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Financial Development and TFP Growth : The Perspective of SFA
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Abstract ; Decomposing TFP into three parts of technical efficiency, technological progress and scale effect utilizing the method of
Kumbhakar et al, the paper uses a translog production function in a general stochastic frontier specification to analyze the rela-
tionship between financial development and technical efficiency of 29 provinces in China in 1999-2004, using static panel data
model to analyze the relationship between financial development and technological progress. The results show that. first, financial
development promote the growth of TFP, but two indicators of financial development lower technical efficiency. Secondly, finan-
cial deepening through the promotion of technological progress leads to TFP growth, but financial intermediation monopoly is not
conducive to technological progress. Therefore the study gave corresponding suggestions to the government.

Keywords : financial development;technology efficiency ; technological progress;stochastic frontier analysis

Received Date: October 14", 2010 Accepted Date ; January 1 1% , 2011
Biography: Yu Lifeng, a Hubei Huanggang native( 1978 — ) , is a Ph. D. candidate in the Huazhong University of Science and Technology. His re-

search interest includes financial development and technological innovation, ete. E-mail; yIfhust@ 126. com O



