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The spatial spillover effect of international production
fragmentation on productivity: empirical analysis based

on Spatial Dubin Model with transnational panel data

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

Abstract: Considering the various countries in the international production networks interact through vertical and hori—
zontal division of labor division this paper explores the effect of international production fragmentation on national (regional)
productivity from spatial dimension and employs the Spatial Dubin Model (SDM) with static and dynamic spatial weight ma—
trix to empirically investigate the spatial spillover effect of international production fragmentation on national (regional) pro—
ductivity of 39 countries combining world input-output table and social economic accounting data of WIOD. The results show
that participating in international production fragmentation not only produces significant regional spillover effects but also pro—
duces positive spatial spillover effects. Further research through the decomposition of productivity index into “technical
effect” and “resource allocation effect” shows that participation in international production segmentation not only produces
positive spillover effects on national (regional) technical progress but also generates positive spillover effect through resource
reallocation although the regional spillover effects is mainly through technological advances. Furthermore considering the
participation of different links may produce differences in effects this paper uses TiVA data to find that upstream participation
in international production division has negative spatial spillover effects on national (regional) productivity but downstream
participation has positive spatial spillover effects. In general this paper further recognizes the productivity effects of different
countries (regions) participating in international production segmentation from the spatial dimension and enriches the exist—
ing literature on the effects of international production fragmentation on productivity to a certain extent.

Key words: international production fragmentation; total factor productivity; spatial spillover; Spatial Dubin Model;

upstream (downstream) participation in international production fragmentation
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