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Influences of Productivity Convergence across Sectors on Industrial

Structural Transformation and Aggregate Productivity of Provinces in China

ZHOU Ke
( School of Economics Southwest Minzu University Chengdu 610041 China)

Abstract: While Chinas provinces undergo rapid economic growth productivity gaps between sectors in each province is
expanding. Provinces with slower growth of total productivity tend to have greater gaps. Through extending three-sector general
equilibrium model this paper investigates influences of sectoral labor productivity gaps and their changes on structural transfor—
mation and aggregate productivity across provinces. The study shows that income effect and substitution effect of sectoral pro—
ductivity growth and its model explain the process of industrial structural transformation. Lowerproductivity growth rate and high—
er income elasticities of agricultural and service industries in low-growthprovincestogether explain why the outflow of agricultural
labor force in these regions is slow and mainly enters the service sector. The productivity convergence across sectors especially
the productivity improvement in services will lead to more agricultural labor flow into the industry and a significant increase in
the aggregate productivity growth of all provinces which will help to eliminate almost all experiences of slowdown and decline
in relative aggregate productivity across provinces. Therefore the key to sustain steady economic growth is to increase produc—
tivity of agriculture and services to the level it should be at present. Productivity convergence across sectors within each prov—
ince also significantly reduces economic growth disparity across provinces.

Key words: industrial structural transformation; provincial economic growth; sector productivity; convergence
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