Trade and Investment for Tomorrow:
Promoting Asia-Pacific Regional Integration

ARTNeT RESEARCH WORKSHOP

10-12 December 2013
Macao, China

"By olution of Machinery Production
" Networks in East Asia:
Linkage of North America and Europe

Mitsuyo Ando
(Ke1o University, Japan)



1. Introduction

e 2" unbundling or int’l division of labor at prod.
processes/tasks (Baldwin, 2011)

2 Geo. distance and the quality of logistics links

e Global value chains, value added trade

— Right timing of procurement, subtle coordination among PBs, other
SL costs, with tight information and ICT connectivity and reliable

logistics connectivity

=2 3 centers of machinery prod. networks: E. Asia, North
America, and WE-CEE

e Change in the extent and depth of prod. networks within E.
Asia parti. after the GFC

=2 Expanding connectivity of production bet. E.Asia

and North America / Europe

e The increasing dominance of E. Asia for their production

— Advanced industrial agglomeration on the developing
Dec 112013 countries’ side with short-distance arm’s length transactioas



.Prod. networks in E. Asia: trade value

@ Significance of machinery trade with active back-and-
forth transactions of P&C

% Figure 1: Machinery trade in East Asia: shares in total exports/imports
(early 1990s and 2010)
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Data: Ando (2006) and Ando and Kimura (2013).



v From right to left (early 1990s, 1995, 2010)
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Figure 2 Machinery goods and machinery parts and components: shares in total exports and imports in the early 1990s
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Almost no decline at the annual level after GFC: resiliency
ncreasing importance as the market for final products

Table 2: Intra-regional trade of East Asia 9: value and share

Exports Imports
Destination/origin 2007 2008 2009 2010 2011 2007 2008 2009 2010 2011
(b) Machinery parts and components
Value (nominal): 2007=1
‘World 1.00 1.06 0.94 1.19 1.31 1.00 1.05 0.91 1.19 1.27
EastAsial5 1.00 1.04 0.95 1.19 1.30 1.00 1.04 0.90 1.22 1.28
Share: World=100
World 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
EastAsial5s 63.9 62 .4 65.1 64.0 63.5 69.9 69 .3 69 .3 71.3 70.7
China 20.9 20.9 23.6 22.0 22.8 14.2 15.1 15.3 15.1 15.7
CLMV 0.7 0.9 1.1 1.1 1.3 0.3 04 04 0.5 0.6
ASEAN4 10.5 10.3 9.7 9.8 93 12.5 11.7 11.1 11.9 11.2
ASEANS 11.1 11.1 10.6 10.8 10.5 12.8 12.1 11.5 124 11.8
ASEANI10 15.7 15.1 14.8 15.0 14.1 17.2 16.7 16 .4 17.1 16 .4
NIEs4 26.2 24.7 25.6 26.3 252 28.2 27.0 27.9 28.7 28.2
Japan 5.7 5.6 5.1 4.8 4.8 14.7 15.1 14.6 15.1 15.0
(c) Machinery final products
Value (nominal): 2007=1
‘World 1.00 1.11 091 1.16 1.29 1.00 1.11 0.99 1.28 1.54
EastAsial5 1.00 1.12 0.99 1.32 1.52 1.00 1.12 0.97 1.29 1.51
Share: World=100
‘World 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
EastAsial5s 304 30.6 33.3 34.7 35.8 58.7 59.0 57.2 59.0 57.8
China 6.2 6.2 6.6 7.4 7.5 234 23.1 24 .5 253 25.5
CLMV 0.9 1.1 1.3 1.3 1.5 0.3 1.3 0.5 0.5 0.7
ASEAN4 4.6 50 5.1 55 5.7 9.9 10.2 99 10.0 9.1
ASEANS 52 5.8 6.1 6.4 6.7 10.2 10.6 10.4 10.5 9.7
ASEANI10 84 9.1 99 9.6 10.2 13.3 14.5 13.8 13.2 12.6
NIEs4 14.6 14.3 15.6 15.8 16.2 114 10.7 104 10.0 10.6
Japan 4.2 4.1 4.7 4.7 4.8 13.6 13.7 11.8 13.2 12.0

