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Abstract

Industrial international competitiveness is the capability of one identi-
cal industry of one country to achieve higher productivity, supply more
products according with the demand of customer in the international mar-
ket, and obtain payoff continuously compared to the same industry in other
countries under the condition when absolute free trade is not satisfied.
This paper focuses on analyzing the reasons, mechanism, effect and tend-
ency of enhancing the industrial international competitiveness by adjusting
trade policy and improving industrial environment with dairy industry as
example. It has also researched in the economy basis and channel of gov-
emment to adjust trade policy and improving industrial environment. Dairy
industry is thought as the least competitive industry, not only because the
production hasn’t reached the 2% of the world total amount, but also the
consumption per capita hasn’t reached the 10% of the world average a-
mount. Choosing the least competitive industry — dairy industry for exam-
ple matches well the objective of showing government’ s role to raise the
industrial international competitiveness of China through adjusting trade
policy and improving industrial environment. All the industries have blen-
ded into the fierce competition of international market day by day since
China’s WTO accession. However, the experience of Chinese enterprises
and industries participating in competition of international market is insuf-
ficient. The international competitiveness is not optimistic, then the com-
petitiveness theory is in urgent need for guiding; Chinese government

needs to improve bargaining skill for the coming WTO negotiation, and
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raise the industrial international competitiveness of China using various
trading policy tools. At the same time, Chinese government still needs to
construct good industrial environment domestically in order to provide
source for the continuous strengthening of industrial international competi-
tiveness.

If the research can be completed in adjustment period of China’s
WTO accession as expected, it will provide the policy suggestion with
more pertinence for the government in the game with other countries under
the WTO frame. And it also of immense significance when designing meas-
ures for agricultural industries which include milk industry to tackle the
challenge from WTO accession.

Because the industrial international competition demonstrates the
contention of one identical industry of each country for the international
market share, it’ s common that contention ability varies in competition.
The measures for comparing competition ability are some revealed indexes
balanced the competition results, such as trade balance (TB) , normalized
trade balance (NTB), revealed comparative advantage (RCA) etc. And
the various factors in international trade are mainly affected the above -
mentioned index, in which the trading policy of government affecting the
most directly. The economy basis for government to affect trading policy is
the problem of market failure. Since market competition becomes intense
day by day, especially the diversification and differentiation of customer’s
demand is increasing, and the industries or enterprises will face to many
market environmental factors, thus the source of competitiveness and the
decision factors are dynamic, changeable and various. the “Diamond mod-
el” of Michael E. Poter undoubtedly is relatively overall and accurate
means to sum up sources and factors which influence industry competitive-

ness. This theory emphasizes cultivation of industrial environment. The
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composing factors of industrial environment are facior gifi, home demand,
industrial chain, industrial organization etc. in the “Diamond model”.
The reason for government to implement industrial environment cultivation
is also the problem of market failure. This innovative assumption has bro-
ken through the various supposes of the classical trade theory, and even
has broken through the general assumption of economics, and has incorpo-
rated the analysis method of management, of which the reason is the com-
plexity and the practicality of the competitiveness ask for the study frame-
work to be much closer to reality.

The content of this research can be logistically divided into 4 parts,
and 7 chapters nominally.

The first part is theoretical basis and analysis framework. First, on
the foundation of coordinating the domestic and international research ma-
terials nowadays, this paper defines the connotation of industrial interna-
tional competitiveness. Secondly, the theoretical basis of industrial inter-
national competitiveness research is established through seeking the clue of
various theories, which can explain the source of industrial intemational
competitiveness, as well as analyzing the development of the explanations
for competitiveness by the theory of international trade and the theory of
industrial organization. Industrial international competitiveness is the re-
search for international market competition. Different explanations for in-
dustrial international competitiveness are given in the different developing
stags of international trade theory, but the general thought is using two
concepts, cost and differentiation. The classical trade theory has explained
the source of industrial international competitiveness from the factor en-
dorsement,, while the neo —trade theory has offered a dynamic explanation
for the source of industrial international competitiveness, which consider-

ing products differences and scale economy lead to the differences of com-
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petitiveness. According to the SCP analysis of the theory of industrial or-
ganization, the source of industrial international competitiveness is caused
by scale economy. Scale economy is able to bring the reduction of cost.
There is consistency between the theory of competitiveness advantage of
nations in Poter’ s “Diamond model” from and the theory of industrial or-
ganization in the research thought. That is structure decides conduct, and
conduct decides performance. Thirdly, form a theoretical analysis frame-
work for leading the paper after establishing the theory basis. In this anal-
ysis framework, the research of industrial international competitiveness is
together with international market competition. The means of market com-
petition is price competition and non — price competition, corresponding to
the two concepts, cost and differentiation. Nevertheless, the indexes
measuring and judging the industrial international competitiveness are re-
vealed index, direct factor index and indirect factor index. The govern-
ment should affect industrial international competitiveness because of the
existence of market failure, The way and method of government are the
foreign trade policy and industrial environment policy.

The second part is the theoretical analysis and practical research of e-
conomy basis, inner mechanism, and practical effects and develop tenden-
cy, that trade policy affecting industrial international competitiveness. The
foreign trade policy is the government behavior, which is the most direct,
effective and rapid way to affect industrial international competitiveness.
But the valid space for foreign trade policy is becoming less and less. At
first, the economy bases of government using foreign trade policy to affect
industrial intemational competitiveness are as following. One is the exist-
ence of externality and scale economy in the infant industry. One is that
the unbalanced development in international market causes the trade con-

ditions of developing country worsen, and leads to market failure. Another



