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[ Abstract]Based on the research of the transmission mechanism that productivity
affects the real exchange rate, this paper analyzes the applicability of each transmission
mechanism in China. It is found that in the process of economic transition, the labor
productivity in two sectors of China has been rapidly promoted by the factors such as
institutional innovation, opening to the outside world, the introduction of technical
resources, the accumulation of human capital and the upgrading of the industrial structure
and so on.The relative price of the non tradable sector and the tradable sector is rising,
which ultimately lead to the appreciation of the real exchange rate.
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