Data: Ando (2013).



within the region: CN, CLMV (mainly VN)

Table 2: Intra-regional trade of East Asia 9: value and share

possible change in the composition of trading P&C

Exports Imports
Destination/origin 2007 2008 2009 2010 2011 2007 2008 2009 2010 2011
(b) Machinery parts and components
Value (nominal): 2007=1
World 1.00 1.06 0.94 1.19 1.31 1.00 1.05 091 1.19 1.27
EastAsial5 1.00 1.04 0.95 1.19 1.30 1.00 1.04 0.90 1.22 1.28
Share: World=100
World 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
EastAsial5s 63.9 62 .4 65.1 64.0 63.5 69.9 69.3 69.3 71.3 70.7
China 20.9 20.9 23.6 22.0 22.8 14.2 15.1 15.3 15.1 15.7
CLMV 0.7 0.9 1.1 1.1 1.3 03 04 04 0.5 0.6
ASEAN4 10.5 10.3 9.7 9.8 93 12.5 11.7 11.1 11.9 11.2
ASEANS 11.1 11.1 10.6 10.8 10.5 12.8 12.1 11.5 124 11.8
ASEANI10 15.7 15.1 14.8 15.0 14.1 17.2 16.7 16.4 17.1 16 .4
NIEs4 26.2 24.7 25.6 26.3 25.2 28.2 27.0 27.9 28.7 28.2
Japan 5.7 5.6 5.1 4.8 4.8 14.7 15.1 14.6 15.1 15.0
(c) Machinery final products
Value (nominal): 2007=1
World 1.00 1.11 091 1.16 1.29 1.00 1.11 0.99 1.28 1.54
EastAsial5s 1.00 1.12 0.99 1.32 1.52 1.00 1.12 0.97 1.29 1.51
Share: World=100
World 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
EastAsial5s 304 30.6 33.3 34.7 35.8 58.7 59.0 57.2 59.0 57.8
China 6.2 6.2 6.6 7.4 7.5 234 23.1 24.5 253 25.5
CLMV 0.9 1.1 1.3 1.3 1.5 03 1.3 0.5 0.5 0.7
ASEAN4 4.6 5.0 5.1 5.5 5.7 9.9 10.2 9.9 10.0 9.1
ASEANS 52 5.8 6.1 64 6.7 10.2 10.6 104 10.5 9.7
ASEANI10 84 9.1 9.9 9.6 10.2 13.3 14.5 13.8 13.2 12.6
NIEs4 14.6 143 15.6 15.8 16.2 114 10.7 104 10.0 10.6
Japan 4.2 4.1 4.7 4.7 4.8 13.6 13.7 11.8 13.2 12.0

Data: Ando (2013).




od. networks in E. Asia: extensive margins

@ # of products exported to the world | , but # of
exported product-country pairs within the region T

=> New trade relationships within the region!

Figure 4: The number of products traded with the world for East Asia 9
(2007=1) Figure 5: The number of exported/imported product-country paris
1.04 for intra-regional trade: East Asian 9 (2007=1)
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Note: the number of products traded with the world is at HS 6 digit level, regardless of partner countries. ~ Note: intra-regional trading partners are East Asia 15.
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2. Brod. networks in E. Asia: extensive margins

¢ CLMV(mainly Vietnam): rapidly becoming to be
connected to both EX&IM of other E. Asian countries

2 Note: partly due to small # in 2007/

% CN: becoming more important supplier of
machinery final products using P&C imported
from the region, parti. ASEAN

& Strengthening connections bet. VN and CN and
bet. VN and ASEAN4, with new transactions

@ Korea: becoming more active in the networks

=> Expanding prod. networks with changes in
their shape

10



. Bxpanding connectivity of production

@ Trade in machinery P&C within a region in general

% A new phenomenon: prod. linkage of E. Asia with prod.
networks in N. America and EU

