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The Chairman, John Bruton, welcomed the members1 to the 10th meeting. This time their 
brainstorming would focus on the necessity of building resilient global value chains (GVCs) against 
a background of increasing international trade disruption and the invasion of Ukraine by Russia. 
The working method aims at an ‘open innovation’ approach between governments, business and 
academia, to inject innovative policy ideas into the EU system. It results from an initiative in the 
Competitiveness Council.2 
 
 

RECOMMENDATIONS 
 
Following this brainstorming, the High Level Group (HLG) on Trade Policy Innovation proposes the 
following recommendations:  
 

• The HLG recommends to keep value chains open and global. Diversity of supply sources is 
critical. Reshoring is rarely the solution to the vulnerabilities of global value chains. 
Evidence shows that localised supply chains are more exposed to shocks than the current, 
highly efficient international organisation of production. 
 

• The HLG recommends to take proper account of evolving sanctions policy in respect of the 
invasion of Ukraine. 
 

• Companies themselves are in the best position to develop risk management and resilience 
strategies to improve the security of supply chains. Responsible Business Conduct (RBC), 
which is linked to GVC resilience, should be put at the core of business operations. 

 

• EU and national governments should refrain from dictating risk management and resilience 
strategies. However, the EU and national governments, in coordination with companies, 
have an important role in several areas, including: 
 

 

1 Members participate in their personal capacity. All recommendations for action and all ideas for further consideration have not always 

been agreed on by all members, but advice is based on a very wide consensus. The final version is written under responsibility of the 
chairman and the executive director 
2 Competitiveness Council, 5-6 December 2011, Presidency Note.  
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o Reduce the asymmetry of information in complex GVCs, e.g. with the promotion 

of digital technologies and knowledge sharing platforms; this can be done by using 

existing schemes, such as VAT and customs information, and Eurostat. 

 

o Foster foresight analysis: both the EU and member states should promote 

foresight analysis via think tanks, both institutional and private; transversal 

thinking (e.g. from economics to geopolitics) should be encouraged;  

 

o Conduct stress tests for GVCs aimed at calibrating stockpiles and buffer stocks of 

essential goods 

 

o Avoid concentration and bottlenecks in supply. The spotlight is now on energy 

where diversification of supply and speeding up of energy savings (eg. through use 

of digital technologies) and transition to self-produced green energies is vital. 

 

• The HLG sees innovation as an essential element in the building of resilience supply chains; 
the EU and member states should promote and reward innovation without overly 
interfering in the innovation policies of companies. 
 

• The HLG recommends to investigate the inflationary effects caused by disruptions, and to 
explore if and how sourcing strategies, based on a ‘just-in-case’ approach or  positioning 
of  logistical capacity of companies in view of economic recovery can be helpful to reduce 
them.   
 

• The EU should continue its free trade agenda: governments need to open up markets 
beyond China and Russia towards Asia, Africa, Latin-America, Australia, New Zealand, etc.; 
at the same time, the EU should maintain its commitment to multilateralism and the WTO 
system, while continuing to promote EU rules and standards internationally – also at the 
environmental level 

 

• The HLG strongly recommends to stimulate the regional dimension of supply chains; in 

particular cooperation with Africa has a large potential and could give the intended 

partnership much substance, thereby creating jobs in Africa and reducing migratory 

pressures. 
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Summary of discussions 

 
I. Efficiency and risk in global value chains 
 

Members heard a presentation by prof. Davide Castellani (Henley Business School) who provided 
an analysis on how to improve the resilience of current GVCs. 
 
While highly geographically dispersed and specialised GVCs boost production efficiency, they also 
heighten the risks that global production may be brought to a halt in case of a disrupting event. 
 
The disruption to international trade and production brought by the COVID-19 have laid bare some 
vulnerabilities of GVCs. These disruptions are becoming more frequent, such as the pandemic or 
the invasion of Ukraine by Russia. 
 
This, however, does not change the main thesis and empirical evidence: the organisation of 
production around GVCs allows an increased efficiency in production, due to the high degree of 
specialisation of each actor in the value chain. The question is how to improve stability and 
resilience to shocks in GVCs while still capturing these efficiency gains stemming from 
specialization.  
 
 
 

II. The vulnerability of highly localised supply chains  
 

Some assert that re-nationalising GVCs could reduce dependencies on foreign suppliers and thus 
improve the crisis resilience of the domestic economy. However, the evidence suggests the 
opposite.  
 
The simulated effect of reshoring is GDP losses and more variability in GDP, hence more exposure 
to shocks. The localised regime offers generally less flexibility for adjustment in the face of shocks. 
Reshoring means greater reliance on own production, which limits the scope for cushioning shocks, 
particularly those that may originate domestically. On the contrary, international trade helps 
smooth shocks to supply of globally consumed products. 
 
At the micro-economic level, it is possible to effectively reshore a specific, crucial element of the 
supply chain. This may be positive for the resilience of a given supply chain. This can be the case of 
an essential raw material or a crucial industry segment  
 
That said, a specific vulnerability can also be overcome or mitigated through innovation and not 
necessarily through state intervention.  
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III. The role of companies in the resilience of global value chains 
 

Resilience in GVCs can be achieved with specific firm strategies. The first step is the classification 
and assessment of the likelihood of different risks and their potential impact. This could be a joint 
public-private undertaking under the guidance of DG Trade. 
 
Second, firms need to design specific risk management strategies, such as: diversification of supply 
options, avoidance, postponement or speculation, hedging, control, risk sharing and enhanced 
security. Governments should consider if and how they can incentivise this. 
 
To design the right strategy, information is key. This can be achieved by improving transparency in 
the value chain, that is acquiring sufficient information on who the suppliers – and the suppliers of 
suppliers – are all along the value chain, as well as assessing inventories for critical inputs. 
 
Sourcing strategies are needed, including increased inventories (from ‘just-in-time’ to ‘just-in-
case’), variety and redundancy of suppliers and proximity to suppliers. In the context of supplier 
diversification, firms may consider looking nearshoring alternatives. 

 

 

IV. The role of policy in the resilience of global value chains 
 

National and supra-national governments can play an important role in developing risk 
management and resilience strategies.  
 
Governments can work with the firms to address potential concentration and bottlenecks 
upstream in supply chains. This can de done by reducing the asymmetry of information in complex 
GVCs, through collecting and sharing information. 
 
Consumers will need to accept that increasingly transparent supply chains are also more expensive; 
hence, at the consumer level, expectations will need to be managed when faced with higher prices.  
 
Governments should create a regulatory environment which is not a source of additional risk. At 
the border, governments can introduce regulations to enable flexible responses to disruptions. By 
promoting the adoption of digital technologies government can improve information systems and 
facilitate trade flows. 
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