through the inclusion of
specific clauses or articles, it can support poverty alleviation, environmental conservation, SME
development, and even gender rights (L88) (Kuhlmann, 2021). Furthermore, differential treatment
provisions or transitional time periods are mechanisms to reduce trade imbalances between countries

and promote trade and productive interdependence (L70) (Kuhlmann, 2021).

As binding documents, RTAs have an impact on national legislation and trade policy
development, incentivizing more transparent and market-friendly regulations (L118), establishing
preferential tax policies or tax exemption for importing/exporting certain products (L64), or promoting
digital and paperless trade (Kuhlmann, 2021). Moreover, the articulation of foreign trade policies with
productive and business development ones allows more opened economies and development of cross-
border markets (L63, L88).

[4R] Replacing the existing protectionist or mercantilist behavior —one of the main triggers for
competing foreign policies— by productive articulation and cooperation schemes (L70) requires clarity
about the benefits of economic cooperation and integration, followed by more coordination and
consensus between central governments (L64). This articulation should consider the need of more
flexible and realistic cross-border legal regimes that allows faster transaction of raw materials and
supplies (L70, L79) and reinvents the concepts of ‘formality’ and ‘legality’ to including cross-border
informal economies (L70). However, as every legal and regulatory modification, it requires political
will and capital to be approved by national parliaments — and where macroregional organizations can
play a relevant role to foster major integration. As legal improvements tend to be long-term goals, taking
advantage of product’s benefits can promote a faster development of CBVCs (e.g., alpaca fiber is easier

to trade since, unlike meat, it is not subject to SPS requirements) (L158).

Further government support can bring other cooperation schemes with legal backing. Direct
trading schemes can connect companies and producers across borders, removing the middlemen from

the equation and generating stable incomes (e.g., the Chinese tea factory singing a tea cooperation with
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Laotian farmers, increasing their profits from tea production) (L79, L111, L208, L215). Cooperative
R&D Agreements or TRIPS agreements can promote a cross-border innovation environment for
developing CBVCs (L63) (Kuhlmann, 2021). Other mechanisms such as counter trade or compensation
schemes lead to exchanging raw materials and supplies for the provision of services such as improving
the access of tracks, technical training, labor, equipment, or transport, leading to the reduction of other
connectedness voids in the CBVC (L63).

7.9. Intangible Voids

The intangible voids refer to four factors related to the lack of trust or credibility (CV30),
motivation to cooperate or produce (CV31), joint identity (CV32), or bargaining power (CV33).

CV30: Lack of Trust, Transparency & Accountability

[1M] Lack of credibility between CBVC stakeholders is considered as another connectedness
void (L1, L63, L68, L70, L88, L117, L118, L170, L208). The formation of social bonds based on
credibility or trust is relevant for shaping CBG and value chains (Pomeroy et al., 2017; Wong
Villanueva, Kidokoro and Seta, 2023). Credible commitments, as well as trust, transparency, and
accountability, are relevant ensuring contractual relationships (Argyres and Liebeskind, 1999). While
this section does not explore the complex relationship between all these variables (Ghosh and
Fedorowicz, 2008), it focuses on sketching these intangible resources at individual level (personal and

professional relationships) and group level (between public entities, firms, etc.).

[2P] Lack of credibility or trust between governments can be originated by several factors such
as xenophobia, prejudices, suspiciousness, misunderstandings, asynchrony of political wills, or the
perception of efficiency of the other government’s political and economic management (L.70). This
problem leads to avoiding cooperation opportunities, encouraging productive competition,
protectionism, or even more, turning the border into barriers. Corruption is another trigger of distrust
among actors, as the proliferation of bad practices increases transaction costs, reduces producers’ profits
or even worse, promotes cross-border illegal flows (L63). At a more individual level, mistrust among
producers or with local cooperatives makes cross-border collaboration more difficult and precarious
(L118).

[3T] Proximity across borders incentives the rapprochement between border societies and

establish trust linkages (L1). Building credibility is a long-term process that, in terms of CBVCs, begins
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from encouraging personal interactions and informal relationships as the basis for shaping cross-border
business practices (L68, L117). By shaping stronger producer associations, or more efficient public-
private partnerships, trust becomes an important element in the relational capital between stakeholders,
reducing transaction costs and the risk associated with the failure of cooperation (L1). Transparency in
value chain activities —mainly related to legal extraction processes, proper documentation, trade permits
and clear accountability— are very important to generate credibility in the processes and governance,

promoting mutual trust between private and public entities and buyers (L63, L88, L170).

[4R] Strategies such as dialogue spaces, partnering opportunities or study visits allows public
and/or private leaders to get to know each other and develop mutual trust (L208) (Wong Villanueva,
Kidokoro and Seta, 2023). Leaders in CBVC initiatives should foster personal and informal
relationships between the involved stakeholders to create growing trust (L117). The promotion of good
business practices, fair treatment, and a trust environment can improve motivational factors (\Whipple,
2019), contributing to the reduction of other connectedness voids. However, capitalizing on social
intangibles requires cross-border stakeholders to share common communication codes or a relational
framework to foster better understanding. (e.g., CBR territory facilitates companies to sharing common
culture, improving their relationships, and reducing transaction costs) (L1) (Wong Villanueva,
Kidokoro and Seta, 2022).

CV31: No Motivation for Cooperating/Producing

[1M] The lack or low motivation for cooperating or producing has been reported by multiple
scholars as another connectedness void to consider in leveraging CBVCs (L1, L68, L70, L79, L88,
L1171, L117, 1118, L158, L208, L211, L215). The lack of ‘motivation’ or ‘will’, coming from national
governments, has been considered as one of the main obstacles for CBC (Wong Villanueva, Kidokoro
and Seta, 2022). However, as CBVCs involve a mix of stakeholders, not only the motivation from
governments but also from companies or individual producers should be considered in the equation.
This part rescues some ideas about motivation of those three: governments, businesses, and individual

producers.

[2P] The political dimension of CBVC is a relevant aspect for shaping agile processes and a
common agenda (L68): Lack of political will (L158) discourages involving in cross-border productive
policies or their continuation (L215), appropriation of joint initiatives (L68), brokering stronger
linkages between industry and markets (L88), or reducing trade barriers (L118). As CBVC is a political-
economic initiative, cooperating without public sector raises several challenges: if one side does not
consider the product’s value chain as a priority, CBC has little or no chance of happening (L1). Adding

to this, political instability and rapidly shifting policies magnifies those problems and reduce the
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motivation to cooperate (L1, L211), either to focus on their own issues, or because the other side’s

struggles do not provide the necessary trust.

