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Figure Typical sequence in international production networking

Decision of
international Establishment
production of a foreign Reach full
networking affiliate operation
) Preparation period for FDI Expanding operation
FOrelgn (typically 2-3 years) (typically 2-3 years)
’L,f = A4 > time
Domestic Domestic adjustments on
inputs (K, H, L)
domestic establishments
domestic affiliates
exp./imp. patterns
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Source: Ando and Kimura (2012).
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Source: Ando and Kimura (2012).
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Table 3 Changes in domestic operations in the period 1998-2002 and 2002-2006 by the type of firms, based on the two-year-balanced panel data

1998-2002 2002-2006 1998-2002 2002-2006 1998-2002 2002-2006
Domestic employment Domestic establishments Domestic affiliates
Share of Average Share of Average Share of Share of Share of Share of

ToW TOW
firms rgales af Aggregate  firms ;gates o Aggregate  firms  Aggregate  firms  Aggregate fims Aggregate  firms  Aggregate
increasin change  increasin change  increasin change  increasin change  increasin change increasin change

the firm the firm
The type of firms g level 8 level 8 g g g
(a) Manufacturing firms
No entry in East Asia 2% -37% -128527 51 52% 60913 19% 393 20% 299 11% -064 8% -235
12/06/29 13

Source: Ando and Kimura (2012).
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Source: Ando and Kimura (2012).
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0.028) (0.004) (0.033) 0.047) (0.001) (0.001)
Foreign sales ratio 0.137 -0.031 -0.693 ** -0.259 -0.054 -0.004
O.242) (0.035) (0.286) (0.330) (0.006) (0.011)
In-house R&D ratio 2.845 F= 0.635 F*x=* 1.112 2.081 0.110 -0.014
(1.262) (0.183) (1.394) (1.658) (0.032) (0.060)
Advertisement ratio -0.534 0.000 4.147 HHEx 4.163 ** -0.057 -0.016
(1.479) O.221) (1.553) (1.733) 0.040) (0.070)
Foreign capital ratio 0.004 0O .000 -0.004 -0.004 0.000 0.001 *F*=*
(0.002) (O0.000) (0.003) 0.004) (O.000) (0.000)
Industry dummies Yes Yes Yes Yes Yes Yes
Log likelihocod -4857 -3874 -2549
Adj R2 0.030 0.023 0.024
Number of observations 7281 7281 7281 7263 7003 6731
IData s : Authors' calculation, based on METI database.
Notlg” S able 6. 15

Source: Ando and Kimura (2012).



0©.178) 0.020) O.237)> O.323) 0.006) (V.010)>
In-house R&D ratio 1.193 -0.024 0.360 0.337 0.076 HFH* 0.090 **

(0.904) (0.097) (1.138) (1.542) (0.030) (0.051)
Advertisement ratio 1.061 -0.149 3. 411 =% 4. 491 F* -0.049 0.035

1 .440)> (0.159) (1.651) (2.050) 0.048)> (0.083)
Foreign capital ratio -(0.002) 0 .000 O.000 0.004 0.000 0.000

(0.002) (O .000) (0.003) (0.003) (O0.000) (0 .000)
Industry dummies Yes Yes Yes Yes Yes Yes
Log likelihood -6278 -3821.6 -2431.2
Adj R2 0.0216 0.0145 0.0071
Number of observations 9509 9509 9509 9509 9509 0436

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 employments and O otherwise
(2) dependent variable: growth rate of the number of domestic employment
(3) dependent variable: 1 if a firm increases reduce the number of domestic establishments and O otherwise
(4) dependent variable: 1 if a firm increases the number of domestic affiliates and O otherwise
(5) dependent variable: a change in the ratio of expoprts to East Asia in total sales
(6)1(2%86 nt variable: a change in the atia of imp rll'<=;., from Ea(zﬁsi?)n total purchases 16
.
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Source: Ando and Kimura (2012).
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