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The 2" Unbundling

»The 2" unbundling, i.e., international division of labor in terms of production processes
and tasks, has developed since the 1980s.
»The 2" unbundling in the manufacturing sector is most advanced in East Asia.

2013/03/22 Source: Baldwin.



The 1stand the 2" unbundling
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“trade-investment-services nexus”

BayA 1) Two-way flows of goods, ideas, technology,
capital, and technicians.
2) Investment and application of technical,
BayC managerial and market know-how abroad.

Bay B

,013/904rce: The original is in Baldwin (2011), slightly modified by the author.
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Industrial Agglomeration in Bangkok
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— AN%7~0VGDP (US K/ - 4 H)
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2020 (HEFHE)

F—=A KT VT
T R—V
TN RA
ER:N
—a—Y—7 2 F
i [ ]
<l =7
7 A
ok 601 946 3,235 8,671
AV RRTT 1,056 804 2,247 6,859
74 UEY 1,059 977 1,847 6,675
NS A 284 396 1,041 3,800
AR 350 411 960 3,584
B RYT 303 287 754 2,336
7% A 370 303 852 1,948
Sy rv— 125 191 529 1172
JERET VT 2,847 2,660 4,277 8,579
H T : Fujimoto, Hara, and Kimura (2010).
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Domestic employment

Employment 1998-2002 2002-2006 2007-2009
Average Average Average
Share of  growth Share of  growth Share of  growth
firms rates at Aggregate firms rates at Aggregate firms rates at Aggregate
increasing the firm change increasing  the firm change increasing the firm change
The type of firms level level level
(b) Manufacturing firms
No entry in East Asia 32% 37% -128,527 51% 52% 60913 41% -0.5% -3,500
Expansion in East Asia (i+ii) 33% -42% -160,084 64% 12.6% 116,235 52% 2.8% -9,579
- (i) Expansion in East Asia 29% -8.1%  -142,988 62% 10.1% 99,970 53% 2.5% -10,996
- (ii) Expansion in East Asia (with 1st FDI) 38% 0.2% -17,096 67% 16.1% 16,265 50% 3.3% 1,417
Steady in East Asia 25% -93%  -69,561 54% 45% 13861 43% -1.4% -1,773
Shrinkage in East Asia (i + ii) 25%  -10.1% -113,890 50% 14%  -40,715 40% -3.9% -5,576
- (i) Shrinkage in East Asia 23% -102%  -104,182 48% 2.2% -35,154 42% -2.9% -2.487
- (ii) Shrinkage in East Asia (withdrawal) 29% -9.7% -9,708 52% 0.7% -5,561 33% -6.5% -3,089
Total 32% -43% -472,062 53% 6.0% 150,294 42% 0.6%  -20428
(d) Manufacturing SMEs
No entry in East Asia 33% -2.7% -38,565 52% 60% 40,767 39% -0.7% -8233
Expansion in East Asia (i+ii) 45% 2.1% 344 67% 169% 12,769 43% 1.3% 425
- (i) Expansion in East Asia 46% 0.5% -92 63% 12.5% 4461 40% -0.9% -117
- (i1) Expansion in East Asia (with 1st FDI) 44% 2.7% 436 70% 19.6% 8,308 45% 3.0% 542
Steady in East Asia 30% -7.2% -5,588 58% 5.8% 3,060 38% -2.1% -3380
Shrinkage in East Asia (i + i) 32% -2.2% -1512 55% 5.2% 820 34% -5.2% -1762
- (i) Shrinkage in East Asia 28%  -10.9% -665 56% 13.6% 899 36% -3.7% -792
- (i) Shrinkage in East Asia (withdrawal) 34% -5.7% -847 54% 0.9% -79 32% -6.7% -970
Total 34% -2.6%  -44,586 54% 6.7% 57416 39% -09%  -12,950

Source: Ando and Kimura (2012b).
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Domestic employment
L

M ) ) )
d. .employment d.employment d..employment d.employment
Independent variables [logit] [OLS] [logit] [logit]
Manufacturing firms Machinery firms
Period: GFC
Expansion in East Asia (0.284 *#* 0.036 *#* 0.291 ** 0.036 **
Steady in East Asia -0.015 -0.006 -0.019 0.000
Shrinkage in East Asia -0.263 ** -0.033 *** -0.384 ** -0.039 **
Period: 1998-2002
Expansion in East Asia 0.344 ik 0.043 0.221 * 0.028 *
Steady in East Asia -0.088 -0.015 -0.028 -0.009
Shrinkage in East Asia 0.034 0.005 0.131 0.032
Period: 2002-2006
Expansion in East Asia 0.574 0.066 *** 0.596 *** 0.038 **
Steady in East Asia 0.049 -0.004 -0.048 -0.027
Shrinkage in East Asia 0.096 -0.008 0.063 -0.017

Source: Ando and Kimura (2012b).



