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YUE GAO
(Shandong University of Technology)

RonGLIN L1
(Nankai University)

Abstract This essay analyzes different ways multinational firms of different levels of
productivity adopt to serve the international market when the production chain can be freely
fragmented. Firms with lower levels o productivity will choose exports; firms with higher
levels of productivity will choose fragmentation. The more productive a firm is, the more
product chains are allocated abroad. Firms with the highest productivity will choose horizon-
tal FDI. At the industry level, the easier is fragmentation and the more disperse is the within-
industry productivity, the lower is the ratio of exports to FDI sales.
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