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Abstract: The bankruptcy of a fast-growing logistics provider claiming to have a 
remarkable market share can seriously shock the customers and the 
business community. On choosing the next provider, they will pay more 
attention to company size, growth and corporate performance indicators. 
Do they affect one another and, if yes, to what extent? Is there a direct or 
an inverse effect? What is the ‘measure of competition’ in the logistics 
service providing sector? 

It is widely discussed whether time-based competition and through it the 
enhancement of market concentration has favourable or adverse effects on 
the profitability, productivity and efficiency of companies. Several 
researchers have found a positive relationship between market 
concentration and profitability as well as efficiency. However, both 
theoretical and empirical research confirms that, on markets with moderate 
technological development and innovation (e.g. logistics), where lots of 
players are involved in the activities and competition works efficiently, the 
margin approaches zero. In such cases, the price–cost margin can indicate 
the strength of competition relatively well. 

The statement that can be found in international literature and that can be 
observed in the Hungarian practice as well – that is, along with the increase 
of competition, the price–cost margin decreases – is backed up by the 
analyses carried out in database. The connection between the concentration 
of the class, the price–cost margin and profitability can be proved. The 
correlation between price–cost margin and profitability indicators in highly 
concentrated classes is even stronger. Based on the calculations with the 
2001–2006 figures of companies belonging to the economic sector and 
having double-entry book-keeping, we could rather say that productivity 
can be increased by enhancing market share, and not that market share can 
be enhanced by increasing productivity. 
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1. Introduction  

Outsourcing logistics functions is an important issue in Hungary;  even these daysit has 
become easier to find a suitable service company over the past 10 years, as there has 
been considerable growth in the service market. Meanwhile, competition among service 
providers has strengthened. More and more multinational service providers have 
appeared and, during this period, several small enterprises have ‘grown up’ to become 
medium-sized enterprises. (In the meantime, independently of the global financial 
competition, some companies have filed for bankruptcy.) 

Is there a reason why customers give preference to bigger service providers? What is 
their reason based on? This study examines the effects of market competition and the 
concentration growth caused corporate performance indicators. In addition, it tries to 
answer the hen or egg question of whether efficiency increases with the growth of the 
company size and the market share, or just the opposite: a company starts to grow 
through the increase in efficiency. 

Our research was based on own data collection and the data to be found at the Registry 
Court and KSH (the Hungarian Central Statistical Office) of companies with double-
entry book-keeping in the logistics sector. 

2. Competition and its measurability  

Researchers dealing with economics have been interested in the role of competition and 
its influence on economic efficiency for a long time. Most of them emphasize the 
‘beneficial’ role of competition, although competition is not omnipotent, which is 
proved by the financial world crisis at the end of 2008, for example. Competition can be 
linked to certain markets (e.g. the market of logistics services). 

A market can be described on the basis of its structure, form, size and the number of 
players. These factors determine the possibilities of the players and the strength of the 
competition. The forms of the market can be judged by the number of sellers and 
buyers, whether it is easy or difficult for new players to enter the market and whether a 
player is able to influence the market price alone. The two extreme forms of market 
competition are perfect competition and pure monopoly. In one of the most well-known 
transitional market situations, some companies knowing one another and being able to 
adapt to one another compete on the given market. This is called a multi-participant 
oligopolistic market. 

A basic issue of the literature dealing with the relationship between competition and the 
performance of companies is defining the intensity of competition numerically. 
Competition is hard to measure directly. For the lack of exact index numbers, empirical 
studies attempt to demonstrate the intensity of competition based on an observable 
factor relating to competition indirectly. On the literature studied, we can declare that 
there are no universal index numbers that could give a really reliable picture of the 
extent of competition on a given market. 
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2.1. Index numbers of competition intensity 

Of the indicators used for measuring competition, we can distinguish between static and 
dynamic index numbers. Static indexes provide information on the state of a given 
market at the time of the investigation, whereas dynamic indexes are applied to show 
the changes taking place on the market. The indicators based on the demography 
(establishment and closing down) and the market share changes of companies can 
provide further useful information on the intensity of competition. 

