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Summary

The Trajectory of Production Fragmentation
and its Transition:
The Effectiveness and Limitation of Rents Policy

Focusing on the role of rents, this paper examines the changing
process of the transaction mode of fragmentation and explains the
trajectory of fragmentation formed by the process from a long term
perspective. There are little studies about the connection between
fragmentation and rents.

The main conclusion this paper draws is as follows. In East Asian
countries from the 1960s to the 1980s, the transaction mode of
fragmentation changed with certain regularity. Moreover, in each
phase which the transaction mode of fragmentation changed, rents
given to both firms in export processing zones and local firms played
important roles.

From the 1990s onward, economic integration within East Asia
has been developing in both real and institutional aspects, and then
regionalism in East Asia has been rising. Hence, diversification and
activation of offshore outsourcing occurred, and therefore the
trajectory of fragmentation changed greatly. Moreover, the rise of
regionalism in East Asia has stopped local governments from
controlling economic activities of foreign affiliates in the conventional
way. Local governments used to selectively give rents to foreign
affiliates and require foreign affiliates to perform some economic
activities as duty. Such control is no more applicable after the rise of
regionalism in East Asia.



