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Abstract

This paper is devoted to study China industrial organization structure (IOS)
which is unreasonable and chaotic in transiting from planned economy to market
economy. The author researches on the causes of the chaotic state, the target
structure that JOS evolves to and how to decrease the cost of the chaotic state.

[n Chapter 1, the author points out the following problems of Chinese 10S;
1) Production capacity dispersion, low degree of economic scale; 2) Low lever
and periodic excess production capacity; 3) All-in enterprises; 4) Low sale-pro-
duction ratio, high unplanned inventories, low lever and periodic over-supply of
products; 5) Low rate of market centralization; 6) Similar industrial structure
among regions, etc.

The development of the society is a process to convergence toward efficien-
cy. Deeply, the process that an old structure is collapsed is a heat release pro-
cess, but the process that the new structure is formed is a heat absorb process,
so it is easy to collapse an old structure, but it is much arduous to form a new
structure. When an old structure is substituted by a new structure, it must un-
dergo a chaotic state. However, under different constraint conditions, the cost
of the chaotic condition is different.

As to the industrial organization, it is also. The unreasonable state of I0OS is
the chaotic state that must pass in the process of the old structure evolving to the
new structure. The chaotic state happens not only on micro-level, but also on
macro-level; not only on the behavior of entrepreneurs, investors and con-
sumers, but also on the behavior of officers and economists.

In Chapter 2, the author takes proprietorship monopoly as an example to
analyze the efficient effect and welfare effect of the institutional barrier—admin-
istrative monopoly. In the transiting economy, the government is withdrawing
from the micro-economy and the market is moving forward to the micro-econo-

my. However the transformation of government function is lagged behind the re-
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quirement of marketilization, such as the reformation of the state-owed enter-
prises and the state-owned assets management system.

Through affecting market structure and market conduct, administrative
monopoly affects the adjustment of economic structure and tie evolution of I0S.
Also it is main variable that damages competition and market performance.
Therefore, it is necessary to collapse the administrative monopoly, which depend
on the transformation of government function, the reformation of the state-
owned assets management system. We must identify the role which the govern-
ment played as proprietor of state-owned assets, social administrator and con-
troller of macro-economy.

[n Chapter 3, the paper researches on the relation between the local govern-
ment behavior and excessive entry. The author points out that Local government
is also rational. It can make rational reaction to all kinds of institutional arrange-
ment in the transiting economy, so that it can maximize local and its interests,
but this process conflicts with the maximization of national interests, namely,
individual ration conflicts with the collective ration. Although the result is ineffi-
cient, there is potential possibility of Pareto improvement, which can not be re-
alized by neglecting the local interests or by re-centralizing the rights of the local
government.

Through bargaining game analysis, the author proves a kind of market au-
tonomous adjusting mechanism of the local government behavior, by which the
local government can bargain, cooperate and exchange between them. This in-
stitution arrangement should generate surplus and realize Pareto improvement.
The central government can promote this bargaining game as intermediary.

In Chapter 4, the author researches on the micro-reasons which caused the
chaotic IOS and puts forward the-dual-growth model of industry in developing
country. The author finds that the enterprise’ s irrelevant multi-business expan-
sion mode under the seller market background is the micro-reason that caused the
unreasonable 10S. The aim of this kind expansion is to meet the new market de-
mand as fast as possible, as a result, it is inorganic and the businesses are irrele-
vant. At present, the market is buyer market, therefore, this kind expansion
should be adjusted; In this chapter, the author also finds that the extra-economic
monopoly and high transaction cost result in the lower lever vertical integration,
because they largely enhanced the cost to purchase outside. The lower vertical

integration caused all-in enterprises, lower specialization in enterprises and low
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degree of economic scale in each production stage. The irrelevant multi-expan-
sion and the lower vertical integration which against efficient reverse the com-
moditization, the marketization and the industrialization, so they impede the
evolution of I0S.

In Chapter 5, the author makes assumption that industry owns property
rights character and the property rights is “public owned”, so any market unit
can entry any industry to own partial proprietorship of the industry. However,
the share of proprietorship which is indicated by market share is not fixed. It is
changed with the efficient of market unit. The higher of one’ s efficient, the
bigger of one’ s proprietorship. In the competition to own more industry, the ef-
ficient of the resource relocation is improved.

But just as the “tragedy of the common”, public propriety rights of industry
must easily lead excessive entry. In the mature market economy, the excessive
entry is low and can be fast autonomously adjusted, because the market units are
mature and rational. However, the excessive entry is more serious and can not
be adjusted quickly in China, because China is in the quasi-market stage and the
market unit’ s behavior is immature.

In Chapter 6, the paper firstly analyzes the evolution law of IOS in devel-
oped country. The author points out that large enterprises play the most impor-
tant role in a country, but due to; 1) the different requirement of economic scale
in different industry; 2) the development specialization; 3) the diversification of
consumer’ s preference; 4) the fast development of technology, etc, production
style is changing from large scale, rigid and centralized in one enterprise to flexi-
ble and inter-enterprise network style, so there is large space for medium and
small-sized enterprises.

Secondly, the author finds that during the development of the economy, a
kind of enterprises co-existing network is created among large, medium and
small-sized enterprises. The network is characterized by specialization, co-exist
of competition and cooperation. This institutional arrangement is a kind of quasi-
market organization between pure market and enterprise. It improves the orga-
nization level of the market. It overcomes the high outside transaction cost in
pure market and the high organization cost in enterprise. Under this institutional
arrangement, the inter-enterprise-competition is replaced by the inter-enterpris-
es-network-competition, in which enterprises are co-winning, co-competing to

avoid co-losing.
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Thirdly, as the result of this research, the author points out that the fol-
lowing competitive and dynamical evolving network should be the target of Chi-
nese IOS: 1) The network is dominated by oligopoly; 2) Large, medium and
small-sized enterprises co-exist in the network; 3) This network structure is re-
alized through market adjusting, and 1t should be the result of autonomous evolu-
tion of I0S; 4) As to the realization of this network structure, government only
is an exogenous variable and its function is to create the external condition to
promote the evolution of 10S.

Chapter 7 studies how to realize the IOS mentioned in Chapter 6. Firstly,
the author researches on the problems in the development of large enterprise and
enterprises group, such as the reformation of stated-owned enterprises, the re-
formation of stated-owned assets management system, outsider control, insider
control, development strategy, etc. Then the author puts forward his policy
suggestion correspondingly.

Secondly, this chapter analyzes the problems in the development of medium
and small-sized enterprises, such as policy discrimination, market discrimina-
tion, market conduct, macro-administration system, technology level, etc. Al-
so, the author presents his policy suggestion.

In this chapter, the policy suggestion is mainly focus on how to create co-
existing network among large, medium and small-scale enterprise.

The industry organization theory had showed that market conduct could af-
fect market structure and market performance. In Chapter 9 and 10, the author
studies the market conduct policy in the evolution of I0S. Through studying
price discrimination, unlimited trap in finance, the regulation on market conduct
of foreign capital, the industrial organization of the agriculture, the market pow-
er of the household, the author points out that, under efficiency standard, we
should take loose market conduct policy to promote the reorganization and the
evolution of 10S.




