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Abstract

Since the reforms and opening to the outside world in the late
1970s, China has transformed from the traditional planned economy
system to the market — oriented economy system. During this period,
Chinese manufacture industry organization has taken a giant step in
number and scale. This book analyzes the evolution of Chinese indus-
try organization and competition efficiency. On these analyses the pa-
per puts forward some measures to promote workable competition of in-
dustries in China.

Competition is core of market system and the effectiveness of
competition determines the effect of market system. In some degree
high industry concentration and entry barriers decrease competitive de-
gree of industries while multiple ownership increases.

From the economy development process of developed countries,
we can see that incomplete competitions including monopoly and oli-
gopoly are more effective. Since the beginning of the 20th century sev-
eral M&A waves have greatly increased the industry concentration in
developed countries. Now oligopoly is dominant in those countries.
With the development of international market, the trend of industry
concentrating is still being strengthened and the economy competition
power of these countries have been promoted entirely at the same
time.

The evolution track of Chinese industry organization since 1980s

has shown that industry concentrating and ownership multiplying are
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still the main trend and the market performance will be promoted con-
tinuously. But the combination of administration monopoly and state
owned economy in some industries has increased the entry barriers and
decreased the competition efficiency as well as industry performance.
Now the pure economy entry barriers such as scale are not the most
important factor which affects the market structure of Chinese indus-
tries.

During the transformation from planned economy to market — ori-
ented economy, it is not the dilemma between scale economy and the
competition vigor, but the excessive competition and administration
monopoly that have led to the insufficient competition. The positive a-
nalysis shows that industry of excessive or insufficient competition has
distinctive characteristics, while industry of workable competition is
complicated and has no distinctive characteristics. The basic reason
lies in the way government regulating the resource disposal and the un-
der grown of factor markets.

According to these analyses, this book concludes that in order to
promote the effective competition and industry development, it is nec-
essary to apply policies promoting general competition and bringing a-
bout a fair competition environment as well as industry organization
policies concerning particular industry. Otherwise, the industry organ-
ization policies concerning particular industry will be unsuccessful un-

der distortional market environment.

Key words: Market Structure Workable Competition —Exces-

sive Competition Insufficienct Competition
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