In addition to and completing static and dynamic index numbers, several other 
approaches to assessing the extent and trends of competition can be found while 
studying the literature. Among others are index numbers demonstrating the existence of 
certain institutional conditions, the regulation level of the market or freedom of 
international trade and innovation. 

We focus on the following indicators used for measuring market structure: a) 
concentration rate (CR), b)  Hirschman–Herfindahl index (HHI) and c) Lerner index (L) 
or price–cost margin (PCM). 

2.1.1.  Concentration rate 

The concentration rate shows what percentage the largest companies have of the total 
production or total turnover of a market. The concentration rate can be calculated on the 
2, 4, 8, 16, etc. largest companies relating to the division and class concerned. The CR4 
and CR8 indexes of the logistics division are in columns 3 and 4 of  Table 1. 

2.1.2.  The Hirschman-Herfindahl index 

The Hirschman-Herfindahl index is the index number of market concentration in the 
industrial sector, which is calculated by squaring and summing the market share of each 
firm. The maximal value of the index is 10 000 (1002).1 The HHI index is shown in the 
last column of Table 1. 

There is a strong correlation between the concentration rates calculated with Hungarian 
corporate data on class level. The strongest relationship (r = 0.984) is between CR4 and 
CR8, but there is a close connection between CR4 and the HHI index (r = 0.796), as 
well as CR8 and the HHI index (r = 0.722). Correlations are significant at level 
p<0.001.  

 

                                                           
1 In compliance with the Merger Guide, we speak about moderate concentration if the index is 
between 1000 and 1800, and concentration if it is over 1800.  

 http://www.usdoj.gov/atr/public/guidelines/horiz_book/15.html 
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Table 1. The nine most highly concentrated classes in the section Transportation, 
warehousing, post, and telecommunications in Hungary in 20062 

Class Company CR4 CR8 HHI 

Scheduled air transportation 12 99,09 99,97 8 273 

Rail transportation 17 97,95 99,49 4 309 

Support activities for air 

transportation  32 96,79 98,27 4 337 

Non-scheduled air 

transportation 55 87,18 94,93 3 695 

Telecommunications 650 71,58 82,88 2 027 

Courier mail activities 371 69,86 75,21 1 891 

Inland water transportation 71 67,46 81,54 1 300 

Support activities for water 

transportation  39 61,68 80 1 201 

Support activities for ground 

transportation 190 59,38 71,08 980 

 

2.1.3. Lerner index 

The Lerner index is an indicator determining the market power of the company as the 
difference between price and marginal cost. The higher the Lerner index, the more 
market power the company has, as the company needs more and more power to be able 
to deviate from the price equal to the marginal cost. 

                                                           
2 The table includes the classes, which had more than eight companies operating in 2006. For the 
sake of completeness, all the classes of the section are listed in the table of Appendix 1. 
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2.1.4. International empirical studies on the above indicators 

In empirical studies, both the concentration rate and the Lerner index are frequently 
applied (to measure competition). See for example: [COLLINS, N. R. – PRESTON, L. 
E. 1966, 1969; SAVING, T. R. 1970; ORNSTEIN, S. I. 1975; ROSENTHAL, R. W. 
1980; DOMOWITZ, I. et al. 1986, 1988; AMIR, R. – LAMBSON, V. E. 2000; NEVO, 
A. 2001], etc. 

However, not all the publications we have studied led to an unambiguous result. 
ORNSTEIN’s investigations [1975], for instance, justified COLLINS and PRESTON’s 
[1966, 1969] conclusions, stating that, in the industrial sector manufacturing of 
consumer goods,3 the Lerner index shows statistically significant results with market 
concentration trends, but in sectors producing durable consumer goods, the results did 
not prove to be significant. Similarly, no significant relations could be detected in more 
capital-intensive divisions. 

