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Market Structure and Export

The influence of market structure on export has been one of the
most concerned issues in the fields of industrial organization and inter-
nal trade research. It is generally believed that domestic market com-
petition will not only influence the sale and revenue level in the do-
mestic market, but also have some impact on the selling incentive and
selling capability of a firm in foreign markets. Therefore, the study of
the connection between the domestic market structure and export has
been one of the traditions of contemporary industrial economics. Dif-
ferent from some Chinese scholars who tend to study the relationship
between market structure and export in the field of comparative advan-
tage or competitive advantage, scholars engaged in industrial econom-
ics have their unique perspective. Starting from this special view
point, the present research attempts in a tentative way to have a pro-
found analysis of the functioning mechanism of market structure and
export, test the mechanism with Chinese economic data, and make
some suggestions for the improvement of China% market structure, and
enhance export development.

The present research comes to the following conclusions on the

basis of theoretical analysis;
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1. The market concentration ratio is connected negatively with
export. Under the condition of imperfect competition in the domestic
market, with the increase in the number of firms and the degree of
competition, each firm faces the problem of reduced demand, and the
sales price will become lower as a result. If the foreign market struc-
ture is competitiv.e in nature, the relative revenue of export of domes-
tic firms will increase, and as a result these firms will reduce their
sales in the domestic market, and increase their export. If the foreign
market structure is oligopolistic or monopolistic, the firms at home
and abroad will fall into an oligopolist game that will lead to mutual
export. Therefore countries with more firms and greater competition
will have comparatively more export.

2. The firm size is positively related with export. The size of a
firm-can influence export in the two aspects of product costs and trans-
action costs. Under certain condition, the greater the size of a firm,
the lower the product cost, and the greater the competitiveness, the
greater the export. As for product cost, the export cost of a major firm
is lower than a minor firm, and this disadvantage of a minor firm will
neutralize its incentive for export. With the perfection of the market
and the gradually lowering of the trade cost in the domestic market,

the export intensity of a minor firm will be smaller than a major one,

" hence the positive relationship between the size of a firm and its ex-

port.
3. The firm entry including foreign direct investment is related

with export in a positive way. The decrease of entry barriers will lower



