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Synopsis 
 

Small open economy general equilibrium model 
Vertical structure 
Credit constraint 
Productivity differential 

Production, Household, Entreprenuer, Gov’t 
  Eight shocks: markup, dividend, share, … 

36 parameters: 10 calibrated; 26 estimated 
 

SMPL period: 1979-2010 
 
Main Results 

Model (SOEs) performs well 
Markup shock + Share shock →  

Volatilities in Y, C, I, TB/Y 
 



Comments and Suggestions 
 

Small open economy 
Trade policy 

 
Perfect competition in the downstream market 
 

 Labor market rigidity 
 
 Balanced-budget 

How about its share of “retained profits”? 
  Gov’t policy in general 
 

Structural breaks: reform policies and financial crises 
 
Sensitivity of HP filtering 

 



Other Comments 
 

SOE outperformed non-SOE in the past decade (?) 
 
Does the SOE’s share of total sales/output decline over time? 
 
Do the SOE’s share of total sales and  

the per capita output have the same trend? 
 

 Trading in international bonds/assets:  
Does the “debt-elastic interest rate premium” apply? 
 

P. 18: #exogenous shocks > #observation;  
introduce measurement errors (?) 
 

Are the HP-filtered data used in the estimation? 
 



Outside the Model 
 

Roles of government policies 
Operations of SOEs 
Management and capital controls 
Hoarding of international reserves 
 

Investment led Vs consumption led growth policy 
 
Trade activity and business cycle 

 
 Increasing influences of, say, FIEs and PEs 
 
 
 

Overall, a very interesting paper and serious attempt on 
China’s SOEs and Real Business Cycle 