DOMOWITZ [1986] and his co-authors came to the conclusion that, in the 1970s, there 
was a dramatic narrowing of the spread between the average price–cost margins of 
concentrated and non-concentrated divisions in the USA. The change in the spread 
between the margins of concentrated and non-concentrated sectors can be largely 
attributed to the different changes of adaptation and demand, which suggests that, in the 
explanation of price–cost margin fluctuation, the aggregate impact of demand is of 
greater importance than the effects of local demand [DOMOWITZ, I. et al. 1986]. 

Nevertheless, both theoretical and empirical research supports the hypothesis that, on 
markets characterized by moderate technological development and innovation, with lots 
of players, where competition functions efficiently, the margin approaches zero. In such 
cases, the price–cost margin can indicate the strength of competition well. A value close 
to zero indicates strong competition, whereas higher values point to the weakness of 
competition. The higher the index value, the weaker the competition. (We proved this 
thesis through utilizing the – independent – international research results of the 1990s. 
For this purpose, we could not find more recent publications.) 

The vast majority of the empirical studies found on the effect of market share on 
profitability published in the last decades confirmed a positive correlation. The increase 
of productivity showed different extents taken as a function of the features of the 
samples, the methodology and the model applied, but according to the conclusions 
drawn from the studies, the increase in market share is equal to the rise in profitability 
[SZYMANSKI, D. M. et al. 1993].4  

• Shepherd [1972] also found a positive and significant link between market share 
and profitability, but the relationship among companies in the service sector 
appeared to be stronger than among those in the production sphere. He pointed out 

                                                           
3 For more about ‘nondurable goods’, see for example: 
http://www.census.gov/epcd/naics02/def/NDEF424.HTM. 
 
4 The authors examined 28 other studies on the relationship between market share and 
profitability, but they did not include the extent of the effect [SZYMANSKI, D. M. et al. 1993].  
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the variability of the connection between market share and profitability, dividing 
the period under survey into parts. More profitable companies lost some of their 
market share later [Shepherd, W. G. 1972]. 

• Nickell et al. [1992] believe that productivity growth is usually stronger in the case 
of companies with a large market share [Nickell, S. J. et al. 1992]. Nickell later 
[1996] adds that this growth effect is a cross-sectional result; therefore, it is not free 
from the problem that, in the long run, companies producing a relatively high rise in 
productivity usually grow faster and gain a larger market share. Thus, it cannot be 
regarded as an original competition effect [Nickell, S. J. 1996]. 

• HAY and LIU [1997] say that the shifts of market shares are connected with the 
levels of efficiency, the price flexibility of demand and the company management, 
as well as with the number of companies on the market. If the competitor uses 
similar prices, the equation applied by the authors suggests that the market share of 
a company is in direct proportion to its relative costs; furthermore, the share of the 
players on the market decreases if the number of companies goes up. The shifts of 
market shares, or in other words, the reallocation effect, is less marked if the 
number of companies was originally high. It can also be concluded from the 
equation that, if the price flexibility increases or competitors’ reaction regresses, 
efficient companies gain market share at the expense of the less efficient ones  
[HAY, D. A. – LIU, G. S. 1997]. 

• HALPERN and KŐRÖSI [2001] examined the relationship between efficiency and 
market share in the Hungarian corporate sector over the period 1990–1998. In their 
study, in order to measure concentration, they used the reciprocal of the number of 
companies operating in the classes [HALPERN, L. – KŐRÖSI, G. 2001]. In the 
period we examined, the concentration rate derived from the number of companies 
can mainly be connected with the HHI index. If we make the calculations 
concerning groups and classes (less aggregate data), the relationships between the 
indicators slightly weaken. 

We would like to add to the above facts that – as supply chain management is emerging 
– it is not only the ‘market share’ that is interesting for a logistics service provider. 
Being embedded in the chain, the degree of dominance or the offer of supplementary 
value added services (postponement, vendor managed inventory (VMI), etc.) might 
have the same importance. Measuring supply-chain-wide efficiency will definitely be 
the great challenge of the next five to ten years. 

