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A Decomposition Analysis of Sectorial Price Gaps between Japan and China :
Using Japanese and Chinese Input-Output Tables in 1995

Dai1, Yanjuan

Summary

The purpose of this paper is to analyze sectorial price gaps between Japanese and Chinese
economy and to estimate dimension of factors creating sectorial price gaps by using Purchasing
Power Parity (PPP) data. This paper puts the focus on the cost structure to analyze sectorial price
gaps between Japanese and Chinese economy. Using the improved model and the PPP of the year
1995 which was estimated by the author, she decomposed the price gaps between Japanese and
Chinese into six components : intermediate input productivity factor, wage factor, labour produc-
tivity, capital price factor, capital productivity factor and the residual factors. Two points are
reconfirmed in this paper : i) The low price of labours and capital in China had widened the price
gaps between Japanese and Chinese ; ii) The high productivity of Japan had narrowed the price
gaps between Japanese and Chinese. Compared with the year of 1990, the wage differential had
shortened in 1995. However, because of the reduction of the labour productivity gap between the
two countries, the drop of capital price, and the influence of the residual factors, the price gap

between Japan and China had widened in 1995.

Key Words
Input-Output analysis, Purchasing Power Parity, Price gap, Wage factor, Labour productivity
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