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The Stylized Facts of Size Distribution of China Manufacturing Industries: A
Perspective of Zipf's Law

FANG Mingyue, NIE Huihua
(School of Economics, Renmin University of China, 100872 Beijing)

Abstract: The studies based on developed economies indicate that the total size distribution
of enterprises should abide by Zipf’s law whose coefficient is 1. Using the sample of China large
and medium-size manufacturing enterprises (LMES), measuring the size with sales of enterprises,
this paper firstly tests the total size distribution of Chinese enterprises. We find out that the total
size distribution deviates Zipf’s distribution mainly due to the existence of State-owned
enterprises (SOES). The barriers to entry in industries induce SOEs’ deviation, but the barriers to
exit has ambiguous effects on SOEs’ deviation which depends on the way of government
intervention. What’s more, the sequential competition between SOEs and private enterprises
weakens competition effect, which further leads to SOE’s deviation.

Key words: enterprise size, Zipf’s law, State-owned enterprise, private enterprise
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