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Using the Basic Survey on Overseas Business Activities and the Basic Survey
of Japanese Business Structure and Activities from METI covering 1996-2014, we document how
headquarter-foreign subsidiary network in service (hereafter offshore service network) has been
expanded relative to the network of manufacturing. The main question is whether service network
co-move with the manufacturing network of Japanese multinational firms. This analysis intends to
clarify the missing propagation mechanism between trade and economy in macroeconomic research. We
break down the affiliates” purchasing modes into local sellers and imports and, in the same manner,
their supplying modes into local buyers and exports. Then we aggregate these flows for each country.

In contrast to Johnson (2014) which found "near-zero correlations” between goods and services on
the country level, we suggest evidence for co-movement of manufacturing and service, transmitting
international shocks through bilateral trades.
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1996 VALUE ADDED) 1 2014

Value Added Total manufacturing manufacturing- service
related service
2.18 3.34 5.96 0.46
0.85 117 6.62 0.22
1.33 321 0.97 111
2.16 3.81 1.75 0.82
411 3.12 1171 0.84
2.19 3.59 2.98 0.37
11 152 571 0.46
2.86 7.2 091 1.79
7.92 18.62 5.69 1.06
2.09 435 437 0.86
8.76 7.61 27.35 337.12
3.88 8.99 1.86 0.96
5.07 3.79 58 31.33
1.97 1.79 1.93 5.72
7.36 7.57 521 11.32
2.8 12 135 15
5.36 6.07 5.82 342
2.36 1.64 483 547
37.17 48.47 52.78 11.12
*Value Added  Sales-Purchase 2010
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