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The Spillover Effect of R&D Input on Firms’ TFP:
Evidence from Industrial Firms in China

Li Jing' Peng Fei' and Mao Defeng’

(1: Hefei University of Technology School of Economics;

2: Hefei University of Technology School of Management)
Abstract: Based on industrial enterprises data of China during 2005 —2007 the method of propensity score matching( PSM) is adopted
to analyze the difference of total factor productivity( TFP) between the enterprise of R&D input and its counterfactual status. The results
show that spillover effect on TFP is at least 66.0% using OLS method but about 16. 5% using PSM. After introducing more controlled
covariates investigating by group year by year province by province and by ownership types we all find significant spillover effects on
TFP. Among them high — tech indusiry state — owned enterprises and Hong Kong Macao and Taiwan enterprises have the most
prominent spillover effects. And the spillover effect is more significant in enterprises in the eastern area. The policy implication of this
paper is that we should strive to create a favorable environment for self — innovation and encourage the cooperation and complementary
advantages among the areas. Using the scale advantages of large and medium — sized state — owned enterprises the great technological
innovation will be promoted and innovational energy of the non — public sector will also be inspired.
Key Words: R&D; TFP; Spillover Effect; PSM; China’ Industrial Firms
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