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This study is based on hypothesis that there are various interventions in product or factor market
given by the government, like the analysis on Chinese economy by World Bank and DRC (China
2030, 2013). The object of my study is to test the degree of uncompetitive in markets of Chinese
manufacturing industries, and to recalculate the growth rate of total factor productivity (TFP), which
is different from conventional Solow's residual. This study applies the Roeger's method ("Can
Imperfect Competition Explain the Difference between Primal and Dual Productivity Measures?
Estimates for U.S. Manufacturing”, Journal of political Economy, vol. 103, no.2, 1995) to estimate
mark-up ratios of prices over marginal cost.
Roeger proposed a method that used both the production function and the cost function in order to
estimate the mark-up ratio. Roeger's idea is expressed by the equations showed below.

[ SR]) _irt- [SRP]) _irt=B(AX_irt)/(X_irt )+6_ir
with (AX_iM)/(X_irt ) = (( TAY] _int)/(Y_int)-( [AK] _irt)/(K_irt )+ (( LAPY _irty/(P_int
)-( TAR] _irt)/(R_iMt )
B=(P-MC)/P=1-1/p
Where SR represents Solow residual, SRP represents the changes of output prices, Y is output, K
capital service, P output price, R return of capital. B=0 then u=1, means perfect competitive
market, otherwise p>1 means less-competitive or uncompetitive market.
| restrict the investigation to the manufacturing sector of Chinese economy on the two-digit level.
The data cover the period 1992-2010. Data are basically taken from the past studies by myself in
2010-2015. But, | revised several data estimation in this study and created the data for measuring
SRP.
The regression result shows that mark-up ratios are on average statistically significant except for
two sectors. The estimate values range from 1.19(Food processing) to 3.33 (Chemical product)
and there are three sectors in which the mark-up ratios exceed 3.0, fourteen sectors exceed 2.0,

twelve sectors exceed 1.0 out of 31 sectors. The average mark-up estimates in this study is higher




than the any of other mark-up ratio estimates for other countries, which also employs Roeger's
method but mostly put developed country economies on target.
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TFP growth of Chinese manufacturing industries and uncompetitive market

1. HIREBRFROBE

COMETIE., HRBFTOPIERERREMAFZE L 2—FHKKRDLA— (China 2030, 2013) THEfELIz& 5% . BRFFRHIRECL-T
FEREFOIAELHFEFTEOMEEITEL TS IEOEEZELLT. FEREEDAELTHEOESEHEL. BET HHEEH
EEDEDI2EREENERETLTHL. [EQIEEREEHRTYVO—ZRELELS>TEY. Roeger NEELIZHEIZLST
EEYO M ERFE RO LR (mark-up ratio) # ALV TEZE SN S (Can Imperfect Competition Explain the Difference between
Primal and Dual Productivity Measures? Estimates for U.S. Manufacturing, Journal of political Economy, 1995, vol. 103, no.2, 1995) ,

Roeger M4 EERA# L & FARA%ZE o 1= mark-up ratio DHEFEHFEXEICROXTEN D,

[ SR) _i"t= [SRP) _i"t=B (AXi"t)/(Xi"t +0 it

with (AX"0)/(X0"t ) = (LAY) J"/YL%)-AKD ™0/(Ki™e )+ (LAPY Li™0)/(PLi™t )~([AR]) Li"t)/(Rii™t )
B=(P-MC)/P=1-1/ y

SR [FYO—F5%2. SRP (FAEWERDLEILE, Y [TT7IN TR KIFEERY—ER P FEEYMEE. RITERNEERTHS, %
M B=0DIBE. u=1 TREWELERT, U1 DBEE . FRLTIETHHLEELT S,

COREDOXMRIETTEREED 31 EZXIZREL. MR 1992-2010, THT—2IEFAE 5 D 2010-2015 B D AIEE R % F|
ALTWAH, LOADBEETo-E&EC, ERBKOT—2EEET o=,

At EDRRIL 2 O —ZREFETHD, EER D mark—up ratios DER/IMEIE 1.19 T, I K{EIL 3.33 THD, TDEH.
3DDEHI—IL30%F. 14 DEIEI—(F 205 12 DEIZ—IX10EBZ 5, AETDOHRIL. A EEEZNEELE-RLAEIZELD
EITHEDOHERZVT A ER-TNS,

WIS EEMERKRTSTE.

2. HESREROBE FHR)

This study is based on hypothesis that there are various interventions in product or factor market given by the government, like the
analysis on Chinese economy by World Bank and DRC (China 2030, 2013). The object of my study is to test the degree of
uncompetitive in markets of Chinese manufacturing industries, and to recalculate the growth rate of total factor productivity (TFP) ,
which is different from conventional Solow’s residual. This study applies the Roeger’ s method (“Can Imperfect Competition Explain
the Difference between Primal and Dual Productivity Measures? Estimates for U.S. Manufacturing”, Journal of political Economy, vol.
103, no.2, 1995) to estimate mark—up ratios of prices over marginal cost.

Roeger proposed a method that used both the production function and the cost function in order to estimate the mark—up ratio.
Roeger’ s idea is expressed by the equations showed below.

[ SR) _i"t- [SRP) _i"t=B (AX i t)/(Xi"t)+0 it
with (AXG™t)/(X57t ) = (TAY) ™0/Y0"t )~(AK]) ™ t)/(KG™t )+ (LAP) ™ t)/(PLit )-(LAR) i™t)/(R.i"™t )
B=(P-MC)/P=1-1/ u

Where SR represents Solow residual, SRP represents the changes of output prices, Y is output, K capital service, P output price, R
return of capital. B=0 then (=1, means perfect competitive market, otherwise 1 >1 means less—competitive or uncompetitive market.
I restrict the investigation to the manufacturing sector of Chinese economy on the two-—digit level. The data cover the period
1992-2010. Data are basically taken from the past studies by myself in 2010-2015. But, I revised several data estimation in this study
and created the data for measuring SRP.

The regression result shows that mark—up ratios are on average statistically significant except for two sectors. The estimate values
range from 1.19 (Food processing) to 3.33 (Chemical product) and there are three sectors in which the mark—up ratios exceed 3.0,
fourteen sectors exceed 2.0, twelve sectors exceed 1.0 out of 31 sectors. The average mark—up estimates in this study is higher than
the any of other mark—up ratio estimates for other countries, which also employs Roeger’ s method but mostly put developed country
economies on target.
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