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Technology Absorption, Government Encouragement and China’s Total Factor
Productivity Promotion

ZHU Jun
(School of Public Finance and Taxation of Nanjing University of Finance and Economics, Nanjing, 210023, China)

Abstract: Many literatures implant the technical progress as neutral in the production function when
discussing it in the Dynamic Stochastic General Equilibrium model. At present, there are few literatures discussing
how to boost the total factor productivity of developing countries from the perspective of technology absorption. By
constructing a two-—country trade flow model with technology imitative and absorption characteristics, this paper
probes the mode of China’s technological evolution by means of the frontier Bayesian estimation method. Based on
Bayesian model selection and its empirical analysis, this paper investigates the economic growth effect and TFP
upgrading effect of technological absorption and native innovation strategy. It is found in this paper that the mix
strategy of absorption and innovation can explain China’s economic reality better with statistical significance. Under
the open economy, China’s growth is more likely to be proved sustainable in the future. When the level of
technical accumulation stock is high, its effect on promoting GDP growth will be delayed to the second half of the
economic business cycle. When imitating less and absorbing more, the effect on upgrading TFP will be less in the
short—run than the results of imitating more. Finally, when the foreign technology innovation is uncertainty, it still
has positive upgrading effect on China’s TFP. However, the growth effect of domestic technology innovation is
strongly inhibited, presenting certain technological substitution effect.

Key Words: technical progress; open economy; absorption and innovation; total factor productivity promotion
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