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The Transition to Growth Model Underpinning by TFP

Under The New Normal of China’ s Economy
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Administration, GDUFE; 4. Institute of Industrial Economics, Chinese Academy

of Social Sciences; 5. School of Business, Zhongnan University)

Research Objectives: This paper is to explore the mechanism of transition from exten-
sive growth mode to intensive growth mode under the new normal of China’ economy. Re-
search Methods: From the perspective of market competition, a natural experiment is used
for empirical analysis. Research Findings: The introduction of market competition has stimu-
lated a process of “creative destruction” of enterprise replacement and industrial restructu-
ring centered on the contraction of inefficient enterprises and the expansion of efficient enter-
prises. The industrial restructuring driven by market competition has no growth effect on
both input and output, but it promotes the growth of total factor productivity at the total
level by improving the efficiency of resource allocation across enterprises. Market competi-
tion promotes the growth of innovation input at the enterprise level, especially for large en-
terprises which lack innovation incentives, and then it promotes the growth of total factor
productivity at the micro level. Research Innovations: It provides new evidence for the effects
of market competition on aggregate and disaggregate productivity. Research Value: The con-
struction of market competition mechanism can become the policy focus of the transformation
of growth mode under the new normal.
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