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The Loss of output efficiency caused by financial constraints:
data from industrial enterprises in China
GE Peng' GAN Chunhui® LI Silong’

(1. School of International Business Administration Shanghai University of Finance and Economics Shanghai 200433 China;
2. Shanghai Customs College Shanghai 201204 China;
3. School of Finance Shanghai University of Finance and Economics Shanghai 200433 China)

Abstract: It is always an important academic topic that the financing constraints can bring about how much loss of output
efficiency. This paper is based on the model of Hsieh and Klenow (2009) which is a classical model in measuring allocation
efficiency. In this paper Gong Guan (2013) s restrained conditions of returns—changing to scale is introduced into the HK
model. We also fix out the loss of capital misallocation to our model. Compared to different index of financial constraint of SA
index ( Hadlock 2010) and KZ index ( Baker 2003) we find KZ index is more suitable for China. Based on that we orig—
inally introduce KZ index into the HK model. According to the degree of financing constraints we divide all enterprises into
three groups and derive a new model to calculate the loss of the total factor productivity ( p) caused by financial constraints
for every industry and the loss of the output efficiency for all industry. In this paper we come to the following conclusions:
(1) Under the condition of return-changing to scale the efficiency of resources allocation has been deteriorated from 2005
with a loss tendency of “U” shaped; (2) We calculate the loss of output efficiency for every industry caused by financial con—
straints and we use p to represent the loss value; (3) We calculate that the total loss of output efficiency for the whole manu—
facture industry caused by financial constraints is 32% to 38% from 2004 to 2007 respectively.

Key words: financial constraints; capital misallocation; TFP; industrial enterprise; output loss



