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Abstract

Abstract

In theory, more and more studies show that the gap in Total Factor Productivity
(TFP), rather than capital accumulation, are the most important causes of economic
growth and income gaps between countries. In practice, since 2007, the sustainability
of China's economic growth has been questioned for the reason that the growth rate of
China's TFP is too low to support long-term sustainable growth. Supply-side reform,
the core aim to increase the growth rate of TFP, has become a hot issue.

Based on empirically analyzing Industrial Structural Changes, and estimating TFP
of service segments from 1990 to 2012, we use two main methods, including
structural decomposition method and econometric models, to explore structural effect.
Basic concepts and conclusions of this paper are the follows. Firstly, in terms of single
factor productivity or TFP, China's service industry does not suggest Baumol cost
disease clearly after 2004. However, there is a serious structural disease among
service segments, and the structural disease is reflected not only in quantity, but also
in quality. Especially, lower quantity and quality in Producer Services will be not
conducive for China to striding across the middle income trap successfully. Secondly,
TFP share of GDP growth has been increased in the 2000s, mainly due to the
substantial growth of technological progress. Thirdly, China's TFP growth in service
industry comes from internal effect mainly, and structure effect is very small. Fourthly,
if spillover effect is considered, the structural effect will be higher, but not enough to
change the general conclusions of lower structure effect. Fifth, the motive power of
TFP growth is changing, TFP growth was dominated by technical efficiency before
2000, and technological progress between 2001 and 2010. After 2011, the growth rate
of technical efficiency is higher than that of technological progress, but it should take
time to verify that it is the trend or short-term fluctuation. Sixth, allocation efficiency

of capital is better than that of the labor force in the 1900's, and just the opposite in
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