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Entry and exit of Chinese manufacturing firms

and dynamic evolution of aggregate markup

YUE Wen
(School of Business Jiangnan University Wuxi 214122 China)

Abstract: Using micro-evel data of Chinese manufacturing firms this paper employs MP decomposition method to ex—

plore the dynamic evolution of aggregate markup of Chinese manufacturing firms from the perspective of entry and exit of

firms

and analyzes the effect of remaining firms new entrants and exiting firms on the aggregate markup. Overall aggregate

markup of Chinese manufacturing industry shows a rising trend during the sample period except for the individual years which

mainly comes from the contribution of remaining firms. The contribution of exiting firms to the aggregate markup is negative

and the contribution of new entrants to the aggregate markup may be positive or negative. Further the paper examines the E-

volution of aggregate markup in different industries regions ownership types and the results show that the effects of survi—

ving firms new entrants and exiting firms on the aggregate markup of different industries regions and ownership types are not

the same. By exploring the dynamic evolution of aggregate markup this paper provides a new perspective for further under—

standing the entry and exit behavior of firms.

Key words: markup; manufacturing firms; entry; exit; MP decomposition