2.2. The basic model of our calculations  

Besides the concentration rate, the price–cost margin is one of the most frequently used 
index numbers for measuring the intensity of competition. In the model of economic 
theory describing a perfectly competing market, none of the players depart from the 
market price, which will be equal to the marginal cost in the long run. In a monopoly, it 
is only the demand that can limit the trend of prices; therefore, the less elastic the 
demand for a product, the bigger the market power and the price–cost margin of the 
company in a monopolistic position.   
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COLLINS and PRESTON [1966] explain the differences in the price–cost margins 
(PCM) of industries with the following model: 

Y tu = α + β1 CR4tu + β2 CR4tu
2 + β3 IGEODtu+ β4 K_S_Rt0 + β5 Gtu/t0 

Y tu = price–cost margin (PCM) in the last year of the examined period. 

CR4tu = concentration rate calculated on the four largest companies of the class in the 
last year of the examined period. 

IGEODtu = index of geographical dispersion. 

K_S_Rt0 = value of total assets output in the first year of the examined period. 

Gtu/t0 = percentage change in the output of classes over the examined period. 

The price–cost margin (PCM) was defined in two different ways. When calculating the 
numerator of PCM1, staff costs and material costs are deducted from the periodic output 
corrected with the variation in stocks; in the case of PCM2, besides material costs, 
material-type expenditures are also deducted. In both cases, the denominator is the 
periodic output corrected with the variation in stocks. 

The index of geographical dispersion was calculated concerning the last year of the 
examined period as the sectoral sum of the absolute differences between the aggregated 
percentage of industry output on a regional level and the percentage of population in 
that region. The higher the geographical dispersion, the smaller the index5. 

In the value of total assets output (K_S_Rt0), the difference between the asset 
intensiveness of class output is taken into consideration. The quantity of assets 
(particularly the ratio of current assets and tangible assets, and intangible assets) can 
influence the trend of the price–cost margin differently.  

3. The database examined 

We worked with the data of 2001–2006, aggregated on class level, of companies having 
double-entry book-keeping, with respect to the classes operating in the Transportation, 
warehousing, post, telecommunications sector. We measured corporate performance 
using the average values, calculated in the class, of profitability indexes widely applied 
in foreign literature (ROE, ROA, ROS)6 and the gross value added per capita7 index. 

                                                           
5 ROE = EBIT / [(Equity t + Equity t-1) / 2], EBIT  = Company’s usual profit + Interests to be paid 
and other interest-type expenditures – Other interests received and interest-type revenues; ROA = 
EBIT / [(Total assets  t + Total assets  t-1) / 2]; ROS = EBIT / Net sales revenues. 
6 
7 With the balance of taxes on products and subsidies on products, the gross value added index 
shows the company’s contribution to GDP. 
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In the I Transportation, warehousing, post, telecommunications economic sector8 
examined in our study, there were 13 746 companies having double-entry book-
keeping, which is less than four (3.79) % of all the companies having double-entry 
book-keeping that filed a tax return in 2006. The companies in this sector employed 
more than two hundred and twenty thousand people (which is 9.89% of the people 
employed by companies having double-entry book-keeping that filed a tax return in 
2006), and produced nearly seven per cent of net sales revenues (6.60%), while they 
generated almost twelve per cent (11.52%) of the gross value added. 

From Table 2, we can establish that, following the Post, telecommunications division, 
the companies having double-entry book-keeping in the Road cargo transportation 
class belonging to the Ground pipeline transportation division produced nearly fifteen 
per cent of the sector’s contribution to GDP, while almost twenty per cent of the people 
working in the sector were employed here. In 2006, this class included the majority of 
micro and small enterprises9 as well, as much as nearly ninety-seven per cent (96.5%) of 
such companies in all classes. 

 

Table 2 Characteristic data of divisions in 2006 

Division Company 
Assets 

(M HUF) 

Full time 
employees 

Gross value 
added           

(M HUF) 

60 Ground pipeline transportation  8 126 2 176 412 131891 476 343 

61 Water transportation 95 21 039 1193 4 193 

62 Air transportation 89 91 708 2439 8 987 

63 Supplementary activities for 

transportation, travel organizing 
4 115 1 370 028 29744 202 657 

64 Post, telecommunications 1 321 1 892 590 59376 632 111 

Total: 13 746 5 551 776 224643 1 324 291 

 

While, regarding the economic sector, according to the database available, the annual 
average growth in the number of companies was over thirteen per cent (13.34%), the 
gross value added only increased by 8.44% a year on average in the examined period. 

