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Technology, spatial distribution of resources and 

paradigm shift of economics have been driving economic 

integration since 1800s.  
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Part 1: First Unbundling Revolution 

(i.e. The Industrial Revolution) 
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Source : https://www.forbes.com/sites/goncalodevasconcelos/2015/03/04/the-third-industrial-revolution-internet-energy-and-a-
new-financial-system/2/#7ec16dd7167e Page 6 
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Source: Baldwin (2011)  
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Part 1: First Unbundling Revolution 



Source: https://www.oldbookillustrations.com/illustrations/watt-steam-engine/ 
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Part 1: First Unbundling Revolution 



Part 2: Unbundling Revolution 

Part 1: First Unbundling Revolution 
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Source: Gravity model based estimates of trade costs (Jacks, Meissner, Novy 2011).  
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Source: Gravity model based estimates of trade costs (Jacks, Meissner, Novy 2011).  
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Part 2: Second Unbundling 

Revolution 



Page 21 

Part 2: Second Unbundling Revolution 

Source: Baldwin (2011)  
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Source: Baldwin (2011)  
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Source: Baldwin (2011)  
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Part 2: Second Unbundling Revolution 

Source: Baldwin (2011)  
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Part 2: Second Unbundling Revolution 

Source: Baldwin (2011)  

Page 27 



Global Value Chain (GVC) 

Source: Baldwin (2011)  
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• Linden  (2009), Xing and Detert (2010) , Dedrick (2010), Linden (2011) 
have analyzed the value chain of producing iPod and iPhone : 

Country Components Manufacturers Costs

Chinese Taipei Touch screen, camera Largan Precision, Wintek 20.75$    

Germany
Baseband, power 

management, transceiver
Dialog, Infineon 16.08$    

Korea
Applications processor, 

display, DRAM memory 
LG, Samsung 80.05$    

United States

Audio codec, connectivity, 

GPS, memory, touchscreen 

controller

Broadcom, Cirrus Logic, 

Intel, Skyworks, Texas 

Instruments, TriQuint

22.88$    

Other Other Misc. 47.75$    

Total 187.51$  

Source: Xing and Detert (2010) 

Global Value Chain (GVC) 
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Global Value Chain (GVC) 
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INTERMEDIATE IMPORTS RATIO (INTERMEDIATE IMPORTS TO OUTPUT) 

EXPORT DEPENDENCY (EXPORT OF GOODS AND SERVICES / GDP) 

Source: Baldwin (2011)  Page 33 



Smiling Curve and Value Added 

Source: Baldwin (2011)  
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Smiling Curve and Value Added 

Source: Baldwin (2011)  
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Smiling Curve and Value Added 

Source: Baldwin (2011)  
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Cross-Country Comparison 

Source: IMF staff calculations. 

* t=0 is defined as the year when the GDP per capita for a particular country reached 3000 
U.S. dollars in PPP terms. Page 37 



Source: Suehiro (2014),  Studies on Emerging Asian Economies: Beyond the Catch-up Industrialization, Iwanami Publisher, p.128 (in 

Japanese). Up-dating the figure of per capita GNI in 2012. 
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