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Component decomposition and regional characteristics of
Chinese TFP change: 2001—2014

CHEN Changjiang, GAO Bo
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Nantong University, Nantong 226019, China;
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Abstract: Based on the cross-province panel data of 2001-2014 in China, and by using stochastic frontier analysis
(SFA), this article analyzed the change of TFP and its components. The results showed that, during the period of
2001-2014, the average annual growth rate of China’s TFP was 1.64%, showing a downward trend. Among them, the
average annual growth rate of technical progress was 0.84%, technical efficiency was —2.50%, scale efficiency was
3.43%, allocative efficiency was -0.12%. Overall, China is still at the stage of increasing returns to scale, and scale
efficiency growth is a major factor in the positive impact on China’s TFP change. But after 2011, efficiency growth
slowed down significantly. Technical efficiency is the main factor of negative impact on China's TFP. This shows the
importance of the current supply side reform to backward production capacity. By region, the technology progress and
allocative efficiency in eastern region has been crossed turning point started to the promotion stage. But central and
western region is still in negative growth hovering. It is proved that the eastern regions are likely to be the first to
achieve growth engine conversion.

Key Words: TFP decomposition; technical progress; region difference
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