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Abstract

With the gradual penetration of economical globalization, the rap-
id development of new high — technology and the appearance of global
buyer’ s market, the internationally industrial competition grows in-
tense, which becomes the decisive factor of the international economic
position for a country or a region. Therefore, the academic research of
industrial competition has been involved in many countries and has a-
chieved some primary results since 1980s, especially after 1990s.

Michael E. Porter, the professor of Harvard Business School in
USA, is the initiator for the theory of industrial competition. He pub-
lished the Competitive Advantage of Nations’ in 1990, in which he
concluded six major factors for industrial competition with many
demonstrative analysis of more than one hundred industries in ten
countries. The factors include elements, demands, relative sustained
industry, strategic structure and competition of enterprises, opportuni-
ties and the governmental function. This is the well — known theory,
which is called diamond model’ or diamond system’ , providing sys-
temic analytical shape for industrial competition research.

Despite the majority of experts in mathematical, governmental
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and industrial fields of the world have agreed on this diamond’ theo-
ry, however, it is not a quite perfect and accurate law after all. It still
has some shortages. Firstly, it overemphasizes the function of the
commercial environment of a country for producing industrial competi-
tion while the internal factor or industry is not dominant. Secondly, it
neglects the decisive function of technical innovation, which can not
be put in an outstanding position. Obviously, this phenomenon is in-
consistent with the reality and regulation of development and competi-
tion of modern industry for knowledge economy nowadays. Thirdly, it
emphasizes the function of domestic demand conditions’ unilaterally,
but underestimate the important effect of the international demand con-
ditions. The lastly, In the Porter’ s diamond model, the government is
just a affiliated factor, which is affirmed not to interfere in industrial
development. Obviously, compared to some developing countries and
regions, this theory is more proper for some developed countries,
whose market economic system and market competitive main body are
comparatively mature. So, this theory cannot be convinced by all
fields-in the world. )

Since diamond ’ theoretic industry still has many shortages ,
methods referred in this article indicate that normative analysis and
practical analysis must be combined as well as the combination of
qualitative analysis and quantitative analysis, which is based on theo-
- ries of comparative advantage, competitive advantage, international
competition and modern competition. The article also indicates that the
decisive factor of industrial competition has been systematically ana-
lyzed, combining with the strategic study on Chinese fact, which is on

the basis of some reasonable components of diamond’ theory.
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This dissertation indicates the decisive factors of industrial com-
petition root in three sections, including basic factor, core factor and
environmental factor. Basic factor is the fundamental element which
influence the industrial competition, mainly including infrastructure,
capital, labor force and natural resources etc. The core factor takes
the key effect on the industrial competition, mainly including techni-
cal innovation, the quality of the enterprise and market structure etc.
The environmental factor comes from exterior, which takes essential
effect on form and promotion of industrial competition, mainly inclu-
ding the system arrangement and function of the government etc. So,
the competitive ability of industry must be contributed to the combina-
tion of those three sections above.

However, there are too much details for those three factors,
which lead to a negative situation that those three factors cannot fre-
quently play a vital role in the industrial competitive determination.
Therefore, we can only choose the dominant part from them. The
study shows that five elements for the industrial competition forming
are frequently involved with the practical analysis and the basis of in-
tegrating economic and administrative theory. These six elements are
resources, technical innovation, enterprises’ quality, industrial clus-
ter, industrial organization and the governmental function. In short, it
is called “six elements theory” here. These six elements are the fun-
damental power for the industrial competition. Five elements except
the governmental function take the direct effect on the industrial com-
petition while the last one just has the indirect effect, which is the
theoretic flame of this article.

This article indicates that the industrial competition must rely on
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resources, which is the essential forming precondition, mainlw inclu-
ding infrastructure, natural resources, capitals and human resources
etc. In the process of industrial development, the abundant and spe-
cific resources are the important origin for comparative and competitive
advantages, which contribute to reducing the cost of the production in
order to improve the managing efficiency and increasing differentiation
among various products in order to provide advantages that competitors
cannot achieve. The resources also contribute to extending the manag-
ing scale in order to increasing global market share, as well as impro-
ving the essential supply in order to upgrade the level for industrial de-
velopment.

Technical innovation economically integrates the producing of
conceivable new products and craftworks, R & D, application, market
sale, commercial interests achieving and novel techniques spreading.
It has four types, such as the innovation of products and craftworks,
gradual and fundamental innovation, capital saving innovation, labor
saving and neutral innovation and synthetic innovation. According to
the theory of modern economic increasing, the technical innovation
has increasingly decisive function in the economic development and it
is also a essential factor of forming and improving for the industrial
competition. There are several mechanisms of this theory. With its ap-
plication, the products can get better price advantages in market
through reducing the managing cost. Moreover, we should explore new
products continuously to increase the differentiation in order to hold
the market as well as force this position. We can improve the manu-
facturing procedures to get higher efficiency and we can also improve

the quality of the products with the simultaneous improvement of inter-
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nal structure of the industry. Practice shows that we must continually
focus on technical innovation under the condition of the intensely glob-
al competition. The industry of our country can keep its competitive
advantages only in this way.

The qualities of an enterprise are external characteristic, which
constitutes the qualities of any elements as well as their integration. It
determines functions, integrating some fundamental elements in manu-
facturing and managing activities. The qualities mainly include techni-
cal, administrative, dimensional personnel qualities etc. In an indus-
try, the innovative competence can only be strengthened by the im-
provement of technical quality. The managing performance can only be
reformed by the improvement of administrative level. The whole indus-
try can only occupy more market share in international market by ex-
panding the zcale of enterprises. Sustained developing competence of
the whole industry can only be strengthened by the improvement of
personnel qualities in enterprises.

“Industrial cluster” means the level of concentration of the same
enterprises which are in the same geographical space. These enterpri-
ses which are in the same industry — related business gather together,
and compete with each other and collaborate mutually. It will increase
the industrial competitiveness of one country or a region, which spe-
cially performance in following several aspects: industrial cluster can
enhance the competence and cooperation among enterprises, and im-
prove their innovational capacity, and reduce transaction costs, and
form a common regional brand finally.

structure of industrial organization’ is the proportional relation-

ship of all manufacturer in the same industry, including the distribu-