                                                           
8 The study was made based on the classification of TEÁOR’03 (name of the previous 
classification system). From 2008, the European Union prescribes for all Member States the 
compulsory adoption of the new activity classification in statistical data collection and 
registrations. The documents of the Hungarian equivalent of NACE Rev 2, TEÁOR’08, are 
accessible on the homepage of KSH (Hungarian Central Statistical Office): http:///www.ksh.hu/ 
under Services/Classifications. 
9 In compliance with the specifications in Act XXXIV of 2004 on small and medium-sized enterprises and 
supporting their development. 
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In the Road cargo transportation class, the annual average growth in the number of 
companies of nearly fourteen per cent (13.96%) also appears in the rise in the gross 
value added (13.01%). It can also be pointed out that, while the number of employees 
fell by more than one per cent (1.31%) in the sector, in the Road cargo transportation 
class, it rose by nearly forty-four per cent (43.94%) between 2001 and 2006, which 
means an annual average increase of 7.56% in the examined period. 

4. Empirical results of the investigation 

In the course of the literature review, we explored the ways of demonstrating corporate 
competition. Based on the databases available, using the SPSS 15.0 for Windows 
program package, we carried out descriptive statistical calculations, comparing analyses 
of divisions and classes and comparing ratio analyses, as well as regression and variance 
analysis (ANOVA), in accordance with the mathematical methods used in the literature. 
Following the development of the basic model to be described, in addition to the 
compliance conditions of the regression analysis, the validity of the model in use was 
checked, too. 

Similarly to the sample of COLLINS and PRESTON [1966], the values of the 
parameters received indicate a negative relation among concentration, the value of total 
assets output and the price–cost margin; moreover, the release growth of the classes 
shows a significant relation with the price–cost margin. 

The parameters received on the basis of the model run on the 2001–2006 class data of 
companies in the I Transportation, warehousing, post, telecommunications sector, if  R2 
= 66.8%,10 are as follows (see Table 3).  

 

Table 3. Testing the initial model with Hungarian data 

Coefficients a

,338 ,047 7,156 ,000

-,009 ,002 -1,350 -4,597 ,000

5,09E-005 ,000 ,916 3,159 ,002

,006 ,000 ,834 13,600 ,000

-,013 ,008 -,125 -1,549 ,124

,000 ,000 ,542 6,509 ,000

(Constant)

CR4t6

NNCR4t6

IGEODtu

K_S_Rt0

Gtut0

Model
1

B Std. Error

Unstandardized
Coefficients

Beta

Standardized
Coefficients

t Sig.

Dependent Variable: PCM106a. 

 

 

In this form, the model with explanatory power of about 70% does not meet the 
requirements of regression analysis perfectly. The concentration rate (CR4t6) and its 

                                                           
10  The unbiased estimator of the explained proportion of the statistical population. 
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square indicate a rather strong correlation (r = 0.977) and, looking at Table 3, we find 
that the value of total assets output (K_S_Rt0 ) is not significant. 

During the further development of the model, considering the models of COLLINS and 
PRESTON [1969], ORNSTEIN [1975] and DOMOWITZ et al. [1986], by omitting the 
square of the concentration rate (NNCR4t6) from the basic model and replacing the 
dependent variable with the price–cost margins of the specific business years, we 
obtained the following regression equation: 

Y ti = α + β1 CR4t6 + β2 IGEODtu + β3 K_S_R t0 + β4 G tu/t0 

Y ti = price–cost margin (PCM1) in class i in year t. 

CR4t6 = concentration rate calculated on the four largest companies of the class in the 
last year of the examined period. 

IGEODtu = index of geographical dispersion. 

K_S_Rt0 = the value of total assets output in the first year of the examined period. 

