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PREFACE

Industrial policies are essentially about governmental instructions on and
adjustments to industrial economic activities. They are objectives for national
economic activities, guidelines to be followed, specific tasks to be completed,
and manners of work, general steps and specific measures to be taken, pro-
posed by the government on behalf of certain industrial sectors within a specif-
ic period of time. Modern history shows that industrial policies can be traced
back to capitalist countries after the Industrial Revolution. Different capitalist
countries adopted different industrial policies according to the efficiency of
market competition and level of economic development, exerting a great im-
pact on the industrial economy in modern history. It is safe to say that indus-
trial policies are a kind of economic policies widely adopted by countries.
They are important means to regulate and adjust industrial economic activities,
whether in capitalist countries from the early stage of the industrialization to
the heavy industrialization period or in socialist countries under the market
economy. However, the objective, scope, measures and effect of industrial
policies vary greatly in different stages and under different economic systems.
Policy makers, executants and the academic circles have different understand-
ing about industrial policies.

Since the beginning of the industrialization period, controversies over theo-
ries on industrial policies have never stopped, and empirical research to the

effect of industrial policies has never ceased. Whether an industrial policy is
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supported or disagreed, it is always used by the government to regulate the na-
tional economy. This role is being intensified in some developed countries.
Controversies over industrial policies are usually focused on their effectiveness
and subsequently the necessity for their existence. Analysis over the theoretical
basis for industrial policies is the basis for any research into their necessity of
existence, while effect evaluation is the criterion for testing theoretical basis.
Therefore, it is necessary to study the necessity for industrial policies and their
essence through theoretical basis and policy controversies and to examine their
effect and study their necessity and effectiveness from historical perspectives,
s0 as to provide the Chinese government with basis and conditions for formulation

and implementation of industrial policies. It is also the purpose of this study.

|

The basic methodology used in this paper is the examination and analysis
of theoretical basis for industrial policies through materialistic dialectics,
namely: to study industrial policies by means of historism methodology and
normative analysis to establish the prerequisite for economic decisions and the
basis for economic decision — making.

The study of the essential characteristics and development process of in-
dustrial policies from historical perspectives is the only way to understand the
formulation, implementation and effect of industrial policies. Through histori-
cal analysis, it is easy for us to understand the different effect of industrial
policies at different stages of history and in different countries. An overview of
industrial policies from historical perspectives provides an answer to the neces-
sity and effect of industrial policies, namely, the existence and effect of indus-
trial policies are inseparably connected to stages of history. Besides, it dem-
onstrates that industrial policies in different historical stages have different e-
conomic connotation.

In addition, normative analysis is an indispensable means to the study
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and discussion of industrial policies, as the industrial policy theory is an eco-
nomic theory on how to allocate economic resources. When selecting scarce e-
conomic resources for different purposes, we must first establish the principle
for “choosing”. This paper focuses on theoretical research through normative
analysis and empirical research through experience or cases, rather than em-
pirical analysis through econometric model. Of course, it is very important to
establish an interdisciplinary theoretical model and to design a corresponding
econometric model. However, the conclusion of the econometric model is still

reliant on value judgments through normative analysis.

1]

Without a full understanding of the essential characteristics and theoreti-
cal basis for industrial policies, it is impossible to establish referential eco-
nomic policies for the adjustment and development of industrial restructuring.
Therefore, this paper mainly focuses on the following five aspects:

Firstly, analysis on intrinsic meaning and structure of industrial policy.
From historical perspectives, the concept of industrial policies is dynamic.
The concept in different historical stages is compatible with the historical con-
ditions then. Their content and approaches vary significantly from country to
country and from stage to stage. In different countries and regions, attitudes
towards the implementation of industrial policies are reduplicate and dynamic.
The existing research literatures mainly focus on the general concept and study
of the effect of industrial policies, ignoring the deep insights and understand-
ing of industrial policies, resulting in the lack of identity of the research ob-
ject. Industrial policies are policies on the industry. Therefore, the concepts
of the “industry” and “policies” should be defined. Furthermore, industrial
restructuring, industrial development and industrial competence as the objec-
tive of industrial policies should be defined. In addition, the subject, object

and system of industrial policies should be further specified and the objective,
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means and characteristics of industrial policies be explained, which can help
better understand the true meaning of “industrial policies”.

Secondly, a review of the evolution and characteristics of industrial poli-
cies in major typical countries, a summary of such historical characteristics as
the universality of industrial policies, the marketization characteristic of policy
regulation and the implementation form of the policies as well as the intensifi-
cation of the related contents. Japan, US, UK, France, countries with transi-
tioning economies in East Europe, and China are selected as the objects in the
review. Japan is a typical country adopting industrial policies, and also
deemed as a country with considerable achievements in industrial policies. Al-
though the United States is an advocate for liberal economy and an opponent of
industrial policies in any form, its strong industrial competence has something
to do with its governmental support. Like the United States, the UK is an old
capitalist country, but its industrial competence is far behind that of the US.
Therefore, the UK industrial policies, competence policies and effect are ana-
lyzed. Like Japan, France is also a fervent supporter of industrial policies,
but its effect is not so remarkable, which is much related to its excessive inter-
vention, territorial logic and nationalization. Countries with transitioning econ-
omies in East Europe are very similar to China in economic restructuring, but
by totally distinct means. Serious economic downturn and market failure have
forced countries with transitioning economies in East Europe to adopt industri-
al policies, practically demonstrating the necessity for industrial policies.
From the foﬁnding of the People’s Republic of China (1949) to the Third Ple-
nary Session of the 11th Central Committee in 1978, top priority and preferen-
tial policies were given to achieve reasonable restructuring under the planned
economic system. However, influenced by the strategy of “fast overtaking”
there were acute conflicts between the height of industrial development and the
rationality of the industrial structure, although some achievements were a-
chieved. Since China introduced the reform and opening policies, along with

the improvement of market — oriented economy, China’s industrial policies
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have become more specific and feasible, and remarkable achievements have
been achieved. Through the above historical analysis and review over industri-
al policies in different stages, under different economic systems and in differ-
ent countries and regions, we can get a better understanding about the rela-
tionship between industrial policies and their economic and social backgrounds
as well as the inherent characteristics of industrial policies, such as the histor-
ical features, succession, selectivity and reality.

Thirdly, analysis over the necessity for existence of industrial policies
with dialectical method from the perspectives of the construction of the basis
for Three — level Theory of industrial policies. The “market failure theory”
and the “government failure theory” discuss the necessity for adopting indus-
trial policies on a basic level. The “market failure theory” is the basic theo-
retical basis for the existence of industrial policies, while the * government
failure theory” provides reasons for canceling industrial policies. The “back-
wardness advantage theory” and the “theory of comparative advantage” dis-
cuss dynamic industrial policies from the view point of the development of a
country or a region. The “backwardness advantage theory” advocates govern-
ment intervention in support of economic development and overtaking, while
the “theory of comparative advantage” advocates factor endowment for purpo-
ses of the development of local industrial sectors and opposes excessive inter-
vention through industrial policies. Based on the overtaking strategy, the “in-
ternational competition theory” focuses on enhancing international competi-
tiveness, taking the commanding height of high technology, and safeguarding
national or industrial security.

Fourthly, discussion on such industrial policy effect evaluation issues on
levels of “market and government”, “comparative advantages and backward-
ness advantages” and “industrial competition” from the perspectives of effect
evaluation on construction of the three levels for studying the industrial poli-
cies according to the theoretical basis of the industrial policies. In view of dif-

ferent voices existing with regard to evaluation on effectiveness of the industrial



