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The Paradox Between Market Concentration Ratio And Market
Performance

——A Case Positive-analysis on the Real Estate Industry in China

YANG Yan-lin, LILi

Abstract: This paper firstly illustrates the general relationship between market concentration ratio
and market performance. It is to say that rational market concentration ratio is the prerequisite of
market performance and market performance is the actual reaction to market concentration ratio. It
demonstrates that market concentration ratio has a positive relationship with industry profit rate but
a negative relationship with market performance, such as low market concentration ratio, low profit
rate but good performance. Then according to the practical development of Chinese real estate
industry and using the industry organization theory, the paper analyzes the market concentration



ratio and market performance during the period of 2002-2005 and finds that obviously market
concentration ratio has a positive relationship with industry profit rate but a negative relationship
with market performance, low market concentration ratio, low profit but good performance. And
then the paper discusses the reasons for this paradox phenomenon from some aspects and finally
puts forward the policy choices which promote efficient development of Chinese real estate
industry in order to achieve the unification of the market concentration ratio and market
performance.

Key words: real estate industry; market concentration ratio; market performance; paradox
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