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ABSTRACT

ENTRY, EXIT AND INDUSTRIAL POLICY:
A CASE STUDY OF MOTOR VEHICLES
AND DURABLE HOUSEHOLD APPLIANCES
MANUFACTURING

Based on a systematic study and explanation of
the western industrial organization theories, this
book gives a simple model to analyze and mea-
sure the firms’ entry and exit, at the same time,
taking the manufacturing industries, such as the
motor vehicles manufacturing and the durable
household appliances manufacturing, as the typ-
ical case to do an econometric and statistic analy-
sis, in order to deeply expound the questions or
problems bred from China’s industrial organiza-
tion and industrial or public policy related to the
firms’ entry and exit.

In the evolution of the most newly manufac-
turing industries, the firms will experience a pe-
riod of entry and exit or shakeout. In the pro-
cess of the industrial evolution, at the very be-
ginning , as a result of greatly potential demand

and high profitability’s attraction, there will be



a period of quick increase in the firm’s number.
When the firm’s number reaches the peak, it will
decrease a lot, under some special circum-
stances, the firm’s number falls by 50% or
more. For the sake of an overall investigation of
the firms’ entry and exit, the author makes the
motor vehicles manufacturing and the durable
household appliances manufacturing as the typi-
cal case, according to the statistic data collected
by the author as much as possible, using a sim-
ple model to inspect the change in the firm’s
number, to conclude some valuable and think-
able information. The coordination problem of
entry and exit may also bring about firms’ exit or
shakeout. Through the data processing and the
perspective of modeling, it is very obvious to
distinguish different paths from the change in
entry and exit or shakeout. Some industries ex-
perience a period of a constant exit rate after the

dramatic decrease in firm’s number. Meanwhile,



some industries experience a period of a rising
exit rate after the dramatic decrease in firm’s
number.

1t is not the book’s purpose and focus to cal-
culate and measure the specific industry’s equi-
librium firm number, not to conclude how bad
the situation is in China’s motor vehicles and
durable household appliances manufac-turing’s
industrial organization, and especially how bad
the situation is in the economies of scale. The
author pays her attention to the introspection
and self-questioning of improper carried-out
public policies, to the explanation of why China
could not make out proper industrial policies in
the past time. The book’s intention wants to
think thoughrouly about how to make out and
carry out the scientific, proper industrial policy,
how to restructure and reorganize the state-
owned enterprises to benefit from economies of

scale or scope.
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