In the private sector, the lack of knowledge on CBVCs or negative perception on the costs,
benefits and risks demotivates companies to engage in those initiatives. Companies might have a lack
of motivation to cooperate with similar industries from the other side of the border, as this strategy may
not contribute to their current business strategies (L117) or is not perceived as a competitive advantage
or opportunity for productive upgrade (L79) This problem is reinforced by the lack of perception or

awareness that they belong to a value chain (L211).

In relation to producers, excessive traditionalism makes them to fear or reject change from
status quo (to adopt new technologies, to associate, to become formal, etc.) (L211, L215). Moreover,
individualism leads to a lack of common vision within the sector and difficulties generating a unique
value proposition (L211). In addition, motivation to increase productivity*? is overshadowed by several
other factors such as land conflicts, or low access to credit (L70). These factors undermine support
initiatives, where absenteeism, and poor implementation of learnings may represent a waste of public
and private funds (L215).

[3T] Shaping CBVCs demands governments to use their political capital and additional efforts
to promote decentralized political structures that allow them to coordinate joint collaborations, common
agreements (L1, L68). Thereby, political will of national, and subnational authorities can promote better
decentralized development strategies in terms of governance, R&D innovation, and Trade Transport
Facilitation (e.g., introducing hard and soft infrastructure to promote cross-border trade and investment)
(L118, 208). Although local governments have fewer resources, political will makes them use their
available ones in non-traditional ways. For example, providing construction materials and involving
civil society and local producers as workforce for constructing productive infrastructure (L215). In
addition, good results generate positive feedback loops and make authorities more conscious about

productive articulation (L215).

Special attention should be given to the ‘champions’: ‘leading’ or ‘dedicated’ individuals,
agencies, or companies on both sides of the border that supports the CBVC initiative and spend a great
deal of time to increasing their productivity (leading by example), connecting stakeholders, promoting
concrete areas for CBC, or developing export markets (L118). As motivated producers portrait a change

attitude, their commitment presents them as potential (or existing) brokers or leaders, and they are key

12 Agricultural or Industrial productivity is as complex —or even more— as cross-border value chains, containing
several formal and informal institutional voids (\Webb, Khoury and Hitt, 2020). Therefore, those voids are also
embedded in CBVCs. The present list of connectedness voids, as a product of the Systematic Literature Review,
may incorporate some of them but not all in their full spectrum or in the same way. As highlighted in the beginning,
this list tends to be the beginning of a conversation rather than the final output as multiple voids here have many
other variables and connections to be considered.
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actors for initial successes and sustainability of initiatives over time (L117). Working and investing in
them allows to gradually structure and integrate local production and supply system to other levels
(L117, L211).

[4R] National and subnational policies should incorporate Cross-Border Integration &
Development —especially CBVCs- strategies in their policies for tackling territorial problems in border
regions (L68, L117). However, political cycles and personnel turnover at multiple government levels
hinders the stability of cooperation as politicians and professionals have different thoughts (or
disinterest) about cooperation (L211). As a solution, relevant institutions can play a role to keep
cooperation running. In one case, during local elections, delegates of the CAN and Foreign Affairs
officers talked with political candidates about the existing progresses on CBVCs and their relevance for
the border areas, generating consciousness and motivating them to continuing working in similar
projects (Wong Villanueva, Kidokoro and Seta, 2023). Other proposals, such as flexible cross-border
agreements or regular cross-border meetings can promote new politicians to adhere to continuing CBC
in their development plans (L215). Furthermore, the inclusion of minorities and indigenous groups into
political life represents an opportunity to generate more political capital and better reception of CBVC

initiatives that promote community development.

The entrepreneurial culture, the set of intangible resources such as values, attitudes, and
practices that motivates to innovate and take risks (loannidou, 2021), leads businesses and producers to
change their perception on productivity and cooperation (L68, L211). In terms of companies, financial
incentives, sense of belonging, and knowledge on the benefits of cross-border value chains can motivate
them to engage into these initiatives®. For producers, there are several factors that motivate them to be
more productive such as higher profits, land property, or access to credit (L70). Although a structural
perspective to observe precariousness and poverty is relevant to involve them into productive activities
and cooperation (e.g., gradual support through knowledge and financial resources), it should be
accompanied by a process of building confidence on their product and its profitability: ‘they can make
a living based on what they produce’ (L68). In addition, encouraging good practices —through quality
contests, productive equipment, or financial incentives (L215) —, involving young producers (L211) or
socializing the good results of CBVCs can change locals and producers’ perceptions towards

cooperation and productivity, leaving behind conventional ways of thinking (L111).

13 This is better explored in the void 12 (CV12).
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CV32: No Clarity of a Joint Identity

[IM] The lack of a joint identity for CBVCs has also been considered relevant for their
formation and sustainability (L1, L63, L68, L70, L88, L158, L208, L211, L215). Endogenous
development requires a high stock of political, economic, technological, and cultural capital (Boisier,
2005). The last one implies the capacity to generate a socio-territorial identity (L158), that translates
into a joint cross-border identity when talking about CBRs, and into a shared product-oriented identity
when referring to CBVCs. Shared identity, as a representation of the territorial attachment of cross-
border relationships, is embedded in a set of values, rationale, or narratives that justify the need to
articulate —and in this case, motivates to cooperate around a specific product that promises endogenous

local development across borders (L211) (Wong Villanueva, Kidokoro and Seta, 2023).

[2P] In multiple cross-border regions, there are strong sociocultural gaps due to the lack of
common language, cultural differences, ethnic diversity, and policy priorities (L70, L211). This
encourages national xenophobia dividing the ‘us’ with the ‘others’ (L70) (Wong Villanueva, Kidokoro
and Seta, 2023), obstructing the building of mutual trust and formation of CBVCs. The lack of a regional
common identity across borders hinders political consensus and the formulation of a common agenda

as both sides of the borders operates by their own (L68).

[3T] Creating a joint identity for CBVCs refers to shaping a common narrative (historical
relevance of the product, shared needs, common goals, etc.) as the axis for concatenating productive
activities across the borders, serving as a means for inclusive sustainable development (L68). In many
cases, common geography set similar territorial challenges and productive opportunities in both sides

of the border, that facilitates a common understanding of the cross-border space (L211).

