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Research on the Controversies of China’s Capital Stock Measurement

GUO Wen' QIN Jianryou' CAO Jian-hai*
(1 Graduate School of Chinese Academy of Social Science 102488;
2 Institute of Industrial Economics, CASS 100044)

Abstract: As a key indicator of macroeconomic research, capital stock determines the
accuracy of empirical research related, such as the calculation of the return to capital and the total
factor productivity (TFP). However, in the practice of measuring capital stock in China, the
results are quite different. In view of this, based on the Measuring Capital OECD Manual, this
paper makes an in-depth analysis on the logic and reasons behind. The research shows that the
distinction between net capital stock and productive capital stock is particularly important in the
measurement of capital stocks; it also shows that the perpetual inventory method (PIM) is the
most widely used approach towards measuring stocks of capital. In addition, in the application of
the perpetual inventory method, the result largely depends on two elements: the combined age-
efficiency/retirement profile and four core indicators. Among them, there are usually two options
for the determination of the combined age-efficiency/retirement profile; and for the core
indicators, the selection ofinvestment flow and investment price indexhas basically reached a
consensus in academia, the influence of the base period capital stock on the measurement of
capital stock weakens over time, and the selection of the replacement rate or depreciation rate is
of the most controversy. The conclusions narrow the accounting error of China’s capital stock and
improve the reliability and international comparability of subsequent relevant empirical research.

Keywords: Productive Capital Stock; Perpetual Inventory Method; Retirement Profile; Age-

efficiency Profile; Four Core Indicators
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