Gtu/t0 = percentage change in output of classes over the examined period. 

The explanatory power of the model slightly fell (R2 = 62.6%), but its reliability 
improved remarkably. The standard error of the estimation is rather low, which 
indicates that the model can estimate quite well. The significance of the F-test also 
verifies the existence of the relation, and in the t-test, on the basis of the significance of 
the variables determining the slope, the explanatory variables really influence the value 
of the dependent variable (see Table 4). 

 

Table 4. Parameters of the developed model 

Coefficientsa

,337 ,043 7,924 ,000

-,003 ,000 -,517 -7,945 ,000

,005 ,000 ,702 11,651 ,000

-,022 ,008 -,218 -2,610 ,010

,000 ,000 ,683 8,062 ,000

(Constant)

CR4t6

IGEODtu

K_S_Rt0

Gtut0

Model
1

B Std. Error

Unstandardized
Coefficients

Beta

Standardized
Coefficients

t Sig.

Dependent Variable: PCM1a. 
 

 

According to the beta values, the price–cost margin is the most strongly influenced by 
geographical dispersion (IGEODtu) and the percentage change in class output (Gtu/t0). 
Similarly to the model of COLLINS and PRESTON [1966], concentration (CR4t6) 
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shows a negative relation to price–cost margin and to the value of total assets output 
(K_S_Rt0) as well. 

Applying the concentration rate of the eight largest companies instead of the 
concentration rate calculated on the four largest companies (CR4t6) as an explanatory 
variable, the explanatory power (R2) of the model is 62.1%. 

In the course of regression analysis, the compliance of the model can only be declared 
after checking the fulfilment of numerous conditions: a) there are no correlation 
coefficients of high value among the explanatory variables and the ‘tolerance’ indexes 
are also favourable, so there is no multicollinearity either; b) residual variance seems 
constant, too, and the residuals have a normal distribution according to the histogram, 
which is confirmed by the Kolmogorov–Smirnov (K–S) one-sample test.11  

In his model, ORNSTEIN [1975] used the price–cost margin to measure profitability, 
supposing that the ratio of the assets output has a bigger influence on the price–cost 
margins of industry sectors than concentration. In the ‘logistics’ economic sector we 
examined, according to the Hungarian company database, this statement is not 
verifiable because, in our model, the beta value of assets output (K_S_Rt0) is smaller 
than the concentration rate (CR4t6). 

The explanatory power of the model can be further increased if the labour productivity 
of classes is also involved in the independent variables (R2 = 65.9%) (see Table 5). 

 

Table 5. Summarising table of the model supplemented with productivity index 

Model Summary

,821a ,674 ,659 ,11525 ,674 44,299 5 107 ,000
Model
1

R R Square
Adjusted
R Square

Std. Error of
the Estimate

R Square
Change F Change df1 df2 Sig. F Change

Change Statistics

Predictors: (Constant), VTK_M1, CR4t6, IGEODtu, K_S_Rt0, Gtut0a. 
 

 

In classes where the intensity of competition rose in the first half of the examined period 
(PCM1 fell), the profitability indexes and labour productivity are significantly lower 
than in classes where the intensity of competition lessened.12 In the second half of the 
examined period (2004–2006), we obtained similar results, but the differences are not 
significant any more. 

If we investigate the performance of companies as a function of concentration, we 
obtain significantly higher values of both average profitability and labour productivity 
of companies in classes with higher concentration (CR4>70%). 

                                                           
11 The calculations were made by the SPSS 15.0 program package. 
12 For lack of normality of the analysed variables, besides variance analysis and a t-test, we made 
the calculations with non-parametric tests, too. 
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We can also state that, in classes showing a decreasing price–cost margin, both 
profitability indicators and labour productivity are lower than in classes with an 
increasing margin. Dividing the examined period into two parts, years 2001–2003 and 
2004–2006, in classes showing increasing competition, the average profitability (ROA, 
ROE) is significantly lower than in less competing ones in the first half of the examined 
period. In classes with higher concentration (over 70%), bigger values of profitability 
can be detected than in less concentrated ones. 