The predominance of some productive systems promotes the rise of product-oriented cultures
such as ‘livestock culture’, ‘coffee culture’, or ‘organic culture’ that reflects similar patterns and
constraints of local lifestyles and serves as cornerstone for common cross-border identity and
productive policies (L68, L215). Thus, culture stimulates a feeling or sense of belonging to the product’s
value chain (L211). In addition, companies’ dynamics across this territory eases the construction of a
shared product culture, as they establish common communication codes and foster trade trust to
reducing transaction costs (L1). Effective productive cooperation promotes the consolidation of
initiatives by promoting a sense of identity for the group of involved stakeholders and aligning their
efforts towards shared needs (L211). In more organized governance schemes such as cross-border
clusters, common identity facilitates mutual understanding and cooperation promotion with other
clusters within the same CBR (L211).

[4R] Product-based cultures, being shared by smallholder producers and local SMEs across

borders, have the potential for developing a common territorial vision that facilitates the development
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of cross-border initiatives that embed political-economic objectives (e.g., binational contests, cross-
border agencies, CBVC activities) (L70, L88, L158, L215). As a product’s value chain is closely related
with local development and cross-border cooperation, it creates favorable conditions for promoting
circular economy on the product life cycle as a component for sustainable CBI&D (L208).

Most CBRs do not only embrace different societies and cultures, but also enjoy a high rate of
indigenous people sharing similar characteristics across borders (L63, L211). Cultural diversity brings
the opportunity to generate new joint socio-territorial identities and more inclusive cross-border
societies that can foster better relationships —achieving better negotiations and deals between local
companies— and promote innovation —by developing new CBVC strategies (e.g., branding of cross-
border product) (L1, L68, L158, L215). A common cross-border agenda based on joint identity can
incorporate an institutional mix of actors, dialogue and decisions making spaces, and the development
of a joint development vision and strategies (L211, L215). However, the lack of participation and
commitment from public or private stakeholders — or even more, the construction of cross-border
identities based on political objectives rather than a shared experience, put in risk the execution of joint
projects (e.g., only one side of the border continuing with the project) (L215).

CV33: Low Bargaining Power

[1M] Bargaining power is a concept that has been undertaken by multiple fields related to
negotiation or transactions such as game theory, value chains, or international relations. From a
transaction cost approach, bargaining power is the capacity to influence in its own favor the terms and
conditions of agreements or contracts and their subsequent deals (Argyres and Liebeskind, 1999). In
this way, both suppliers and buyers enjoy a different position to influence pricing (Porter, 1985):
Suppliers have more bargaining power when companies depend on the availability of resources and
cannot change to others. In the opposite case, when buyers can find substitutes easier, they bargain
better prices and volumes. These differences lead to different GVC governance models (Gereffi,

Humphrey and Sturgeon, 2005).

Bargaining power is also affected by other factors such as market information, accumulation of
resources and capacities, legal system and contracting, and more. Although it is interconnected to other
voids, low bargaining power can be considered as one (L68, L88, L111, L158, L208, L211) because
having a better position to negotiate facilitates to set a better pricing even they face uneven bargaining
relationships in their GVC or instability of supply and demand (Grabs and Ponte, 2019; Ponte, Sturgeon
and Dallas, 2019).
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[2P] The irregular and inconsistent supply (small or seasonal production) and demand (small
available markets and low prices) affect producers as they lose assets for bargaining with buyers,
hampering their penetration into markets and leading to precarious living conditions (L88). In addition,
market issues such as weak positioning in local and international markets or unfair competition from
larger players hinder even more their capacity to negotiate and access to fair trade (L68, L88). Low
bargaining power does not exactly mean a lack of a CBVC, but the difficulties to set good pricing and

that the profit distribution along the VC might not be so equal or fair (L88).

Projecting this problem into the politics sphere, the lack of bargaining power of producer
associations and local governments —even more if they want to venture into cross-border cooperation—
leads to little influence on political decisions, financing schemes, or national policies (L.208). In addition,
considering bargaining with buyers within the GVC, low bargaining capacity leads to supply contracts
that limit suppliers’ production decision (Raskovich, 2003). In the case of the alpaca fiber market, the
buyers’ preference for white fiber generated contracts in which they paid more for it than for colored
fiber, affecting the domestic production dynamics. This pushed local producers to a white alpaca
monoculture — a situation that almost represented the extinction of colored alpacas (Michaud and
Dorrego Carlén, 2018).

[3T][4R] Factors such as knowledge, associativity, and contract intermediation can increase
bargaining power for producers in front of intermediaries, companies, and lead firms. Market
information enables better evaluation of markets and to push for better prices (L88). In addition,
associativity of producers or businesses, by creating an economy of scale, enhances representation of
the CBVC initiative and therefore, increasing their influence on closing agreements, partnerships, or
contracts (L211). In addition, producer associations or cooperatives have a good position to
empowering communities by providing updated market information or increasing their negotiation
capacity through trainings (L88, L158). Contract regulation or intermediation is another strategy to
raising the bargaining power of producer associations: As the China-Laos tea CBVC shows, the
mediation of the local government between the company and producers brought a fairer price and other
benefits (L111).

To be ‘cross-border’ brings extra benefits: although a CBVC occurs at a local or subnational
scale with little agglomeration of resources and capacities, the fact of cooperating across borders makes
this initiative an international one, leveraging their status and gaining relative power. In other words,
they ‘scale-jump’, achieving a better political position. Shaping cross-border agencies levels this game
up, as it represents an international political entity with even more capabilities and bargaining power

than a single national government.
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7.10. Capacities voids

The last set refers to other intangible factors that are transversal or supplement other voids such

as change capacity (CV34), associativity capacity (CV35), or knowledge transfer (CV36).

CV34: Low Change Capacity

[1M] While knowledge, governance, or intangible infrastructure embody the ‘what’ is needed
to leverage CBVCs and make them more competitive, the ‘how’ is still a pending question in the present
list. In relation to CBVCs, this represents a better use of existing assets (knowledge, relationships,
resources, infrastructure, etc.) while overcoming threats such as cross-border externalities, value chain
gaps, or business insecurity. Several terminologies, such as capacity development, upgrading plans,
scaling-up strategies, business expansion models, innovation, or entrepreneurial culture refer to means
to achieving this higher output with a predefined level of staff, equipment, or infrastructure, and
therefore, increasing value, productivity, resilience, or competitivity (Bolger, 2000; MarketLinks, 2009;
Ponte and Ewert, 2009; Reddy and Vijayachandra Reddy, 2014; loannidou, 2021).

These strategies embody alternatives of ‘how to’ reduce the complexity of transforming the
knowledge acquisition into outcomes and, therefore, facilitate the change process (Otoo, Agapitova and
Behrens, 2009; Brinkerhoff and Morgan, 2010). A low capacity to adapt has been reported as a CBVC
void in the literature review (L68, L70, L79, L88, L111, L117, L118, L170, L180, L208, L211, L215),

giving rise to ways to ‘plan’ the change process, or rather, to promote proactive change management.

