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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.bbc.com/news/world-asia-55657257 Page 6



• Archaeologists have discovered the world's oldest known animal cave 
painting in Indonesia - a wild pig - believed to be drawn 45,500 years 
ago.

• Painted using dark red ochre pigment, the life-sized picture of the 
Sulawesi warty pig appears to be part of a narrative scene.

• The picture was found in the Leang Tedongnge cave in a remote 
valley on the island of Sulawesi.

• It provides the earliest evidence of human settlement of the region.

• "The people who made it were fully modern, they were just like us, 
they had all of the capacity and the tools to do any painting that they 
liked," said Maxime Aubert, the co-author of the report published in 
Science Advances journal.

Source: https://www.bbc.com/news/world-asia-55657257 Page 7



Source : https://www.forbes.com/sites/goncalodevasconcelos/2015/03/04/the-third-industrial-revolution-internet-energy-and-a-
new-financial-system/2/#7ec16dd7167e Page 8



Page 9

Source: https://www.youtube.com/watch?v=Mh0vEaac78U and https://www.bridgewater.com/china/
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Source: Baldwin (2011) 
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Part 1: First Unbundling Revolution



Zheng He's ship alongside Columbus's Santa Maria

Source: Gregory A. Harlin/National Geographic Stock Page 16



Source: https://www.oldbookillustrations.com/illustrations/watt-steam-engine/
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A Roberts loom in a weaving shed in 1835. Textiles were the leading industry of the Industrial Revolution, and mechanized

factories, powered by a central water wheel or steam engine, were the new workplace.

Source: https://commons.wikimedia.org/wiki/File:Powerloom_weaving_in_1835.jpg Page 18
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Source: https://en.wikipedia.org/wiki/Carcassonne#/media/File:1_carcassonne_aerial_2016.jpg 
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Carcassonne, France

https://en.wikipedia.org/wiki/Carcassonne#/media/File:1_carcassonne_aerial_2016.jpg
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Part 1: First Unbundling Revolution

Source: Baldwin (2011) 



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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Part 1: First Unbundling Revolution



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



Part 2: Second Unbundling 

Revolution
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Part 2: Second Unbundling Revolution

Source: Baldwin (2011) 



Source: Baldwin (2011) Page 27

Part 2: Second Unbundling Revolution



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



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



Source: Baldwin (2011) 

Part 2: Second Unbundling Revolution
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Part 2: Second Unbundling Revolution

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

Source: Baldwin (2011) 
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Global Value Chain (GVC)

Source: Meng and Yamano (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 38



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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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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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 44



Part 3: Quantifying the Impact of 

Technological Progress
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