In the second half of the examined period (2004–2006), however, in classes with lower 
concentration and increasing competition, the average profitability (ROA, ROS) is 
higher, whereas in classes with higher concentration (over 70%) and decreasing 
competition, these values are higher. Consequently, in the whole period examined, in 
highly concentrated classes, the relation between price–cost margin and profitability 
indicators is much stronger.13 

There is a positive, significant relationship between labour productivity, profitability 
indicators and the price–cost margin of company data, too, within the examined period. 
Dividing the price–cost margin into quartiles, based on ROA and ROE indicators, the 
profitability of companies in the lower quartile is smaller than in the upper quartile (see 
Figure 1). 

                                                           
13 In which classes did competition increase or decrease between 2001 and 2003?: 
Increasing competition (decreasing price–cost margin) On class level 
60.10 Railway transportation, 60.22 Taxi passenger transportation, 62.20 Non-scheduled air 
transportation, 63.12 Storage, warehousing, 63.30 Travel organizing 
Decreasing competition (increasing price–cost margin) On class level 
60.23 Other ground passenger transportation, 61.20 Inland water transportation, 62.10 Scheduled 
air transportation, 63.21 Other support activities for ground transportation, 63.22 Other support 
activities for water  transportation, 64.11 National postal activities, 64.12 Courier mail activities, 
64.20 Telecommunications 
In which classes did competition increase or decrease between 2004 and 2006?: 
Increasing competition (decreasing price–cost margin) On class level 
61.20 Inland water transportation, 63.12 Storage, warehousing, 63.40 Forwarding, 64.11 National 
postal activities, 64.12 Courier mail activities 
Decreasing competition (increasing price–cost margin) On class level 
60.10 Railway transportation, 63.22 Other support activities for water transportation 
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Figure 1. Profitability indicators in the quartiles of price-cost margin 

While the profitability indicators (ROA, ROE) decline in the quartiles of the price–cost 
margin, labour productivity rises. In higher price–cost margin (PCM) quartiles, the 
average value of labour productivity is higher. A significant difference can be seen 
between the values of individual quartiles. In the examined period, indicators increase in 
every quartile year by year, which, with some exceptions, indicate a significant 
difference even between individual years and quartiles. 

Looking at the tendency of labour productivity and profitability, we can state that the 
profitability of companies able to enhance labour productivity in each year of the 
examined period also increased, whereas the profitability of companies with decreasing 
labour productivity decreased. A significant difference can be observed between return 
on sales and return on equity (ROS, ROE) as well. 

We can point out increasing labour productivity among companies showing rising 
profitability (ROA, ROE, ROS); the labour productivity of companies showing 
decreasing profitability, however, decreases in a strictly monotone manner. Between the 
two categories of companies, a significant difference can be noticed in the trend of 
labour productivity. 

As far as the market share of companies is concerned, it can be laid down as a fact that 
an increase in market share resulted in profitability growth in the examined period. 
While the profitability of market-losing companies decreased steadily, the profitability 
of market-gaining ones rose dynamically. A significant difference can be calculated 
between the profitability of the companies classified into the two categories. 

5. Conclusions 

Companies increasing their market share were able to raise their labour productivity, 
whereas the indicators of ‘market losers’ began to fall. While this drop was not 
significant for the ‘losers’ in the years of 2001–2003, the tests showed a significant 
difference in the case of market gainers. We can also conclude from the results of the 
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calculations that the average labour productivity of companies increasing their market 
share exceed the labour productivity of market share losers by the end of both the first 
and the second halves of the examined period. This rather refers to the fact that an 
increase in market share leads to the enhancement of productivity. (Market share, 
however, can be increased much less by enhancing productivity!) 

This statement is also reinforced by the results obtained from the investigation into 
labour productivity and corporate market share. The market share of companies 
showing decreasing labour productivity in the examined period decreased, too, but 
companies able to enhance their productivity could not increase their market share 
significantly, either. The results of the separate analysis of the first and second parts of 
the examined period provide further support to the above. 

