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The Impact of China’s Trade Liberalization of Goods
on the TFP of the Non-tradable Sector
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Abstract: At present China’s foreign trade pattern is in the stage of transformation. How does trade li—
beralization of goods exert its influence on the TFP of the non-tradable sector has become the focal point of go—
vernment departments and academic circles. Early research has discussed the effect of trade liberalization of
goods on the TFP of the tradable sector widely and deeply but there is little literature focus on the effect of the
trade liberalization of goods on the TFP of the non-tradable sector. Based on the theoretical analyses of the salary
effect  human capital flow effect and competition effect this paper investigates the mechanism of trade libera—
lization of goods” influence on the total factor productivity and using GMM examines china’s situation empirical—
ly based on provincial panel data for 2004-2013. Such results are drawn: trade liberalization of goods plays a sig—
nificant role in promoting the TFP of non-tradable sector by wage effect and human capital flow effect but the
result of the competition effect is not significant. Then we perform a robustness test of the model based on the
data of producer services. the results demonstrate that trade liberalization of goods can significantly increase the
TFP of producer services by salary effect human capital flow effect and competition effect. The authors hold
that we should ensure the free flow of labors between regions and departments pay more attention to the trade
which can help transfer knowledge technology and skills loosen regulation of the non-iradable sector and
expand the trade liberalization of goods” promotion effect on the TFP of the non-tradable sector.
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