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Abstract

This paper presents a detailed analysis on how to realize harmony
development in Chinese dairy industries. Dairy industry includes three
procedures: unprocessed milk production, dairy processing, dairy
consumption which are tight connected with each other and have in-
herent development rules respectively. Unprocessed milk has to be
bacterium-free, processed and packed before it goes into consumer
market. Unprocessed milk production, dairy process, dairy consump-
tion are much more connected in compared to other industries. If any
program is out of line, it will affect the quality of fresh milk and dairy,
and then it will affect dairy consumption and the development of all
dairy. The horizontal alignment of the three procedures is important for
its foundation role for the verticalization of each step. Therefore, this
paper studies Chinese dairy industry into two directions, that is, the
verticalization of the mentioned three procedures and their horizontal
alignment.

Compared with other industries, Chinese’s dairy industry has
lagged far behind the developed countries. So it is necessary for the
dairy industry in Chinese to draw on the experience of developed
countries and achieve rapid and coordinated development through our
late-development advantages. The second chapter of this paper de-
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scribes the development and present situation of the dairy industry in
developed countries and concludes that Chinese dairy industry’s milk
production should keep raising concentration, social services, envi-
ronment and ecology, technical and scientific quality intensive milk
production; milk consumption should be universal, routine, diversi-
fied, and at the level of “food” ; the dairy product processing should
be concentrated on dairy processing and product diversification.

Just like other industries, dairy consumption as the market ter-
minal is the basis for the entire dairy industry chain. Therefore the
third chapter first analyzes dairy consumption. On the basis of the
present consumption of dairy products in Chinese, this chapter analy-
zes the factors affecting the consumption of dairy products in Chinese
using the consumer behavior theory. This chapter further elaborates the
factors which restrict the expansion of consumption of dairy products in
our country. These factors include lack of dairy consumption habits,
low income level of farmers, lack of development of the dairy market
and the instable quality and safety of dairy. Meanwhile, dairy prod-
ucts request higher properties in the quality and safety, adding the
lack of dairy consumption habits. So the role of government is particu-
larly important to promote dairy consumption. First, this article infers
the rationality of the complete information on the basis of the complete
information theory in neo-classical economics and the new role of the
government in market economy and points further out the government’ s
special role in promoting milk consumption. Secondly, this article an-
alyzes implementation mechanism of the student milk plan which has
the special function to the consumption of milk as well as dairy con-
suryption habits expansion and the government’ s responsibility and

role in nurturing residents’ dairy consumption habits.
.2,
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On the basis of the information about the consumption of diary
products, the fourth chapter discusses the market structure and com-
panies’ behavior in Chinese diary industry by the use of the theory of
industrial organization, and it can provide some theoretical prescrip-
tion for the Chinese’ s dairy processing industries to achieve a reasona-
ble structure, the market mature and healthy competition. The forth
chapter concludes three parts. The first part analyzes and concludes
the status and problems of Chinese diary processing industry. We think
that there are five problems in Chinese diary processing industry. The
first one is that the diary products’ quality is less standardized and the
discrepancies are considerable. The overall level of the diary products’
quality still lags behind the diary developed countries. The second one
is the international competitiveness of Chinese diary processing indus-
try is obviously inadequate. And it cannot form the large groups of pro-
cessing enterprises with international competitiveness. The next one is
the kinds of products are limited and the product differentiation is
low. The following one is the connection between the processing com-
panies and the producers of unprocessed milk is not close enough. So
it cannot form the so called organic composite, characterized by bene-
fit-sharing, risk-sharing and the coordination between demand and
supply. The last one is the capacity is surplus and the competition is
disordered and overheated.

According to the indexes that judge market structure, the second
part analyzes the market structure of Chinese diary processing industry
comprehensively. The results show that the market structure of our
country’ s diary industry is moderaie or low centralized oligopoly from
the perspective of market concentration. It is on the lower limit of the
appropriate range’ s verge. The whole industry’ s concentration has the
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trend of improvement gradual. There does not exist a significantly posi-
tive correlation relation between the scale economy and the improve-
ment of market concentration. This shows that the diary processing in-
dustry’ s market competition environment and business behaviors
should be improved and adjusted.

On the basis of information about diary products’ consumption,
the current situation and market structure of processing industry, the
third part comprehensively analyzes the market behavior of Chinese di-
ary products processing enterprises in detail by the theory of modern
industrial organization containing the thought of game theory. The
difference between existing literatures and the paper is that we intro-
duce the thought of cooperative game or cooperative competition in the
analysis of horizontal competition relations among diary products pro-
cessing enterprises. Because of the limits of the market environment,
the former researches are limited in the positive correlation of the com-
petitions among diary products processing enterprises. There are sel-
dom researches about how to cooperate on the basis of competition
among diary products processing enterprises. Although competition is
important, the cooperation among diary products processing enterpri-
ses are also very important for the Chinese diary market that far from
stable and mature, especially the most residents’ consumption habits
haven’ t yet formed and unstable, and that is facing the intense com-
petitive pressure coming from international dairy business magnates. So
the paper attempts to analyze how to achieve the cooperation and ben-
efit-sharing among diary products processing enterprises in the process
of price competition, advertising competition, product competition
and M&A competition in order to make the competition among dairy
processing enterprises rational and benign.
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On the basis of above analysis, the fifth chapter analyzes how to
enhance the efficiency of dairy industrialization. This chapter has four
sections. The first section conducts the objective description to the
present situation of Chinese unprocessed milk production and emphasi-
zes on backwardness reason of the technology in the unprocessed milk
production. The second section discusses the way of the unprocessed
milk production and the sales organization and obtains the industriali-
zation mode of operation to organize the production and marketing of
dairy products. The third section and the fourth section separately ana-
lyzes the way and the mechanism on how to enhance the dairy industry
efficiency from the technical level and the system economic level,
proposes a general analysis framework on how to improve the Chinese
dairy industry efficiency and explores the concrete way and the mecha-
nism to further enhance the efficiency of Chinese dairy industry with

this analysis framework.

Key Words: Chinese Diary Product Industry Consumption Ex-
tending Competitive Cooperation Diary Industrialization
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