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The effect and mechanism of administrative examination and
approval on the productivity of China’ s manufacturing industry:

from the perspective of entry regulation
WANG Lei

( China Institute of Regulation Research Zhejiang University of Finance & Economics Hangzhou 310018 China)

Abstract: Taking the relevant data in the “Doing Business in China 2008 ” issued by the world bank and China’ s
industrial firm database as samples the administrative examination and approval is included in the theoretical framework of
aggregated productivity growth and the effect and mechanism of administrative examination and approval on China’ s
manufacturing productivity are examined from the perspective of entry regulation. The study finds that: ( 1) Administrative
examination and approval significantly inhibited the aggregated productivity growth of China’ s manufacturing industry which
was due to the fact that administrative examination and approval distorted the effect of resource allocation and restrained the
contribution of net effect of firm entry and exit to the aggregated productivity growth; (2) There are regional differences and
industry heterogeneity in the inhibition effect of administrative examination and approval which has a higher impact on the
western region than the central and eastern regions and a higher impact on labor-intensive industries than capital-intensive
industries; ( 3) The micro mechanism analysis shows that the administrative examination and approval has restrained the
learning effect of the incumbents on productivity promotion expanded the productivity difference between the entrants and the
incumbents and distorted the market selection mechanism based on productivity. The conclusion of the study means that: for
improving TFP  the reform of administrative examination and approval system should be based on improving the market
mechanism of firm entry and exit relaxing the administrative examination and approval for firm entry letting the market
decide whether the firms survive then realizing the survival of the fittest optimizing the allocation of resources and dealing
with the relationship between the government and the market in the reforms to streamline administration delegate powers and
improve regulation and services.

Key words: administrative examination and approval, TFP; entry regulation; resources allocation; government

and market
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