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Provincial Industrial Business Cycles in China

Abstract: Based on the three industries data in provincial level, this paper em-
ploy a Bayesian dynamic latent factor model to estimate the country, region and
province dynamic factors, which coincide with the macroeconomic features and imr
portant regional facts in China Based on the results of variance decomposition, a
country factor is an important source of volatility for the secondary industry, and
the idiosy ncratic component is the most important for the volatility for the first and
third industries. We find that regional factors only have little influence on economic
fluctuations, and provincial factors play a little role in explaining fluctuations in the
first and third industries We also document the relationship between the character
istics of province and the difference in variance decomposition across provinces.
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