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Interaction between Vertical Specialization and
Servitization of Manufacturing Input:

A Simultaneous Equations Empirical Research Based on Panel Data
ZHANG Ruqing ZHANG Dengfeng

( School of International Trade and Economics Anhui University of Finance and Economics Bengbu 233030 China)

Abstract: Based on panel data of 42 countries in the world input-output database ( WIOD) from 2000 to 2014 and using
the simultaneous equation model 3SLS system estimation method this paper empirically investigates the interrelation between
vertical specialization and servitization of manufacturing input under the background of deepening global division of labor. The
results show that there is a positive interaction between vertical specialization of producer services and servitization of manufac—
turing input. The interrelation between the vertical specialization of manufacturing industry and the service-orientation of manu—
facturing input presents a “u-shaped” relationship that restrains first and then increases. The improvement of the quality of the
institution will promote the level of vertical specialization and servitization of manufacturing input trade barriers and the degree
of financial development will limit the level of vertical specialization and servitization of manufacturing input. Vigorously develo—
ping the service industry and increasing government expenditure will promote the process of servitization of manufacturing input
while opening up will promote the level of vertical specialization. Accordingly the paper puts forward relevant policies and sug—
gestions such as actively integrating into the global vertical division of labor system improving the relative proportion of the val-
ue-added of productive services and manufacturing in the production of enterprises and creating an open and transparent trade
environment.

Key words: vertical specialization; servitization of manufacturing; input-output method; interrelation



