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Productivity, Growth Momentum, and Manufacturing——How China Can
Regain Its Resources Reallocative Efficiency

CAI Fang
(Chinese Academy of Social Sciences, Beijing 100732, China)

Abstract: Since its growth began to slow down, the Chinese economy has experienced some structural
changes, which pose challenges to its further growth. They include: (D as the comparative advantage of
manufacturing weakens, the share of manufacturing in gross domestic product has shrank; @unwilling to exit from
market, unproductive enterprises tend to seek policy protection, leading to the immobility of resources allocation;
(Bthe reallocation of labor force from high—productivity manufacturing to low—productivity service sector leads to the

degradation of resources allocation. By analyzing the productivity sources at different stage of development, this

paper reveals the existing huge room of resources reallocation namely, the potential of productivity gains, in the
economy. The insufficient exploitation of such potentials results in the premature decline in manufacturing. It then
points out that the development of manufacturing is conducive to promoting innovative growth, tapping the potentials
of resources reallocation, incentivizing human capital accumulation, expanding the middle —income group, and
promoting dual circulation. In conclusion, the paper makes some policy suggestions for healthy development of
manufacturing by encouraging competition, on the one hand, and strengthening social protection, on the other.

Key Words: labor productivity; total factor productivity; resources reallocation; share of manufacturing
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