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Assessment : The volume of papers deals with a topic of great importance to understanding
the process of integration in East Asia, namely, production fragmentation and intra—industry
trade. This topic is only beginning to be recognized by western economists and volume will
contribute to a small but growing body of literature on the subject written in English. In this
light the volume is a timely project.

Based on original field work, the volume sheds useful insights into the pace and nature of
fragmentation of production process in key manufacturing industries, the roles of multinational
corporations (MNCs) and local suppliers and selected policy issues(e.g. trade liberalization and
transport costs.) The case studies of China and hard disc industry are particularly insightful.
Likewise the MIRAGE modeling work, which incorporates developments on the standard GTAP
model, provides some interesting outcomes.

The volume would be of interest to an academic and policy audience and could be improved
for publication through extensive editorial work as well as considering the comments given
below.

Overall comments : The volume is an excellent collection of chapters that are largely
empirically focused. But the conceptual framework, even including that in Chapter 2 ,is too
brief. Some strengthening of the theoretical framework would be quite useful.

Sometimes the titles of several chapters convey unclear messages as to the real substance of
the chapters. They should be made simpler and more precise.

Specific Comments : Introduction, pl: De facto and de jure economic integration should be
defined.

Introduction: The available data on non —tariff barriers from the UNCTAD Trains database
could be presented to support the argument that these are being used as a means of protection
in East Asia.

Chapter 2: The underlying arguments about fragmentation and its dynamic nature could be



better explained by expanding the simple framework given figure 1 from Kimura and Ando
(2005) and making reference to other related perspectives—e.g. the neo—technology theories of
Ponser/Vernon, neo-Schumpeterian trade/technology theories, the national/ regional
innovations systems approach etc.

Chapter 3: The latest year covered in the chapter is 1995. It would be useful to provide
additional date to assess the extent of intra—industry trade in parts, components, semi—finished
products and finished products be examining other type of trade data.

Chapter 4: It is hard to understand the content of the chapter from the chapter title, which
needs to be modified. The chapter really deals with the sequential development of
manufacturing sectors in East Asia, starting from Japan, followed be NIEs, and they by
middle-income ASEAN and China. The word “catching—up cycles” is equally hard to
understand. Why not use the word like “flying geese” or “sequential development”?

Chapter 5: The treatment of China’s selective trade policy is too brief. The chapter should
expand, provide more detail on instruments used, sequencing with measures to attract FDI and
impact of selective policies on trade and investment performance. Also it should assess
benefits and costs of such policies.

Chapter 6: Perhaps the determinants of local sourcing patterns and cluster development
should be qualified. According to John Dunning and other influential analysts of MNC behavior,
business strategies of MNCs are probably the main driver of these patterns. These are in turn
influenced be global distribution of resources, markets, suppliers and logistics. Incentives for
EDI per se only matter on the margin in MNC locational decision—making.

Chapter 7: The chapter titles included the word “comparison” but the chapter should very
briefly explain what are compared. The chapter sub—title suggests that East Asian economies
are discriminating against each other relative to their trade with non—East Asian economies.
But this phenomenon is not wide—spread.

Chapter 8: Whilst the MIRAGE model seems better than standard GTAP model and
database (v6.0), due to incorporation of oligopoly, FDI and more comprehensive trade barriers
(MAcMaps), some discussions of its limitations and the need for careful interpretation of the
CGE results would be useful particularly for policy makers. Furthermore, some comparison of
the results of the liberalization scenario with key CGE studies on East Asian integration (e.g.
Scollay and Glibert) is needed.

Chapter 8: Japan and China gaining the most are broadly in line with the findings of
previous CGE studies using different assumptions and involving different liberalization

scenarios. Perhaps, the text could also refer to the development of different types of



manufacturing capability in the two countries(high tech in Japan and medium tech in China) and
be better linked to the fragmentation argument made elsewhere in the book.

Chapter 8: If resources permit; two other scenarios should be simulated—(a) economy-wide
liberalization including the agriculture sector in the present liberalization scenario and (b) a

less geographically ambitious scenario (e.g.just ASEAN or ASEAN+3)
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