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Imported Intermediate Inputs’ Sourcing Structure and

Total Factor Productivity of Chinese Firms

Wei Hao;Li Chong;Zhao Chunming

Abstract: This paper empirically studies the influence of import sourcing structure on the total factor
productivity (TFP) of Chinese firms. The results indicate that the increase in the number of import origin
countries the decrease of import concentration have positive effects on the improvement of TFP. The big—
gest improvement occurs in those importing<firms who import from both developing and developed countries
do non—-processing trade are foreign owned as well as do export business. Imported intermediate inputs’
sourcing structure has positive effect on the improvement of firms” TFP mainly through the productive com—
plementary mechanism and has a greater effect on heterogeneous product importing firms; while the cost
saving mechanism of decreasing import price has no significant effect. The China government should en—
courage our firms to import from both developed and developing countries at the same time in order to get
the complementary production gains from the diversification of intermediate inputs. When importing from
developed countries Chinese firms should establish various import channels from similar countries and re—
duce the excessive dependence on some developed countries.

Key words: imported intermediate inputs import sourcing countries total factor productivity
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