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East-Asian vertical specialization system of corporate R&D:
An essay from the field based research of 20 Japanese manufacturers

Koichi Nakagawa

From the field research of 20 Japanese manufacturers, this paper considers the actual situation of their
functional allocation strategy of R&D within East Asia. We can find that Japanese companies adopt
vertical specialization system of R&D, in which Japanese sites take charge of upper side of R&D
and Asian foreign ones do of lower side. Such a vertical specialization system is adopted because it
can afford a company to take advantage of cost competitiveness and resource richness of Asian site.
Also we can find that 2 types of vertical system exists: One is pure specialization that can maximize
the cost advantage of the internationalization towards emerging East Asian countries, and the other is
functionally overlapping approach that promotes the knowledge transfer from Japanese site to East

Asian site, while it cannot maximize cost advantage.

JEL classification: M16
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