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A B AR (2. 6688) (4.5995)
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The Association between Manufacturing Digitalization

and Domestic Production Networks
ZHAO Xiaofei LIU Bin
Abstract: Removing the bottlenecks that hinder the domestic economic cycle and un-

leashing the potential of the domestic production system are undeniably important for
building a unified national market and establishing a new “dual circulation” development
pattern. This paper, based on the 2016 version of the WIOD input-output table data, in-
vestigates the relationship between manufacturing digitalization and domestic production
networks. The study reveals the following findings. First, manufacturing digitalization sig-
nificantly enhances the level of domestic production network connectivity through three
pathways; reducing transaction costs, extending production length, and unleashing con-
sumption potential. Second, heterogeneity analysis indicates that the promoting effect of
manufacturing digitalization on domestic production network connectivity is not limited to
within the manufacturing sectors, but also has a stronger impact on external production
network connectivity. Moreover, legislative reinforcement in the digital domain strengthens
the promoting effect of manufacturing digitalization on domestic production network con-
nectivity. Third, further analysis uncovers a threshold effect of per capita national income
in the process of how manufacturing digitalization influences domestic production network
connectivity. Based on the policy implications derived from the researches, China should
accelerate the process of manufacturing digitalization, raise household income, improve in-
stitutional supply, remove bottlenecks in upstream and downstream production division,
expand the radiation network of manufacturing production, and expedite the formation of a
new situation of collaborative and interconnected development among various industries na-
tionwide.
Keywords : Manufacturing Digitalization; Domestic Production Network Connectivity ;

Production Length; Industry Collaboration
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