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Abstract

Abstract

The promotion of Total Factor Productivity (TFP) is important for stimulating
economic growth. There are two ways to enhance the country's overall TFP: one is to
improve firms' TFP; the other is to improve the efficiency of resources allocation.
From the ownership perspective, this paper analyzes the important role of optimizing
financial resources allocation in improving our country's overall TFP.

Ownership discrimination will result in external financing constraints of non
state-owned enterprises. Chapter three finds out that the ease of external financing
constraints has obvious effect on improving the TFP of non-state-owned enterprises,
but not obvious to the state-owned. Corporate finance is different between
enterprises of different ownerships. It is constraint for non-state-owned enterprises,
but too much for the state-owned. If financial resources can be transfered from
state-owned enterprises to non-state-owned enterprises, with the TFP of state-owned
enterprises remaining unchanged, our country's overall TFP will increase through
improving the TFP of non state-owned enterprises. Morever, with the TFP of all
enterprises remaining unchanged, our country's overall TFP will increase through
optimizing resources allocation. That's to say, the optimization of financial resources
allocation among enterprises of different ownerships is a Pareto improvement.

Based on the definition of intensive misallocation, Chapter four calculates the
degree of financial resources misallocation caused by dual ownership. Through
dividing the whole economy into state sector and non-state sector, and based on the
assumption of enterprise heterogeneities, this chapter puts forward the measuring
method of estimating the degree of financial resources misallocation. Using this
method and Chinese industrial enterprises microdatas from 1998 to 2007, this
chapter calculates the industrial misallocation degree. The results show that, if
misallocation can be reversed, the industrial TFP will increase by about 57.04%, and
only if misallocation caused by dual ownership can be reversed, the industrial TFP

will increase by about 9.2%. The misallocation degree has a downward trend from
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2000 to 2007. Misallocation of middle and west area are more serious than the east.
Misallocation between enterprises within sector led to TFP losses of 37.02% on
average in state sector and 44.77% in non-state sector. Misallocation of state sector
is lower than private sector on average, but misallocation degree in private sector
shows a decreasing trend, and lower than the state sector in recent years.

Chapter five shows us that, the fundamental reason for resources misallocation
is not ownership but administrative monopoly which is defined as the combination
of administrative power of government and monopoly of state-owned enterprises.
Through governing financial system which is predominated by state-owned banks,
the administrative departments bring the state-owned enterprises lower financing
cost, and then lead to the misallocation of financial resources. Meanwhile,
government intervention will not only affect the resources misallocation degree
between the sectors of different ownerships, but also affect the degree of internal
misallocation. Government intervention plays a significant role in mitigating
misallction in state sector, but strengthening misallocation in private sector.

Chapter six analyzes the different dynamic replacement ability of enterprises of
different ownerships. Results show that new entering state-owned enterprises rely on
fixed asset more relative to the non-state-owned. Furthermore, based on the
definition of dynamic replacement ability of enterprises, this chapter finds out,
non-state-owned enterprises which has higher TFP are squeezed out by the
state-owned of lower TFP. The dual ownership destructs the market selection effect.
New entering private firms achieve rapid growth of productivity through learning
effect, but the early entered state-owned firms have clear backward effect. The dual
ownership destructs the learning effect. The competition effect of firms replacement
is effective for surviving private firms but not for the state-owned. And the
ownership discrimination will also significantly reduce the competition effect of
private firms. The dual ownership weakens the competition effect.

Key words: Dual Ownership; Financial Resources Misallocation; Dynamic
Replacement Ability of Enterprises
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