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Measurement of Price Elasticity on China’s Industrial
Water. Based on Marginal Productivity Model

CHEN Youyou® ,LI Tailong® , BAO Chaochao® , LI Hui fen", JIANG Junda®
(a. School of Science; b. School of Economics and Management, Zhejiang
Sci-Tech University, Hangzhou 310018, China)

Abstract: This paper measures price elasticity of industrial water in various provinces, central and
western regions according to cross-section data of 30 provinces, municipalities and autonomous regions in
Mainland China except Tibet. On the one hand, the paper uses marginal productivity model to calculate
marginal revenue from industrial water in various palces and agent industrial water; On the other hand,
the paper applies translog production function model to set up econometric model, in order to measure
price elasticity of industrial water. The result shows that the marginal revenue of industrial water in
various provinces is between 0. 946 yuan /m3 and 173. 168 yuan / m®, and the price elasticity of industrial
water fluctuates between 0. 019 and 0. 953; differences of water price leverage are apparent. Marginal
revenue and price elasticity of industrial water show a decreasing trend from east to west, and the gap
between eastern and western regions is obvious. This study aims to provide reference in policy-making of
China’s industrial water and reforms of water resource management system,

Key words: industrial water; price elasticity; marginal productivity; marginal revenue; industrial

water price
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