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Production segmentation and total factor productivity of
Chinese manufacturing industry .

based on the analysis of number of production stages

WANG Gaofeng, ZHENG Yu
(School of Economics, Nanjing University, Nanjing 210093, China)

Abstract: This paper takes the number of production stages as an index to measure the length of manufacturing produc-
tion segmentation. Based on this, the paper employ the simultaneous equation model to analyze the relationship between pro-
duction segmentation length and total factor productivity (TFP) , using the data of Chinese industrial enterprises from 1998 to
2011. The results show that; (1) On the whole level, the increase of TFP in Chinese manufacturing industry has a significant
positive effect on the length of manufacturing production segmentation. TFP increases by 1% and the number of manufacturing
stages increases by 0.523% . The increase of production segmentation length does not increase TFP, so the relationship isn’t
mutually promoting; (2) The relationship of TFP and the length of production segmentation in high-tech manufacturing indus-
try is mutually promoting, but the impact of the number of production stages on TFP is not significant positive in high-tech
manufacturing industry; (3) The TFP of the low-tech manufacturing industry has a positive effect on the production segmenta-
tion length, but the effect of the production segmentation length on the TFP is negative. The low-tech manufacturing industry
mainly involves processing, manufacturing and other low-productivity stages.

Key words: production segmentation; total factor productivity; number of production stages; manufacturing industry;

global value chain