[2P] In CBRs, adaptation to change tends to be a common capacity for entrepreneurial
businesses, but more intuitive rather than planned: changing supply distributors, marketing channels, or
buyers are strategies to adapt to adversities by making use of the cross-border market externalities
(L180). Variations of context conditions (such as new regulation, new infrastructure, land degradation,
etc.) also affect the value chain, changing and giving rise to new actors and dynamics (L68). Thus,
diversification tends to be a reactive measure in front of the value chain pressures, where specialization
is an alternative business strategy to keep the business afloat (L180). To this is added the aversion or
little investment in productive upgrade due to a combination of lack of knowledge, capacities, financing,

and motivational factors (L79).

New businesses or infant industries, characterized by basic production processes or low
business capacity to handle workload (L170, L211), need more technical and financial investments to
upgrade themselves and ensure quality, production volume, or their own financial stability (L111). The

intersectionality of lagging conditions leads border producers and companies to live with business
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insecurity, risk of precariousness, and uncertainty about the future or direction of their businesses
(L180). Moreover, low levels of business planning capacities lead to a lack of long-term enterprise
perspectives (e.g., resource planning or technological improvement), contributing to unsustainable
business practices (e.g., monoculture farming, one-crop dependency, operations above carrying
capacity, etc.), and market irregularities (e.g., unmeasured risks, mispricing, market vulnerability, etc.)
(L88, L118, L208).

Fostering a more proactive change management also brings several challenges. In CBRs,
companies, producers, and even subnational and local governments tend to have weak information
systems, with a lack of data: farm conditions (location, quality of processes, etc.), technology foresight
(available technology, processing tools, etc.), market analysis (knowledge on economic trends,
investment opportunities, etc.), or public instruments (policies, legal schemes, etc.) (L208, L211). To
this must be added the lack of IT systems such as online knowledge platforms (L.208), sectoral statistics
databases (L68), or the Implementation of Geographical or Territorial Information Systems (GIS/TIS)
to monitoring land production, farm performance, logistic bottlenecks, etc. (L68) Finally, yet
importantly, the lack of Research & Development (R&D) systems due to the mismatch between
business needs and the limited technological development and innovation, makes difficult to challenge
problems like transport & logistics, energetic needs, and supply/demand stability (L211).

[3T] As mentioned earlier, several strategies for proactive change management have been
developed to be more competitive, stimulate growth not only in quantity but also quality, and improve
the business and productive capacities (L68, L79, L211). Although an extensive explanation goes
beyond this chapter scope, this section simplifies proactive change management in three interlinked

approaches: optimization (resource planning), planning (business expansion), and innovation.

Resource planning or the optimization of production is a useful strategy to forecasting and
allocating business resources and risk management. This is especially relevant for CBVCs facing
supply/demand uncertainties. The core element of this strategy is the efficient use of knowledge about
the dynamics, advantages, and disadvantages of the product’s value chain (ROI, capital requirements,
labor intensity, transportation modes, cash flow, main foreign markets, competitor products, etc.) (L88,
L117) and the product itself (L111, L158): e.g., the tea value chain demands knowledge about the local

tea economy, tea cultivation science, tea ecological environment or even the tea culture (L111).

Business planning can be useful for long-term productivity improvement, tech innovation, or
increase commercialization (L215), facilitating proactive change through expansion strategies such as
diversification, scaling up, or upstream/downstream expansion. Fragility of value chains can be tackled
by moving to other VCs or developing with new product lines (L117, L118, L180, L211): in the case
of the raw milk cheese production, bovine tuberculosis is a threat that can be reduced by engaging in

the pasteurized cheese production (L180). Scaling up value chains by ‘occupying” more profitable value
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chain nodes or increasing the value of products in current nodes by innovation (L70) is a good strategy
for targeting foreign markets as they weight differentiated or value-added products with better rates and
prices than commodities (generic product) (L211). In addition, developing upstream or downstream
production activities strives to achieving higher value in the same or other value chain (L117, L118) by
adding new value chains nodes that promote new jobs and more incomes (L70).

CBVCs in Latin American CBRs cannot be based only on industrial modernization but in a
comprehensive approach based on organizational, marketing, production, quality, and environmental-
based innovation (L208). Different technological levels throughout CBR also represents a potential
opportunity for technological upgrading (mostly from one side to the other), but also for collaborative
innovation and R&D schemes (L88, L211).

Research & Development is a key component for improving efficiency of productive systems,
developing new products or technologies, making more informed decisions, or even achieve a
competitive advantage to better positioning the products in foreign markets (L68, L79, L88, L211).
Examples could be found in the production of new varieties of agriproducts to make them more resistant,
different flavor, etc. Placed-based innovation embraces a holistic perspective of innovation, grouping
Social, cultural, institutional, and technological practices for improving business and productive
capacity (L170, L208) or generating value differentiation in unique/exclusive international markets
(L208, L211): e.g., transforming leftovers into new products, using less-energy consuming techniques,

or implementing new philosophies or business practices.

[4R] Proactive change management, as an uncertainty planning exercise, carries risks and
threats that should be considered. Therefore, understanding the real capacities of the CBR productive
system (especially from businesses, cooperatives, and producers) is a key step for making them more
competitive (L211) and productive with their current resources (L118). This could be assessed by
surveys or dialogue spaces (group dynamics, collaborative sessions) to compare skills, techniques,
practices (existing knowledge) and compare them with the business and productive needs (gaps in the
value chain nodes) (L117, L211, L215).

Governments can have an important role for strengthening a long-term perspective on
companies and creating an innovation environment in terms of knowledge management, regional
planning, and Cross-Border Cooperation. The development of GIS/TIS provides information to the
private sector so they can make more informed business decisions and promote better articulation of
the sector (L68). Regional planning — even better if it is coordinated with the pair across the border—
must include sectoral or industrial development strategies from a multidimensional approach: capacity
building, organizational development, R&D, risk management, infrastructure, etc. (L117, L208, L211).

In addition, specialized agencies can help in the elaboration of business and productive plans (L215).
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In relation to CBC, knowledge transfer allows exchanges between companies and producers to
leverage the business capacities in the region (L117, L118) encouraging join-production processes
(L117), promote upstream or downstream production (L118). CBC also can promote the replication of
successful business and productivity models in the region (L68, L117). Finally, yet importantly, change
management should take a gradual approach to scaling up (L111): governments should foster a business
environment for organic growth and endogenous development, where ideas such as local business
incubators can have a good impact towards building that setup and incorporating innovations in the
productive and social fabric (L68, L170, L208).