2 IM from E.Asia to MEX T :from 10% in 1991 to close to 60%
in 2011 for electronic P&C (Ando and Kimura, 2013, to be published)
e US FDI in E. Asia, and JPN and KOR FDI in MEX
e E.Asia share for IM to US: about 50%
e MEX: bridge to strengthen the link with US and E.Asia

=2 IM from E.Asia to CEE 1 : from 10% in 1995 to 45% in 2011
for electronic P&C (Ando and Kimura, 2013, JEI)

* 60% for Poland!
e EU FDI in E. Asia, and JPN and KOR FDI in CEE
* CEE: bridge to connect WE and E.Asia

=>Extensive margins and gravity model estimations also
confirm the increasing dominance of E. Asia for their
production, reflecting industrial characteristics! 11
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Table A.1 The rankings of importing partners and their shares in trade with the world by each North American country
ii) Machinery parts and components

All machinery sectors

Electric machinery sector

Transport equipment sector

UsS Mexico Canada US Mexico Canada US Mexico Canada
Name % Name % Name % Name % Name % Name % Name % Name % Name %
Year: 1991
1 JPN 288 USA 640 USA 739 JPN 275 USA 553 USA 645 JPN 323 USA 682 USA 823
2 CAN 169 DEU 6.9 JPN 7.0 MEX 149 SWE 110 speciat 11.0 CAN 314 DEU 79 JPN 6.1
3  MEX 89 JPN 6.1  Special 33 CAN 11.7 JPN 8.0 JPN 6.7 MEX 75 Asia 46 MEX 42
4 DEU 72 SWE 39 MEX 29 KOR 69 DEU 6.5 DEU 3.7 GBR 49 GBR 4.1 DEU 1.5
5 GBR 53 FRA 38 DEU 2.9 Asia 6.5 FRA 35 MEX 26 FRA 47 JPN 3.6 GBR 14
6 Asia 50 ITA 23 GBR 2.0 MYS 55 CAN 20 Asia 1.6 ITA 40 FRA 29 KOR 09
7 FRA 47 GBR 2.1 FRA 13 SGP 5.1 Asia 1.7 KOR 14 DEU 377 CAN 22 FRA 0.9
8 SGP 32 CAN 1.7 Asia 1.0 DEU 44 ITA 1.7 FRA 1.3 Asia 2.1 BRA 1.6 ITA 0.5
9 KOR 32 BRA 1.6 KOR 09 PHL 2.6 BRA 1.7 GBR 1.3 ESP 1.6 ESP 1.5 SWE 0.5
10 ITA 2.3 Asia 1.5 ITA 0.8 GBR 24 GBR 14 HKG 09 BRA 1.2 IND 14  Asia 04
11 MYS 21 ESP 12 SWE 07 HKG 19 ESP 12 MYS 0.8 KOR 09 ITA 08 AUT 03
12 BRA 1.2 CHE 09 HKG 04 THA 1.8 NLD 1.1 SWE 07 ISL 09 ARG 0.6 speciaa 0.3
13 HKG 12 NLD 06 AUT 03 FRA 1.3 PRK 1.0 SGP 0.6 AUS 0.7 NLD 0.1 NLD 0.2
14 SWE 1.1 PRK 0.5 NLD 0.3 ISL 09 CHE 0.7 CHE 0.5 SWE 0.6 BEL 0.1 BRA 0.1
15 PHL 1.0 HKG 04 SGP 0.3 CHN 09 HKG 0.7 PHL 04 NLD 04 SGP 0.1 ESP 0.1
16 CHE 1.0 BEL 04 CHE 03 SWE 0.8 BEL 0.5 NLD 04 CHE 04 PRK 0.1 BEL 0.1
17 ISL 09 ARG 0.3 CHN 0.2 ITA 0.7 SGP 04 ITA 03 BEL 04 HKG 00 IRL 0.1
18 THA 09 IND 02 MYS 02 CHE 0.6 PRT 03 CHN 03 CHN 04 CHN 00 CHE 0.0
19 CHN 08 SGP 02 BRA 02 IRL 04 KOR 02 ESP 0.3 HUN 0.3 IDN 00 SGP 0.0
20 NLD 0.7 DNK 02 ESP 0.2 NLD 04 MYS 0.2 BEL 0.1 SGP 0.3 VEN 00 VEN 00
Year: 2011

