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The impact of industrial policy on total factor productivity .
based on the perspective of competition and fairness
LI Jun', LIU Hongwei’, WAN Junbao'

(1.8chool of International Business Administration, Shanghai University of Finance and Economics, Shanghai 200433, China;
2. Business School, Xiangtan University, Xiangtan 411105, China)

Abstract: Economic growth is essentially a process of continuous improvement in productivity, and the realization of this
process requires both effective market competition and reasonable government intervention. This paper empirically examines
the relationship between industrial policy, market competition and total factor productivity (TFP) , using the data of 830 lis-
ted manufacturing companies in China from 2008 to 2012. The results show that low-interest loans have a significant effect on
the improvement of TFP, but government subsidies and tax incentives show a significant positive effect only in non-state enter-
prises. In addition, for the implementation path of industrial policy, the article shows that industrial policies should empha-
size competition at the industry level and emphasize fairness within the industry, as high competitive industrial policy at the
industry level and balanced allocation of policy resources within the industry can both benefit the growth of TFP.

Key words: industrial policy; market competition; total factor productivity ; new structural economics; China’s manufac-

turing industry
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