CV35: Low Associativity Capacity

[1M] The low levels of associativity capacity between producers (to shape producer association
or cooperatives) and between companies (to shape clusters) have been reported as a relevant CBVC
void (L68, L70, L117, L118, L208, L215). While the latter have been described previously, this section

focuses on producers and their associative configurations.

[2P] The long distances between producers, the little extension of their farmlands, and their
weak organization do not allow to build economies of scale, generating gaps in the value chain network
within the CBR and complicating the way of providing them with support services or connecting them
with upstream and downstream activities (L70, L117, L208). Low associativity capacity leads to more
disperse configuration of producers, with low economy of scale, limited access to good prices, supplies,

and markets, difficult access to technical & financial incentives, etc.

[3T] Formalization of producer groups into associations or cooperatives transform them into a
legal person, recognizable by public and private institutions. This allows them an easier access to
financial and technical incentives, formulate marketing strategies, access to foreign markets and sign
contracts or trade agreements (L70, L215). Stronger cooperatives improve those benefits and provide
producers with credits and services (e.g., technical training or quality, control) by themselves (L70,
L117), and can reduce the number of intermediaries in the value chain, generating more benefits for its

producers.

Producer associations and cooperatives facilitate cross-border articulation as clear leaderships
allow faster coordination and transactions (L215). As producer agglomerations, associations have better
access than individual producers to more specialized knowledge, equipment, or infrastructure, reducing
production and trade costs, and getting better prices and profitability (L68). In addition, depending on
each national legal framework, associations and/or cooperatives might have business characteristics,

allowing them to certify their process and products, and brand their production (L117).
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[4R] Increasing associativity starts by identifying small associations or potential ones (non-
formalized producer groups that are motivated for greater associativity) (L70, L215), implementing
methodologies and practices for horizontal articulation of smallholder producers (L68, L70) and
providing them with, at least, the minimal technical, legal, tributary, financial, and organizational
capacities (L70, L215). Thereby, producer organizations have a social component, where associates
have a governing system (e.g., board of directors, deliberation spaces, statutes, etc.) (Osterberg and
Nilsson, 2009), as well as business component, where they need technical, business, and market

knowledge to run the operations and provide services (Deller et al., 2009).

Replication of successful cooperative models from the CBR can be a good opportunity to
facilitate knowledge transfer. For example, in the Peru-Bolivia CBR, the CBVC project incorporated
training sessions from the Peruvian coffee cooperative to the Bolivian coffee association in topics such
as organizational and business model, allowing the latter to increase the number of members (L215).
Moreover, the presence of development partners and champions facilitate knowledge transfer and the
formalization process (L118, L215). However, increasing associativity requires addressing the

limitations of the national law on associations and cooperatives.

CV36: Difficulty in Knowledge Transfer

[1M] Other void that has been recorded and highlighted is the difficulty in knowledge transfer
(L68, L70, L88, L111, L117, L118, L158, L208, L211, L215). Although as other voids this could be
considered as a very standard problem for capacity building implementations, the cross-border context

bring other challenges to consider, but also benefits that can be achieved through cooperation.

[2P] In CBVC nprojects, multiple research institutions and public agencies carrying
technological transfer projects may not achieve positive outcomes, most of them due to the lack of
methodological and instrumental capacities for effective transference (L211). However, several factors
are behind this problem. First, the wide knowledge gap between knowledge generators (universities,
research centers, etc.) and target audience (producers, public officers, etc.) hinders transfer, as multiple
times both groups have different priorities to cover (L211). This is also influenced by motivational
issues, reflected in the low participation in workshops or seminars (L215) or not taking advantage of
the learned knowledge for their productive activities (L211). In addition, the lack of qualified personnel

to conduct the learning process is a limitation if they must visit the farmlands (L211).

In cross-border contexts, other factors such as language and cultural differences also represent
an obstacle for transferring knowledge and technology (L211). Moreover, legal constraints can increase

the transaction cost of cross-border knowledge transfer, making it more expensive or almost impossible,
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although there are successful potential development partners at the other side (L70). Thereby, limited
knowledge transfer leads to very low effectiveness of initiatives, from technical visits or installation of
new equipment to development projects or long-term productive programmes. This represents a waste
of resources, time, and funding while generating few positive outcomes, or even producing negative

ones — affecting the credibility of CBVC initiatives.

[3T] Knowledge transfer can support the reduction of connectedness voids related to a need for
improving capacities and skills by the provision of technical knowledge (e.g., learning about new
equipment, technologies, productive processes, certifications, etc.), financial knowledge (e.g.,
inventory books, sales books, sales receipts, etc.), legal knowledge or from other relevant fields that can
contribute to development (L215). Continuous learning programs are beneficial for knowledge transfer
and technical support provision, even more if they are tailored to local producers’ needs (L208) and
their seasonal production herewith learning in the moment that they need to do it (L215). In addition,
cross-border joint ventures, PPPs, and G2G partnerships bring the opportunity to explore knowledge
transfer and exchange across borders (L111, L117) while reducing the cost of accessing to those
technologies (L88).

Great potential exists on local and endogenous knowledge (L68) embedded in local business
styles and practices (L117), indigenous knowledge of productive activities (L88), ancient wisdom
(L215), native crops (L208, L215), local management styles (L215), or local customs in use of resources
(L208). Validating and learning from them allow to identify how local companies have answered to
common problems (L208), the differences between practices in similar realities (L215), effective ways

of how communities replicate their knowledge, and mechanisms for local innovation (L215).

Cross-Border knowledge transfer is not a new concept in CBVCs, but a core element that fosters
cross-border regionalism: In the Argentina-Bolivia CBR, facing the opportunities for knowledge
transfer in terms of genetic improvement and exchange of experiences, the camelids producers and
public officers established the ‘Binational Camelids Fairs’, a cross-border space to enhance the existing
dynamics (L158). Thus, cross-border knowledge transfer facilitates peer-to-peer cross-learning,

reducing learning curve while promoting cross-border articulation.

[4R] As public officers, professionals, and technicians should be the main responsible for the
local implementation of learning processes, special programmes should target their needs for building
capacities (L117). Mapping development partners can be beneficial to improve this process, especially
if those programmes involve institutions with previous successful experiences on knowledge transfer
(L211).

Examining knowledge transfer as an educational methodology for building capacities, it is
suggested to take a comprehensive approach for addressing the cognitive objectives (Bloom et al., 1956).