1 CHN 184 USA 379 USA 565 CHN 215 CHN 258 USA 418 MEX 223 USA 616 USA 692
2 MEX 161 CHN 20.8 CHN 8.5 MEX 188 USA 254 CHN 140 JPN 175 JPN 11.1 JPN 74
3 JPN 13.1 JPN 84 MEX 74 JPN 95 KOR 130 MEX 10.8 CAN 166 DEU 68 MEX 74
4 CAN 92 KOR 78 JPN 55 MYS 64 JPN 7.1 Asia 4.8 CHN 111 CHN 49 CHN 46
5 DEU 74 DEU 47 DEU 33 Asia 6.1 MYS 64 KOR 44 DEU 7.1 CAN 46 GBR 29
6 KOR 44 MYS 33 GBR 30 CRI 59 Asia 49 JPN 3.8 KOR 57 KOR 22 DEU 1.6
7  Asia 3.7 Asia 29 KOR 22 KOR 50 CRI 43 DEU 3.1 GBR 2.8 BRA 1.9 KOR 1.2
8 GBR 30 CRI 2.1 Asia 19 DEU 44 DEU 24  MYS 24 Asia 27 ITA 1.0 Asia 1.0
9 FRA 29 CAN 19 ITA 13 CAN 39 PHL 20 PHL 2.3 FRA 2.5 IND 0.8 FRA 0.8
10 MYS 29 BRA 1.2 FRA 1.2 PHL 2.6 THA 1.6 THA 1.5 ITA 2.2 Asia 08 ITA 0.6
11 ITA 22 THA 1.2 MYS 0.8 SGP 2.1 CAN 0.8 SGP 14 IND 1.3 FRA 0.7 IND 0.2
12 CRI 20 PHL 1.1 PHL 0.6 THA 1.5 SGP 0.8 FRA 1.1 BRA 0.8 ESP 0.7 POL 0.2
13 SGP 1.7 1ITA 09 POL 0.6 GBR 1.3 FRA 0.5 GBR 0.8 AUS 07 SWE 06 ESP 02
14 IND 1.0 FRA 0.7 THA 0.6 FRA 1.1 IND 04 SWE 06 ESP 05 THA 03 AUT 0.1
15 THA 1.0 SGP 0.5 SWE 0.5 ITA 1.0 SWE 04 CRI 05 NLD 0.5 POL 0.2 BRA 0.1
16 PHL 1.0 ESP 0.5 SGP 0.5 IND 0.7 1ITA 03 ITA 0.5 AUT 05 AUT 02 CZE 0.1
17 AUT 09 IND 0.5 IND 03 ISL 0.7 IDN 0.3 IND 04 BEL 05 CZE 0.2 BEL 0.1
18 BRA 0.8 GBR 04 CHE 03 CHE 06 ESP 0.3 CHE 03 TUR 04 TUR 02 AUS 0.1
19 CHE 0.8 SWE 04 NLD 0.3 IDN 0.6 CHE 03 ISL 0.267 ISL 04 GBR 0.2 NLD 0.1
Dec 24 23 07 CHE 03 AUT 03 AUT 04 CZE 03 IDN 0264 CZE 04 ARG 01 RUS 0.

