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ABSTRACT

Measuring the extent of firm market power has been one of
the main topic in the field of industrial organization. After a
variety of case studies done by Mason and his followers, most of
the empirical work has centered on inter-mdustry cross—section
studies using Bain's structure-conduct-performance paradigm.
While inter-industry studies found useful stylized facts about
market structure and performance such as a positive relationship
between profit ratio and concentration, interpretation and mea-
surement problems have been raised by many researchers.

In particular, the rehability of the accounting profit data and
the existance of more than one plausible structural interpretation
of estimated parameters are regarded as fundmental difficulties
of cross—section studies(Schmalensee, 19883). Given this dissatis—
faction with the basis of the inter-industry studies and the rapid
development of economic theory and econometric methods to-
gether with the rising importance of industry specific regula—
tions, intra-industry or firm-level studies have come to domi-
nate recent empirical studies of market power.

In contrast to the previous inter-industry cross-section stu-
dies, the new prnpirical studies in industrial organization(NEIQ)
recognize the individual details of the industry is believed to



have distinctive effects on firm or industry conduct. While the
cross—section industry studies assume firm conduct is sys-
tematically related to market structure, the NEIO treat firm or
industry conduct as something to be inferred from the data.
Thus, the main objective of this study is centered on the esti-
mation of the parameters which measure the degree of com-
petition in Korean manufacturing sector.
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