Thereby, the learning process should consider 1) the identification of the available knowledge (local
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and across borders), 2) comprehension of existing needs and installed capacities (prioritizing needs and
teaching & absorption capacities), 3) programme implementation (learning spaces and learn-by-doing),
4) analysis & evaluation (successful solutions in short and medium-term), and 5) the generation of new
knowledge (place-based innovation) (L117, L118, L211, L215). The transference of knowledge should
be accompanied by a correct process building rapport and learning approaches in the affective and
psychomotor domains, supported by tools coming from other educational or agile methodologies: e.g.,
Using mix learning spaces or methods such as seminars, workshops, technical visits, internships, or
personalized advise (L111, L215), shaping comprehensive technological packages with minimal needs
for producer’s adaptation (L211), or considering practices and social emotional facilitation strategies
for supporting communities (Fulton, 2021). In these operations, local knowledge and resources should
have a central role for deciding new approaches, as external technologies need to be adapted first to the

environmental and sociocultural conditions where the CBVC is embedded (L88, L215).

8. A Theoretical Framework for Connectedness Voids

The exploration of connectedness voids has led us to a deeper understanding of the constraints
and bottlenecks that cross-border value chains experience. However, apart from the thematical
classification of voids in Table 2.7, we have not yet proposed a model to interconnect them. To
transform the connectedness canvas from an analytical tool to a theoretical framework —that means, to
give an order to the existing elements within a system—, we precise to hypothesize the causal
relationships between the voids (McGinnis, 2011; Ostrom, 2011).

The list of 36 connectedness voids represents the possible existence of 1260 possible causal
relationships (without considering self-loops). How can we reduce the complexity while retaining the
internal relationships within voids? This section aims to propose a model to comprehend the voids based
on their causal relationships: what voids are more related to others, and how can we understand these
relationships within a theoretical model. To achieve this, we implement a qualitative approach on
qualitative data: first, to identify those causal relationships between the connectedness voids, and then

clustering the resultant causal network.

First, we start identifying the relationships between voids based on literature review following
the decision flow from Figure 2.7. We focus our analysis in finding patterns connecting each void
within the compositions and sixteen sources. Appendix 2 shows the extracts from the previous section
(quotes from the written compositions) that were used to justify the causal relationships. As the sources
were result of an intense SLR according to our research inquires, it was established that, if there were

not contradictions, at least one citation from the literature was enough to establish causality. This
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process is repeated 1260 times and results are inserted in a directed adjacency matrix of 36 variables
(A = (a;;)eR3®*3°). If we identify at least one causal relationship between voids (if X—Y=TRUE),
then we assign a binary number equivalent to 1 (then ay y = 1). The results are expressed in a directed
adjacency matrix (Table 2.8). that can be interpreted as a causal network or Causal Graph Model

(Figure 2.8) —we will discuss about them in Chapter 3.

Causality

.. Void N :
Decision Flow: °
. |

" Examine relationship ) Restart with

with next void < next void
8 (Void N+1) )

No Yes

Evaluate causality id you examine th
Void N - Void N+1 relationships?

No Causality
(Value = 0)

There is Causality
(Value=1)

Figure 2.7. Decision Flow to determine causal relationships between voids (Author’s
elaboration)

The second step involves clustering the previous results. Clustering methods are widely
implemented to identify meaningful subgroups within a dataset (Fraley, 1998). However, we should not
confuse ‘classification’ with ‘clustering’: while the role of the former is predictive (shaping groups to
then establish relationships between them, e.g., thematical classification such as our ten issues), the role
of the latter is descriptive (discovering categories based on assessment) (Rokach and Maimon, 2005).
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Thereby, the emergent model from a clustering analysis would keep academic rigor while simplifying
the complexity of the existing relationships.

The causal matrix (Table 2.8) is analyzed using the software R to identify how voids are
clustered according to their interrelationships (see code in Appendix 3). Testing several clustering
methods, we finally opted for the Ward’s minimum variance method as this one allows a better
qualitative interpretation of the relationships between voids and clusters (and the relationship between
them) better than the other methods'*. The resulting dendrogram (Figure 2.9) classifies the voids in
clusters and subclusters. Considering a cluster distance of 2 (hamed as Partition line in the Figure), we

can identify eight clusters (named from A to H).

At the same time, we can understand how these clusters related by reordering and compressing
the 36x36 matrix into an 8x8 matrix (Table 2.10). Based on the compressed matrix and the main groups
of the dendrogram, it is possible to understand the how the clusters are interrelated (Figure 2.9). Despite
most clusters have any kind of relationships, following the dendrogram agglomeration®®, Figure 2.11
integrates the previous results and interpreted them qualitatively in a theoretical framework that

represents the clusters of relationships between connectedness voids.

4 There is no unique method for clustering, each of them with their strengths and weaknesses, and depending on
the selected one, it can provide different subgroups (Zait and Messatfa, 1997).

5As shown in Table 2.9 and Figure 2.10, some relationships between clusters have more weight than others
considered in the dendrogram. For examples, voids in cluster D have more interconnections with cluster A (16
edges) than with cluster C (3 edges). However, as we applied a Ward’s minimum variance method (Murtagh and
Legendre, 2014), this agglomeration hierarchy prioritizes the minimum within-cluster variance in each clustering
step. Thus, C and D shapes a cluster as their distance to other clusters within the hierarchy is the minimum possible.
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Table 2.8. Directed Adjacency Matrix of Causal Relationships from the Theoretical Framework (Author’s Elaboration)
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*Nodes distributed in Yi-Fu Proportional configuration. Nodes are colored based on harmonic closeness centrality (+central to -central = red-yellow-blue scale)
Figure 2.8. Causal Graph Model of the Theoretical Framework (Author’s elaboration)
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Figure 2.9. Dendrogram (hierarchical clustering) of connectedness voids (Author’s elaboration)
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Table 2.9. Interrelationship between clusters of connectedness voids (Author ’s elaboration)

A/BICID E|F|G|H
Al20{8|0|8|1]|2]|9]|4] 52
B|15|22|1|9 |2 |7 (10| 4| 70
cj{1](1}(1|3|0|2|3|0]11
D|8|5|0|5|2|0|5)|3]| 28
E|2]|]0]|0]1]3]2|1]1]10
F|1/0|0|0|3|5|2]|5]16
G|8|9|1|7]|8]|3]|21|10]| 67
H|{ 3|4 |1|3|2|1]|2/ 11| 27

58 (49 | 4 |36 |21 |22 |53 |38 |281

*Clusters (vertices):