13



Major results

Jyendix for N. America: gravity model

¢ Reduction in SL costs and/or strengthening competitiveness of

E. Asia in the electric machinery

1991 2011 1991 2011
All Elec Trans All Elec Trans All Elec Trans All Elec Trans
Parts and components Final products
DTy TR @ TH e ™ T® _TO ") I T
Dist 089 #* 084 #1027 B 041 = 022 077 0 LI 034 -[25 ¢ )58 *F 040 094
GDPpeiy (b)) 121 *** 123 ¢ 146 *¢ (73 e (50 * 093 wx [ 34 *ex 125 *x [9] * [0 *¢ (95 ¢ ]9 #x
GDPpeiy (i<p) 112 *** 098 **¢ 141 *  []0 ** 086 ** 132 = [12 *% |1 *% [ 37 *% [0 ¢ 35 ¢ ]9 #x
GDPpcij 0.18 044 * 023 0.04 0.10 0.15 0.15 0.63 *** (2 021 0.70 ** 40.16
GDPpcij 025 * (52 * (30 * 0.05 0.08 0.18 020 ** 070 *** (.12 0.19 061 ** .19
Cons. -3796 844 ke S)AT e 664 B 1650 ¢ 3853 kR AD44 RRE RS RRE Q1SS RRE 419 RRE4TRY R 3580 e
Ty o AUV e O LU )
Dist’USA 087 #0710 & 143 ¥ 079 &= 073 114 = 0093 003  -I58 # 093 * [0 -136 **
Dist*MEX 090 ** 111 ** .86 ** 042 #* 39 * 059 *** 43 *=* .82 *** (7 {.18 004 03
Dist*CAN 081 *#* 94 #x ()7 #0%  fT *#x )2 #* (82 #+% 45 #0050 ** 021 * 036 * 030 057 **
Dec 11 2013 14



yendix for N. America: gravity model (cont ’d)

¢ Getting stronger link of N. America with East Asia, parti. MEX
=2 Electric machinery > transport equipment
= Pars for MEX: became significant with larger coef. than US/CAN

1991 2011 1991 2011
All Elec Trans All Elec Trans All Elec Trans All Elec Trans
Parts and components Final Products
0 ") "3 " @ "5 ) 40 6) " 9) a0 Tan Ty
Dist R IR A R N (T W (ST (K I R B T IV R (N IR R
GDPi 096 *** (098 *** 114 *** (68 *k*k (48 *+* (85 **x 102 ** [02 *** [35 Fkx 00 *** (093 FEx ] ]3 Rk
GDPj 096 **#* (770 *#* 129 *xx (87 Fkx (57 #k 11T ¥k (84 ¥k ()5 kEx 107 k(095 wEE (9] *rE ()04 Fxx
GDPpcij (i>j) 0.05 0.29 0.13 0.09 0.16 0.18 0.09 046 029 * 0.23 0.71 *** (.14
GDPpcij (i<j) 0.06 0.28 0.13 0.11 0.17 0.21 0.06 049 0.26 021 * 0.65 ***-0.17
E.Asia 151 #** 232 *¥%¥ (27 #%% ] A3 #&% 999 *kkk ()R3 ** 221 *kk )R wkk )6 x¥xx ] 64 *rk )36 *** ()RS
Cons. 2363 *k (1842 ¥k 3779 *kx o _]569 kR _] 90 30,64 ek D027 Rk D3] RRE 334D ek 2678 kD716 Rk 2734
F () F(2) F(3) F 4 F(5) F(6) (7 F (3 "9 F10)  fan o Faz)
Dist LI RRR L33 kR 139 RRx () Q] REER_[]T O RRR Q9 RRx 116 FR¥ _[23 R _JA5 ¥Rk [ 12 ¥R _]S5] RRF_][]6 FHE
GDPi 083 *** (75 *** 113 *** (70 ** (054 ** (084 **+ (093 **k ()76 *** 54 Fkx [03 *xx 00 FF* 1|7 FH*
GDPj 095 *** (.68 *** 129 **¥* ()87 *k*k (57 *kk ] 16 **x (83 **k ()74 *xx ]2 Fx (095 *x¥x (9] *F* (96 F**
GDPpcij (i>j) 0.05 0.25 0.14 0.12 0.25 0.18 0.09 043 0.27 0.24 0.79 *** (.14
GDPpcij (i<j) 0.04 0.26 0.14 0.12 022 0.21 0.07 045 022 021 * 0.68 ***-0.18
E.Asia*USA 174 *%* 261 *¥* [28 *k* 139 *kk )90 **x ()85 * 232 *xx 305 kR (8] *k 162 k234 **x ()79
E.Asia*MEX -044 * (.12 -1.15 *** 219 #%% 3A] **% 0§ ** 077 ** 1.10 *** 0.60 221 *#kk 386 *+* 102
E.Asia*CAN 101 *#* 132 *%% [56 *** (056 * 102 ** 0.56 206 *%* 223 *+kx 393 xxx 144 **x () *xx 122 **

