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Chinas Industrial Total Factor Productivity and
Structure Reform 1990~2013

Sun Zao Liu Lihua

(School of Economics and Finance, Xian Jiaotong University)

Abstract This paper measures the added value of industrial, labor input and capital
stock of industrial sectors in 1989~ 2013. Using Stochastic Frontier Analysis (SFA), we
calculate the total factor productivity (TFP) of the industrial sectors from 1990 to 2013, and
estimates the effect of industrial ownership structure change on industrial TFP growth. We
find that in the period of investigation, only the technical change has kept sustained growth,
AEC slows down remarkably since 2000. Industrial ownership structure changes significantly
and improves the industrial TFP growth rate, but has no significant effects on technological
progress. After dividing the period of investigation into two stages, we find that the effect of
ownership structure change on promoting TFP is smaller in the latter period than the previ-
ous one. The policy implication is that industrial reform should focus on creating a fair mar-
ket environment so that resources can flow reasonably and freely and it will release more
space for industrial TFP growth.
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