-A= CV01, CV02, CV03, CV04, CV05, CV06
-B= CV09, CV26, CV27, CV28, CV29, CV3l
-C=CV21,Ccv24

-D=CV30, CV32, CV34, CV36

-E=CV13, CV16, CV20

-F=CV15, CV22, CV23, CV25

-G=CV07, CV10, CV11, CV17,CV19, CV35
-H=CV08, CV12, CV14, CV18, CV33

** Total number of relationships: 281(100%)

-Clusters (main diagonal, self-loops): A=20(7.12%), B=22(7.83%), C=1(0.36%), D=5(1.78%), E=3(1.07%), F=5(1.78%), G=21(7.47%), H=11(3.91%) = 88(31.32%)
-To calculate the relationship between clusters, e.g., A&(B+C+D): as A->(B+C+D) = 16(5.69%) and A< (B+C+D) = 24(8.54%)

-Thus, sum of relationship between clusters: 193(68.68%)
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*Intensity/Weight of edges are in blue scale (+weight = +blue), and weight of nodes in red scale (+Weight = +red).
Figure 2.10. Interrelationship between clusters of connectedness voids (Author ’s elaboration)
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Figure 2.11. Theoretical Framework: Interrelationships of connectedness voids (Author’s elaboration)
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The theoretical framework (Figure 2.11) allows us to classify the connectedness voids in two
large groups and explore their relationships within the clusters and between them. The first group is
named as governance capability (A, B, C, D) and is composed by four clusters, most of them related

to human interrelations and their structures, codes, and values:

e (A) Organizational capacity: This subcluster contains voids (CV01, CV02, CV03, CV04,
CVO05, CV06) related to how actors related, articulate, and organize themselves and their

productive activities.

¢ (B+C+D) Articulation capacity: Composed by two subgroups, relates to the social, legal, and

intangible conditions to articulate between actors.

o (B) Institutional compatibility: Third-level cluster (CV09, CV26, CV27, CV28,
CV29, CV31) that considers the public capacities and limitations in terms of the

harmonization of their agencies, instruments, and related mechanism.

o | Social & (D) Intangibles: Third-level cluster that can be decomposed in other two
groups related to social components (Social: CV21, CV24), or sets of intangible
resources (Intangibles: CV30, CV32, CV34, CV36).

In terms of the second groups, we have the business capability (E, F, G, H) that is composed

by the other four clusters, most of them related to production and market factors:

e (E+F) Operation capacity: This second-level cluster related with two subgroups and can be

interpreted as the potential for quantity and quality of production.

o | Production potential: Third-level cluster (CV13, CV16, CV20) that can be

interpreted within an input-process-output scheme.

o (F) Area-based quality: Third-level cluster (CV15, CV22, CV23, CV25) related to

the contextual factors that determine quality (e.g., land, environment).

o (G+H) Support capacity: Second-level cluster that groups voids that can leverage production

by providing knowledge, funding, market strategies, economy of scale.

o (G) Resource-capture potential: Third-level cluster (CV07, CV10, CV11, CV17,
CV19, CVv35) oriented to the provision of technical/professional and financial

resources (it includes actors that provide them).

o (H) Market penetration: Third-level cluster (CV08, CV12, CV14, CV18, CV33) that
groups elements that serve to connect producers to the market (e.g., intermediaries,

market information, marketing channels, etc.).
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From our analysis, we can observe what clusters are more closely related between them. While
there are several interrelations between voids and or their clusters (Figure 2.8 and Figure 2.10), we
will focus on the relationships described in the dendrogram (Figure 2.9) and displayed them in Figure
2.11. Furthermore, although most of the shown clusters have bidirected causal relationships (edges
going from one cluster to the other and vice versa), we will focus on the predominant relationship to
interpret the theoretical framework. The most evident relationship is between the Governance capability
(A+B+C+D) cluster and the Business Capability (E+F+G+H) one, where we can observe more causal
relationships going from the former to the latter, implying that the governance-related voids have more
impact on business/production/market voids. This aligns with the initial proposal that cross-border
value chains are political-economic initiatives whose cross-border governance model over the value

chain processes can improve the articulation with new markets.

Analyzing the interrelationships within Governance capability, we observe that the components
of the social cluster | such as poverty, demographic decline, and gender inequity impact to the intangible
cluster (D) voids namely as lack of trust, joint identity, change capacity, or knowledge transfer. This
implies a minimum level of social development to improve capacities (e.g., involving youth and women
in trainings to increase knowledge transfer or innovation). Simultaneously, the cluster B related to
institutional compatibility or cross-border public-public articulation (how public institutions interrelate
through actors, laws, policies, or regulations) have an impact on those social & intangibles voids. These
joint cluster (B+C+D) named as Articulation capacity affects the Organization capacity (A) — a
relationship that make sense as the lack of mutual compatibility, commitment, or minimum conditions
have an impact in the foundations of any cross-border governance model (from the existence of previous

cross-border relationships to the formation of cross-border institutions).

On the other side, in the Business Capability group, we can observe two main subclusters. The
Support Capacity (G+H) reveals how cluster G components (voids related to what is the potential to
capture resources such as knowledge and funding) have an effect in their capacity to penetrate markets
(cluster H: reduce intermediaries, achieve better prices and markets, develop more bargaining power).
In addition, the improvement of quality-related voids (F), such as improving standards and production
processes, has an impact in the potential of production I, leading to higher volume and therefore, the
operative capacity (E+F) of the CBVC. Finally, the support components have an impact in the

operatives ones as the access to market and resources can increase quality and quantity of production.

This framework to understand the connectedness voids can lead us to understand the causal
relationships between voids, how they interrelate with the cross-border value chain (value chain
analysis), and how their dynamics are deployed in the cross-border territory (spatial analysis) are three
relevant steps that need to be taken to evaluate CBVCs. However, it is needed further validation based

on empirical data (this is conducted in Chapter 6).
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9. Discussion

The present Chapter has focused on building the body of knowledge of cross-border value
chains to develop an analytical framework that can initiate a discussion on how these spatial-economic
configurations promote connectedness in cross-border regions, that is, the articulation of value creation
processes between both sides of the borders, and their linkage with external markets by embedding their
products into international trade flows. Due to the lack of a unified and well-connected literature on
cross-border value chains, this chapter has intended to fill this gap by conducting a Systematic Literature

Review.

As starting point, the main theoretical claims were developed —the Ontology of Scale, Neo-
Institutional Theory, New Institutional Economics, and Cross-Border Governance Theory—, to build
from there the main concepts that support the idea of CBVCs —Value Chain Approach, Cross-Border
Territorial Development, and Institutional VVoids Approach. The theoretical and conceptual framework
represented the research compass to carry out the eight-step SLR. This methodological approach aimed
to develop four inquires: the definition of a CBVC, its relevance, the mechanisms behind it, and the

institutional voids that avoid its development.