Table 10 Production networking in East Asia and domestic operations for 2007-2009: manufacturing firms
(excerpted, coefficients for dummies of globalizing patterns only)

Dependent variable

. (1) g 2) g 3) g )
HQ serivices: HQ serivices: Mfg activities Mfg activities
absolute size relative size absolute size relative size
Independent variables [logit] [OLS] [logit] [OLS]
1998-2002
Expansion in East Asia 0.230 #*** -0.004 0.230 *** -0.008
Steady in East Asia 0.093 0.006 0.118 0.014 **
Shrinkage in East Asia -0.093 -0.006 0.054 -0.006
2002-2006
Expansion in East Asia (0.334 % 0.000 0.220 *** 0014 **
Steady in East Asia 0.001 -0.004 0014 -0.003
Shrinkage in East Asia -0.110 -0.003 -0.065 0.004
2007-2009
Expansion in East Asia 0.174 * 0.006 * 0.002 0014 *
Steady in East Asia -0.004 -0.004 ** 0.017 -0.002
Shrinkage in East Asia 0.027 0.008 ** -0.313 *** -0.014

Data source: Authors' calculation, based on METI database.

Notes: figures in parenthesis are standard deviation. *** indicates that the results are statistically significant at the 1 percent

level, ** at the 5 percent level, and * at the 10 percent level. Regressions are as follows:

(1) dependent variable: 1 if a firm increases in the number of domestic employment engaged in the sector of HQ serivces and 0 otherwise
(2) dependent variable: a change in the ratio of employment engaged in the sector of HQ services in total employment.

(3) dependent variable: 1 if a firm increases in the number of domestic employment engaged in manufacturing activities and 0 otherwise.

2013/03/22  Source: Ando and Kimura (2012b).
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Figure | Japanese exports by region
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Figure 2 The total number of exported products (tallied by partner country), indexed to January 2007=1
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OECD Economic Surveys: Japan — OECD April 2011

Title: Figure 3.5. International comparison of Producer Support Estimate for agriculture
Subtitle: Per cent of gross farm receipts
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1. For Mexico, 198688 is replaced by 1991-93.

2. Austria, Czech Republic, Finland, Hungary, Poland, the Slovak Republic and Sweden are included in the OECD total for both time periods and in the EU for 2007-09.
The OECD total does not include the non—OECD EU member states.

3. EU12 for 1986—88 and EU27 for 2007-09.

Source: Ofgfé%% Agricultural Policies in OECD Countries 2010: At a Glance. 22
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73 ASEAN+1 FTAsDH 5 B H{LE (HS8~ 1047188 B IN—X)

ASEAN=8%F ASEAN=th ?Sf,%?;qv;ili ASEAN=/>K ASEAN=HZXK 1 fr:ﬁ} IS:{A#;B%AJ\;:

AT 23

SUHR—IL 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

TIL3A 97.9% 97.8% 98.5% 82.6% 96.4% 94.6% 97.7%

IL—L7F 93.5% 93.7% 95.5% 79.6% 92.1% 90.9% 93.7%

24 93.7% 88.3% 98.8% 74.3% 96.9% 90.4% 94.4%

ARRTT 90.3% 89.0% 93.4% 50.4% 88.7% 82.4% 90.4%

T4VEY 97.7% 86.5% 94.8% 75.8% 96.0% 90.2% 93.8%

NhFL 84.3% na 90.9% 69.7% 84.7% 82.4% 86.6%

hoRTOT 85.5% 86.7% 86.2% 84.1% 76.0% 83.7% 83.6%

57t R 85.4% 96.4% 90.7% 77.5% 84.2% 86.8% 89.2%

SyUv— 87.5% 86.9% 86.1% 73.6% 79.4% 82.7% 85.0%

g2E 92.2%

FE 94.6%

A—=ZAS)7 100.0%

—a—U—5UK 100.0%

4K 74.3%

=P:N 86.2%

Ey " 916% | 920% | 94.6% " 765% | 89.1%

SE:ASEAN=FE FTADAR R LOEFIZ{EONLGEIN D=, -, ASEAN=FE FTADZI v I—DHFI(LHSO1-HSO8MRZEL TS,
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