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1  The theory of SinoTERM

The equation system of SinoTERM is similar to other models of the TERM family and is described in Horridge et al. (2005). SinoTERM’s additional features include:

· Full input-output databases, inter-regional trade matrices and behavioural equations for each province, so that prices and quantities are solved uniquely for each region. 

· The master database of 137 sectors and 31 provinces and municipalities includes very detailed margins information: 8 margin goods are distinguished, covering Rail, Road, Water and Air freight costs, as well as the costs of Pipelines, Warehousing, Trade (retail+wholesale) and Insurance. 

· We include detailed tax matrices, to allow for the possibility that tax rates on a particular good might vary both between regions and users. 

· To reduce simulation times, we have automated the aggregation of sectors and regions to reduce the database size. The file aggmod.har is an aggregation to 47 sectors and 31 regions. Despite the aggregation, this database contains more sectoral detail for agriculture than the input-output table published by the National Bureau of Statistics (NBS) (2007).

2 Preparation of the SinoTERM database (year 2002)

How did we devise the largest input-output dataset ever constructed for China – around six million numbers? In a nutshell, our approach is:  for a bottom-up model, use top-down data – but with lots of sectors and regions.
The following is a brief summary of the procedure to devise the master database:

· We used data from FAO (2006) to split agriculture and food into more sectors, expanding the 122 sectors of the published table for 2002 to 137.

· The split of the expanded national database into many regions is based on regional shares (for each of the 137 sectors) of national output, household consumption (both rural and urban households), government spending, and international exports and imports. To obtain these regional shares, we relied heavily on the NBS (2007) yearbook. Other sources included USDA (2006) and some inputs from Chinese collaborators.

· We defined a subset of the sectors (services such as Education, Health and Sports) as relatively non-traded between regions. Regional shares were adjusted for such sectors to increase the home region supply.

· The methodology described in Horridge et al. (2005) was used to split the national input-table database into 31 regional IO tables, and to construct inter-regional trade matrices. A key assumption with this approach is that industry technologies are similar in different regions; regional shares of national activity provide the basis for regional input-output information. That is, no regional information overrides the national database. 

· The resulting tables imply excess supplies and excess demands at the regional level. We use the gravity assumption (trade flows are inversely proportional to distance travelled) to distribute excess supplies and meet excess demands.

· The entire procedure is highly mechanised. A version of the programs used in the data generation process is downloadable from archive item TPMH0067.
3 Details of the present aggregation

The file aggmod.har in the zip archive contains 47 sectors and 31 regions. These sectors map to the original 137 sectors as shown in the table below

4 The demonstration simulation

The file term.cmf contains a long-run scenario in which farm productivity is improved by 5%. The basis for such a simulation might be renewed emphasis in Chinese policy on farmer education and agricultural R&D.
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The Sectoral Aggregation


47 Sectors
 Original 137 sectors

1
SoybeanCorn
 SOYBEANS CORN

2
WHEAT
 WHEAT

3
RiceMillet
 RICE Millet

4
VEGETABLES
 VEGETABLES

5
FruitGrapes
 APPLES Citrus Grapes

6
OtherCrops
 OtherCrops Cotton OtherAg

7
Pigs
 Pigs

8
SheepGoats
 SheepGoats

9
OthLivestock
 OthLivestock

10
Pork
 Pork

11
OthMeat
 OthMeat

12
EggsMilk
 Eggs Milk

13
ForestFishg
 Forest Logging Fishing

14
Mining
 CoalMineProc CrudeOilGas FerrOre NFerrOre SaltMine NMtlMine

15
GrainMillOil
 GrainMillOil

16
AnimalFood
 AnimalFood

17
VegetOils
 VegetOils

18
OtherFood
 SugarRef OtherFood

19
FishProc
 FishProc

20
DrinksTobaco
 Wines OtherBev Tobacco

21
Textiles
 CottonTextil WoolTextiles SilkTextiles TextProc KnitMill

22
ClthShoeLthr
 ClothesShoes Leather

23
Sawmills
 Sawmills

24
Furniture
 Furniture

25
PaperPrint
 PaperProd Printing

26
OtherManuf
 CultureGoods ToysSportEqp Coking BasicChem Fertlizr Pesticide PaintsDyes OrganChem SpecChemical ChemDly Medicine ChemFibre RubberPrd PlasticPrd Cement Glass China Fireproof

27
PetrolRef
 PetrolRef

28
NMtlMinPr
 NMtlMinPr

29
MetalPrds
 IronSmelt SteelSmelt SteelProc AlIronSmelt NFerrSmelt NFerrProc IronProc

30
OtherManufac
 Boilers ArtsCrafts OtherManufac Scrap

31
Machinery
 MtlwrkMch SpeclMch AgrMchn

32
SplEqpNEC
 SplEqpNEC

33
RailEqp
 RailEqp

34
MotorVhcOthr
 MotorVhc MVParts Ships OthTransEqp

35
ElecComps
 Genratrs HhldElec ElcMchNEC ElecCommsEqp Computers ElctronEqp ElctronParts HomeVideoTV OthElecEqp Meters OfficeEqp

36
Utilities
 ElecSteam GasSupply WaterSupply

37
Construction
 Construction

38
RailTransprt
 RailPass RailFreight

39
RoadTrans
 RoadTrans

40
OtherTrans
 UrbanTrans WaterTrans AirPass AirFreight PipeTrns Warehousing

41
Communicatn
 Post Telecomms

42
FinPrpInsCom
 ComputSrvc Finance Insurance RealEstate Leasing CommerclSrvc

43
Trade
 Trade

44
HotelsDining
 Hotels Restaurant

45
Tourism
 Tourism

46
OtherSrvces
 Research TechSrvc GeolGeogTech WaterTechSvc PublicSrvc ResidentSrvc ArtsFilmTV Sports RecreatSrvc PublicAdmin

47
EduHltSocPub
 Education Health SocWelfare

