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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.
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Transformation of international commerce
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> Two-dimensional fragmentation: An illustration
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Source: Kimura and Ando (2005).
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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
Foreign ( (typically 2-3 years) (typically 2-3 years)
% - > time
Domestic Domestic adjustments on
inputs (K, H, L)
domestic establishments
domestic affiliates
exp./imp. patterns
00 Source: Ando and Kimura (2012). o
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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 20022006 1998-2002 2002-2006
Domestic employment Domestic establishments Domestic affiliates
Share of Average Share of Avcr:llgc Share of Share of Share of Share of
- growth growth -
firms oy Agregae firms pitesgr egregite  firms - Aggregate firms  Aggregate firms Aggregate  firms  Aggregate
increasin the fim change  increasin the firm change  increasin change  increasin change increasin change increasin change
The type of firms g level g level g g § &
(a) Manufacturing firms
No entry in East Asia %  31% 128527 51%  52% 60913 19% 393 20% 299 1% 664 8% -135
12/06/29 . 13
Source: Ando and Kimura (2012).
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Source: Ando and Kimura (2012).
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3. Decomposition Analysis: GFC (cont’d)
. Recovery: symmetric to “faII”
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o Figure 6 Decomposition of export changes in the 2011 earthquake disaster (USS)
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All products Machinery parts Machinery final 40
40+ HSET final
-50
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E=Ekit effect Entry effect CQ&P effect —®—Total (previous month) ~O~Total (previous year) 0
Data: see Table 6.
Note: Q&P effect is the sum of quantity effect, price effect, and unidentified effect.
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