The calculations in connection with profitability have similar results. The market share 
of companies with decreasing profitability fell significantly, while not even a slight 
increase in the market share of companies with growing profitability can be detected in 
the case of every indicator. 

Looking at the above results, we can imagine that these will be somewhat surprising for 
company strategy makers. Nevertheless, these are only Hungarian data. We are aware of 
the need for international comparison, which we intend to execute in the following 
period. 
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Appendix 1  

Supplement to table 1 

I Transportation, warehousing, post, telecommunications section includes 5 divisions 
and 20 classes. 

 

Divisions TEÁOR’03 (two digits): 

60   GROUND, PIPELINE TRANSPORTATION 

61   WATER TRANSPORTATION 

62   AIR TRANSPORTATION 

63   SUPPLEMENTARY ACTIVITIES FOR TRANSPORTATION, TRAVEL ORGANIZING  

64   POST, TELECOMMUNICATIONS 

Classes TEÁOR’03 (four digits): 

   60.10 Rail transportation 

   60.21 Other scheduled ground passenger transportation 

   60.22 Taxi passenger transportation  

   60.23 Other ground passenger transportation 

   60.24 Road cargo transportation 

   60.30 Pipeline transportation 

   61.10 Sea transportation 

   61.20 Inland water transportation  

   62.10 Scheduled air transportation 

   62.20 Non-scheduled air transportation  

   63.11 Cargo handling 

   63.12 Storage, warehousing 

   63.21 Other support activities for ground transportation  

   63.22 Other support activities for water transportation  

   63.23 Other support activities for air transportation  

   63.30 Travel organizing 

   63.40 Forwarding 

   64.11 National postal activities 

   64.12 Courier mail activities 

   64.20 Telecommunications 

 

Taking all divisions into consideration table 1 is modified as follows (in decreasing order of CR4): 
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Class A B 
CR4 
(%) 

CR8 
(%) 

MCR
8 (%) HHIT4 C 

6030 Pipeline transportation  1.83% 4 100 100 . 9 998 0.25000 

6411 National postal activities 4.30% 1 100 100 . 10 000 1 

6210 Scheduled air transportation  3.35% 12 99.09 99.97 0.88 8 273 0.08333 

6010 Rail transportation  8.55% 17 97.95 99.49 1.55 4 309 0.05882 

6323 
Other support activities for air 
transportation  1.59% 32 96.79 98.27 1.49 4 337 0.03125 

6110 Sea transportation  0.02% 8 93.86 100 6.14 2 869 0.12500 

6220 
Non-scheduled air 
transportation  0.69% 55 87.18 94.93 7.74 3 695 0.01818 

6420 Telecommunications  29.32% 650 71.58 82.88 11.3 2 027 0.00154 

6412 Courier mail activities 1.07% 371 69.86 75.21 5.35 1 891 0.00270 

6120 Inland water transportation 0.38% 71 67.46 81.54 14.08 1 300 0.01408 

6322 
Other support activities for 
water transportation 0.05% 39 61.68 80 18.32 1 201 0.02564 

6321 
Other support activities for 
ground transportation 0.91% 190 59.38 71.08 11.69 980 0.00526 

6312 Storage, warehousing 2.97% 329 48.01 58.54 10.53 1 168 0.00304 

6021 
Other scheduled ground 
passenger transportation 5.52% 97 46.48 61.8 15.33 1 073 0.01031 

6022 Taxi passenger transportation 0.12% 288 44.61 62.28 17.66 733 0.00347 

6311 Cargo handling 0.50% 115 29.34 46.65 17.32 393 0.00870 

6330 Travel organizing 5.56% 1076 20.25 31.38 11.13 180 0.00093 

6023 
Other ground passenger 
transportation 0.75% 595 17.32 24.96 7.64 176 0.00168 

6340 Forwarding 14.19% 1436 14.07 23.33 9.26 116 0.00070 

6024 Road cargo transportation  18.33% 5885 11.87 16.14 4.26 68 0.00017 

A - Breakdown of turnover 

B - Number of companies 

C - Hconc* (1/number of companies) 

 