Cons. -1943 *#+* -11.09 3746 k11626 ¥k 345 3018 R L1735 o -16.12 4023 Fxx 2752 kR OQRT6  FRx Q8RBT HE*



Appendix for N. America: gravity model(cont ’d)

¢ Strong link of N. America with East Asia for both extensive and
intensive margins in electric machinery

=1 Parts for MEX: became significant for both

=2 Different natures for electric machinery and transport

equipment: intensive only for transport equipment

Parts and compoennts Final products
1991 2011 1991 2011
Extensive Intensive Extensive Intensive Extensive Intensive Extensive Intensive

Electric machinery sectors

E.Asia 042 ** 248 *** 021 ***% 248 *** 0.62 *** 204 *** 028 *** Q36 *k*

E.Asia*USA 043 N 021 ** 240 *** 0.54 3.18 *** 022 * Q37 ®F*

E.Asia*MEX  0.22 027 0.15 ** 380 *** 057 *** 144 *** 024 *** 365 *k*

E.Asia*CAN 056 * 1.57 *** 029 #*** 121 ** 0.78 ** 240 *** 040 ***k 191 Hkx*
Transport equipment sectors

E.Asia 0.12 1.32 *** 0.04 091 *=x* -0.02 196 *** 005 1.10 **

E.Asia*USA  0.09 142 *** 0.00 095 ** 0.16 185 *F 027 1.11 **

E.Asia*MEX 0.01 -1.07 *#F 006 1.18 ** 0.11 0.23 -0.10 1.12

E.Asia*CAN  0.26 143 *%* 0.18 * 0.53 0.04 256 **x 027 ** 103 *



Rapid growth in # of product-country pairs for machinery
trade of CEE with E.Asia
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=> Possible shift of production from WE to E.Asia and develop. of
industrial clusters in CEE after their EU accession for P&C
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any E. Asian countries within the top 20, parti. in electric machinery sector

