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The Effects of Firm Age and
Cohort on Productivity

Lran Zunou WEIYING ZHANG QuANLIN GU
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(Zhejiang University)

Abstract Using a large dataset of China’s manufacturing firms over the period 1998
2004, this paper analyzes the sources of productivity changes from the viewpoint of firm age
and cohorts. We have three major findings: (1) New entrants enjoy cohort advantage over ol-
der incumbents by embodying state-of-the-art technology and institutions in their physical and
organizational capitals while the incumbent firms increase their productivity through “learn-
ing-by-doing”; and the rising cohort advantages prominently merged only after China’s eco-

nomic reforms. (2) The positive age and cohort effects displaying in Chinese firms are not e-
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qually enjoyed by their foreign counterparts which exhibit nearly no cohort advantage and
whose age effect generally disappeared after the sixth year. (3) While SOEs are generally in-
ferior in productivity to non-state firms, they began to catch up significantly after 1988.
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