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ABSTRACT

a a Using firm data from The 1995 Third Industrial Census of China to conduct a produc-
tion efficiency analysis, this paper finds that the presence of foreign ownership has a positive

and significant effect on domestic firms’ productivity. Trade also plays an important role for

technology transfer. We find that China’s imports from OECD and the Four Asian Tigers

as well as exports to OECD have positive effects on domestic firms’ productivity. Trading

with advanced countries helps China to gain access to new technology and information

which foster its productivity and enable it to compete in international markets. We further

divide the industry into high technology-gap and low technology-gap industries. The re-

sults show that the spillover effects of FDI are larger for the low technology-gap group than

for the high technology-gap group. However, the estimation results of the trade-induced

technology spillover effect support the technology-gap learning theory and the significance

of importing appropriate technology.
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