Table 3 The rankings of CEES's trade partners and shares in trade with the world

All machinery sectors Electric machinery sector Transport equipment sector

Total Parts Final Total Parts Final Total Parts Final
Name Y% Name % Name Yo Name Y% Name Y% Name Yo Name Yo Name Y% Name %
Year: 1995
1 DEU 33.1 DEU 36.5 DEU 30.5 DEU 32.5 DEU 38.2 DEU 22.0 DEU 31.6 DEU 33.9 DEU 304
2 ITA 9.5 ITA 2.0 ITA 9.8 AUT 7.0 AUT 7.7 JPN 7.9 ITA 9.5 ITA 13.0 FRA 104
3 AUT 6.2 AUT 6.9 USA 6.5 GBR 6.1 GBR 6.1 FRA 6.5 FRA 8.9 CZE 7.8 ITA 7.8
4 USA 59 USA 5.1 FRA 5.8 USA 5.8 USA 55 USA 6.3 CZE 57 SVK 7.1 ESP 6.9
5 FRA 54 FRA 4.7 AUT 5.6 FRA 57 FRA 52 GBR 6.0 ESP 50 SWE 7.1 KOR 6.8
6 GBR 4.9 GBR 4.6 GBR 5.1 ITA 4.6 ITA 4.3 AUT 58 JPN 50 FRA 6.1 JPN 6.6
7 JPN 3.9 CZE 3.9 JPN 5.0 JPN 43 KOR 3.7 ITA 52 KOR 4.6 AUT 3.8 CZE 4.6
8 CZE 2.9 SVK 2.9 KOR 2.7 KOR 34 NLD 3.1 FIN 4.6 AUT 4.1 GBR 2.6 AUT 4.3
9 SWE 2.7 SWE 2.7 NLD 2.6 NLD 2.9 CZE 2.3 SWE 3.2 SWE 3.8 JPN 1.8 GBR 3.7
10 NLD 2.6 NLD 2.4 CHE 2.6 FIN 2.5 JPN 2.3 KOR 2.9 SVK 3.6 HUN 1.8 BGD 2.9
11 CHE 24 JPN 24 SWE 2.6 SWE 2.5 SWE 2.0 SVK 2.8 GBR 33 POL 1.7 RUS 22
12 SVK 2.3 CHE 2.1 CZE 2.1 CHE 2.1 BGD 2.0 CHE 2.6 BGD 2.5 USA 1.7 SWE 2.2
13 KOR 2.3 BGD 1.7 ESP 2.1 CZE 2.1 CHE 1.8 NLD 2.5 NLD 1.8 BGD 1.6 NLD 2.1
14 BGD 1.7 KOR 1.7 SVK 1.9 SVK 2.0 SVK 1.6 CHN 2.4 RUS 1.7 ESP 1.4 SVK 1.9
15 ESP 1.7 ESP 1.1 BGD 1.7 BGD 1.9 HKG 1.5 BGD 1.7 USA 1.5 NLD 1.1 USA 1.4
16 FIN 1.3 POL 1.1 DNK 1.5 HKG 1.5 FIN 1.4 CZE 1.6 HUN 0.8 RUS 0.7 CHE 0.7
17 DNK 1.2 FIN 1.1 FIN 14 CHN 1.2 POL 1.0 MYS 1.6 POL 0.8 DNK 0.6 BLR 03
18 RUS 0.7 DNK 0.9 RUS 0.8 ESP 1.2 ESP 1.0 ESP 1.5 CHE 0.6 BLR 0.5 HUN 03
19 SGP 0.7 HKG 0.8 SGP 0.8 SGP 1.1 SGP 0.9 HKG 1.5 BLR 04 CHE 04 FIN 03
20 POL 0.7 HUN 0.8 CHN 0.8 POL 0.8 CHN 0.6 SGP 1.4 DNK 0.3 UKR 04 POL 0.3
Year: 2010
1 DEU 24 .2 DEU 26.9 DEU 20.2 CHN 22.3 CHN 20.5 CHN 263 DEU 353 DEU 42 .3 DEU 28 .4
2 CHN 15.1 CHN 14.0 CHN 16.8 DEU 17.6 DEU 20.2 DEU 11.9 FRA 7.3 FRA 7.7 FRA 7.0
3 KOR 8.0 KOR 11.2 ITA 4.8 KOR 11.1 KOR 13.7 HUN 7.2 CZE 59 CZE 64 CZE 54
4 ITA 4.8 ITA 4.9 FRA 3.7 HUN 4.2 NLD 50 KOR 5.1 ITA 55 ITA 6.0 ITA 5.0
5 FRA 3.9 JPN 4.5 USA 3.7 NLD 4.2 JPN 4.0 SVK 4.0 ESP 4.2 KOR 55 ESP 4.9
6 JPN 3.8 FRA 4.1 NLD 3.5 JPN 3.7 HUN 2.9 POL 3.4 KOR 33 POL 3.7 USA 4.1
7 NLD 34 NLD 34 HUN 3.5 ITA 2.6 ITA 2.7 JPN 3.0 JPN 32 ESP 3.6 NLD 3.5
8 HUN 2.9 AUT 2.6 CZE 3.2 AUT 2.3 FRA 24 CZE 2.6 SVK 2.6 JPN 3.0 BEL 33
9 CZE 2.8 CZE 2.5 KOR 3.1 FRA 2.1 AUT 24 ITA 2.5 USA 2.5 AUT 2.7 JPN 33
10 USA 2.7 HUN 2.5 JPN 2.9 GBR 2.1 GBR 2.2 NLD 24 AUT 24 SVK 2.5 GBR 3.1
11 AUT 2.5 POL 2.2, SVK 2.7 SVK 2.0 CZE 1.7 USA 2.1 GBR 2.4 CHN 2.0 TUR 3.1
12 GBR 2.3 GBR 2.2 GBR 24 POL 2.0 THA 1.7 AUT 2.0 TUR 24 HUN 2.0 NOR 2.8
13 POL 2.1 USA 2.1 AUT 24 CZE 2.0 MYS 1.6 GBR 1.9 POL 23 TUR 1.6 SVK 2.6
14 SVK 2.0 SVK 1.5 ESP 2.1 USA 1.5 HKG 1.5 ROM 1.6 BEL 2.1 GBR 1.6 AUT 2.0
15 ESP 1.7 ESP 1.5 POL 2.0 MYS 1.5 POL 1.4 FRA 1.5 NLD 2.1 BEL 0.9 HUN 1.9
16 TUR 1.1 THA 1.0 SGP 1.6 HKG 1.5 USA 1.3 HKG 1.5 HUN 2.0 USA 0.8 LBR 1.9
17 BEL 1.1 MYS 1.0 BEL 1.5 THA 1.5 ROM 1.2 MYS 1.4 NOR 1.4 SWE 0.8 SWE 1.7
18 SGP 1.1 TUR 0.9 TUR 1.5 ROM 1.4 SVK 1.2 FIN 1.4 CHN 1.3 ROM 0.7 SGP 1.5
19 THA 1.1 ROM 0.9 THA 1.2 SWE 0.8 SGP 0.8 IND 1.1 SWE 1.3 PRT 0.6 BHS 1.4
20 MYS 1.0 BEL 0.9 SWE 1.2 ESP 0.8 SWE 0.8 UKR 1.1 LBR 1.0 NLD 0.6 CAN 1.3
Data: Ando and Kimura (2013).