The Systematic Literature Review cast sixteen sources related to CBVCs, between academic
articles, methodological guides, policy recommendations, consultancy reports or project proposals.
However, as Table 2.5 showed, most of them were case studies (with flaws such as considering
subregional level, few details on the cross-border nature, or no clarity of the main bottlenecks) and only
one source with a theoretical approach (oriented to the design of CBVCs but does not map the potential
bottlenecks). Thereby, our SLR reveals that, although the idea of cross-border value chains exists in
several regions in the world with similar problems (Table 2.6), there is a lack of theoretical and
methodological tools to integrate the value chain approach with cross-border territorial development.
The present Chapter links both approaches by incorporating the concept of institutional voids, implying
that filling these gaps is possible to articulate production with development across borders. Thus, our
theoretical framework represents a comprehensive approach to cross-border value chains that identifies
their definition & purpose, operating mechanisms, connectedness voids, and causal relationships that
prevent initiatives to be successful, allowing not only to study CBVCs, but support their design, and

predict the outcomes of those interventions.

The cross-evaluation of sources gave some insights about the CBVCs. As a spatial-economic
configuration for developing cross-border regions, a CBVC can be considered as a localized

phenomenon in Latin American and South Asian contexts, to develop lagging CBRs based on the
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productive articulation of primary sector and basic manufacture. Thereby, a CBVC approach becomes
a spatial-political development tool that builds on existing productive and trade flows across borders.
However, initiatives to formalize them is more a recent trend that have been explored in the last two
decades (as an alternative to other more ‘developed’ spatial-economic strategies such as clusters), but
with few achieved projects — and even less project evaluations— in both regions. While this explanation
emerges from the selected sources, new literature reviews and qualitative research are recommended to

discuss these hypotheses.

Based on the Systematic Literature Review, a Cross-Border Value Chain can be defined as a
concatenation of activities in which each of them adds value to a product, and whose value creation is
carried out partially or totally throughout the cross-border region. As it demands the participation of
governments due to the international nature of borders, a CBVC becomes a political-economic initiative
with local social impact, where cross-border participants work together towards a common or
complementary productive development goal. The SLR also revealed that CBVCs are relevant because
they represent a path for multi-scalar regional integration, insert products in the global economy, foster
cross-border sustainable development, generate value (create and capture), promote peace, and serve as
innovation labs. Those goals are achieved by benefiting from border proximity and complementarity,
generating economy of scale, promoting area-based development, building cross-border governance,
replacing negative spillovers, and fostering cross-cutting and leapfrogging strategies. More research is
required to know if current CBVCs have achieved to develop these mechanisms and fulfill those

objectives.

The last outcome from the SLR was the Connectedness Canvas or list of 36
institutional/connectedness voids in cross-border value chains (summary in Appendix 4). This research
has widely explained the concepts of the voids, the problems that they generate, the unlocked
potentialities of their solutions, and the opportunities and risks behind them. Based on the writing-as-
analysis technique, some learnings can be clarified to understand more the voids. Linking to our
theoretical and conceptual framework, the connectedness voids represent the lack of institutions — or
factors that affect institutions— that can foster the capabilities and fulfillment of people, communities,
and places. Filling these voids would lead to the construction of those capacity-building institutions and

therefore, a sustainable or long-term approach to local development in cross-border regions.

Identifying the connectedness voids was a good exercise to distinguish facts (e.g., high
transaction cost) from the problems that generate them (e.qg., irregular supply, lack of intermediaries) to
bring a better comprehension of the complexity of the Pandora’s box of development. In the same way,
other more complex problems (e.g., strong GVC governance, regional oligopolies) does not imply to

create new void categories, but to understand their impact on each void and they are amplified (e.g.,
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oligopolies generate stress on demand and price dynamics, replace cooperation with competition, limit
the access to logistic or manufacture services, etc.).

It is needed to highlight that many voids might not be issues that only affect cross-border
regions: While some voids are clearly related to CBRs (e.g., informality of cross-border economies,
illegal flows, etc.), some issues such as the lack of association capacity, gender equity, or technical
knowledge can be found in these areas as much as in any other rural or lagging area of the world.
However, the opportunities that cross-border regions bring to the table make a difference in how to
answer those problems (e.g., copying cooperative structures or women associations from one side to

another, cross-border learning, etc.).

This chapter does not only described the problematic of each void, but also their possible
solutions. First, this research helped to address that the lack of a believed ‘solution’ (e.g., local
knowledge, innovation) is not a problem, but what exactly is behind this solution (e.g., local knowledge
facilitates the trial-and-error of knowledge transfer, innovation increases the pace and capacity to
change) is the real target that needs to be ensured. In addition, solving one void will not generate so
much impact as it is interconnected with others (e.g., improving product quality but still selling the
products to middlemen). Fortunately, one solution can tackle several voids at the same time (e.qg., strong
cooperatives can increase scale of supply and demand, provide financial incentives, attract more
partners, etc.). This interconnection between the connectedness voids forces us to think ‘outside the box’
and start thinking about comprehensive alternatives that integrate solutions into more cohesive

responses with a multistakeholder-interdisciplinary approach.

As an analytical framework, this canvas strives to provide flexibility in assessing cross-border
value chains, as each varies depending on its context, product, history, etc. Thus, practitioners and
scholars can adapt the list of connectedness voids to their own situations. As a theoretical framework,
it sheds light about the possible relationships between the voids based on quantitative analysis (network
clustering) of qualitative data (causal relationships based on literature review). However, some
questions are still to be answered: are these all the possible relationships? Are they correct? Do they
reflect the cross-border reality? Thus, further research should be oriented to determine the validation of

the proposed framework (conducted in Chapter 6).

This proposed theoretical model can also be useful to assess solution proposals and therefore,
support their design process. New productive articulation initiatives to promoting economic
development in cross-border regions should consider that developing local capacities is a medium- and
long-term process. Thereby, beyond the spatial allocation of the investments, how they are executed
has a great weight in determining the outcomes. Finally, one question is left: Where is the value within
the borders? The value of the borders is always in ‘the other side’, in the act of crossing, cooperating,

and unraveling the potentialities within them.
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Chapter 3 Methodology
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Chapter 3. Methodology

1. Methodological Framework

This chapter introduces and details the selected methodologies to conduct our research. As
explained in Chapter 1, we conduct the analysis at two levels: macro-level and micro-level
(Table 3.1). The methodologies to analyze macroregions are oriented to explore how they have
behaved in terms of developing mechanisms for cross-border integration & development. It
starts with a statistical analysis (Chapter 4) to classify these mechanisms and select the most
relevant cases: the CAN and MERCOSUR. T