Note

: CEES are Czech, Hungary, Poland, Romania, and Slovakia.



4. Summary and policy implications

rod. networks 1n E.Asia

=2 Resiliency

=2 Increasing importance as the market for final products
2 Changing shape in terms of extent and depth

% Expanding connectivity of production
=2 The reduction in SL costs
=2 The strengthening competitiveness of prod. networks in East
Asia in machinery sectors, parti. electric machinery
* The increasing dominance of E. Asia as an industrial base
e FDI activities in both directions

e The further evolution of prod. sharing in the US-MEX

— Various measures promoting activities of MNEs in MEX such as the
Maquiladora, PROSEC, and NAFTA

e The development of industrial clustering among CEE countries
and a shift from the simple WE-CEE nexus to more regional
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4. Summary and policy implications

& Require a new international policy environment beyond
simple tariff removal

=2 The reduction in SL costs

e Transport costs: not only monetary transport cost but also
time cost and the reliability of logistics links 1s crucial

e The removal of NTBs, trade facilitation including customs
clearance, logistics and related services liberalization,
physical and institutional logistics infrastructure
development, and others

e Coordination costs; the convergence or harmonization of
economic institutions is also important
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4-8ummary and policy implications (cont’d)

¢ Improve location advantages and business environment to
invite prod. blocks

=z Services and investment liberalization, provision of economic
infrastructure services such as electricity supply, reform in government
procurement, the improvement of intellectual property right protection
and competition policy

& Use of FTAs

=2 Tariff removal
e User-friendly ROOs and lower compliance cost
e Nature of industrial characteristics

=2 Flexibility in the range of policy modes for better business
environment

e NTBs, services liberalization, investment liberalization,
government procurement, intellectual property right protection,
competition policy, environment, labor, and even economic

cooperation
Dec 11 2013 22





