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The latest 17 years of the reform and opening up to the outside
world have seen that the FDI attracted by industrial sectors had been
the biggest proportion of $ 170 bhillion FDI inflow in China. By
1996, the industrial output produced by joint-ventures and foreign
funded enterprises had accounted for 17% of total value of industrial
sectors in the whole country. The effect of FDI on industrial com-
petitive capacity in China is an important subject for us to study its
impact on China’s industrial development. That is the angle from
which my dissertation examines the issue.

The third national industrial survey in 1995 conducted major
economic index statistics on 49,599 joint-ventures and foreign fund-
ed enterprises which were classified by independent accounting dis-
tributed in 37 industrial sectors. The major economic index on
49,599 independent accounting industrial enterprises financed by
overseas in the Yearbook of China’s Statistics in 1996 is as same as
that of the third national survey, but there is somewhat difference
between them: the 49,599 enterprises in the Yearbook distributed
in 39 industries with two more industries of “other mining” and
“other manufactures” than the third national survey. It could be

seen from either materials that the FDI had tremendously infiltrated
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2 Preface

into China’ s industrial sectors. Therefore, it would absolutely not
be reasonable to wish one dissertation to comprehensively evaluate
and judge what influences FDI has made on China’s industrial com-
petitive capacity and to conduct qualitative and quantitative analyses
to draw a conclusion.

It is possible for the dissertation to make contributions in the
following 4 aspects to the research in question which is the pioneer-
ing research work in today’s scientific research.

First, the standpoint of evaluating industrial competitive capa- -
city was discussed. The industrial competitive capacity raised in the
dissertation naturally refers to China’s industrial competitive capaci-
ty. However, after the entrance of FDI, China’ s industries have
extended to cover the component of overseas investment economy.
Consequently, it has become the starting point of evaluation and
analyses to define the industrial competitive capacity of different in-
dustries which represent different nationalities (different tariff zones
or currency zones) in the mainland of China. Finding the right
standpoint is the first thing to be done. The raising of the question
and the measures to analyze it is sort of pioneering initiative in cur-
rent academic researches. This dissertation has made some explana-
tion on it.

Second, the measures to analyze industrial competitive capacity
were put forward, with the focus on the identification of industrial
classification and evaluation index. Obviously, it is impossible for us
to argue competitive capacity of all industrial sectors in general terms
without further classification. In accordance with the classification

of the industrial survey, there are as many as 37 to 39 industrial sec-



Preface 3

tors. Under such a circumstance, it would be impossible to discuss
them one by one. To make things simple, we need to classify differ-
ent industrial sectors and select some special sectors to discuss for
getting the result with half efforts. The criterion of the identifica-
tion is the second question discussed in this dissertation.

Once 1 wrote an article in which the methods of general trade
development strategy was applied to classify the industrial enterpris-
es of joint-ventures and overseas funded firms into two different cat-
egories: export-oriented manufacture and import-substitution indus-
tries. But the paper mainly emphasized certain rationality of import-
substitution industry in case of large countries, and it didn’t aim at
analyses for industrial competitive capacity, therefore this sort of
way of classification is not applicable in this dissertation. However,
since it enjoys the advantage of simplification, it should be rationally
adopted. The way of classification in chapter 5 and chapter 6 is
somehow inspired by such a classification way at certain extent.

In my opinion, to analyze the industrial competitive capacity,
the scientific way of industrial classification should mainly focus on
the types of market competition. The fundamental basis to differen-
tiate the types of international market competition is the extend to
which products can be traded and the degree of dominance of
transnational companties in certain industry. Four types of interna-
tional market competition as results of such a basis have enabled us
to select some typical industries and to get as much information, in-
cluding most inspirations of policy, as we can by doing positive
analyses on such typical industries. After working out the solution

for industrial classification, the dissertation applies the way of value-



4 Preface

chain to analyze the phenomenon of international production in cer-
tain industries. This is also a characteristics of the dissertation.

Setting up the index of industrial competitive capacity is the
analyses appliance to search surface layer. Although | have listed as
many indexes as I can, I think that there are certain difficulties to
different extent in the collection of practical data in order to com-
pletely apply any indexes. Therefore, the contributions that the au-
thor has made to the setting up of index system is not to apply such
indexes immediately, but to reveal the relationship between them,
their theoretical evidence and theoretical explanation on the source of
industrial competitive capacity.

Third, many typical industries were analyzed and commented
by the author in an active way. According to the availability of the
practical data and the industrial classification basis, I have made ini-
tial analyses on the current situation of industrial competitive capaci-
ty for six sectors: electronics, automobile, clothes, detergent
products, tyre and retails. Owing to the difficulties in collecting da-
ta, it is not ideal to use the set of index system to analyze the com-
petitive capacity. However, I have got a primary impression on the
situation of compe-titive capacity for such sectors. My conclusion is
that the influence of FDI on the improvement of China’s industrial
competitiveness tends to be positive in the globally competitive in-
dustries, while in the multidomestic competitive industries, its in-
fluence tends to be negative, at least temporarily. As in the compe-
titive industries with mass trade volume, positive influence can be
seen on one hand, but on the other certain limitation is obvious. In

the net-domestic competitive industries, the influence of foreign in-
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Preface 5

vestment is basically positive in current situation of limited open-
ness. It is the purpose of this dissertation to obtain as much informa-
tion as possible by analyzing typical industries.

Fourth, this dissertation provides policy thinking on enhancing
China’ s industrial competitive capacity. With the analyses way
mentioned above, the dissertation has got the following major en-
lightenment. 1. To strengthen China’s industrial competitive capac-
ity, how does the cooperation with foreign investors transfer from
capital pattern to integrated pattern of capital and technology; 2.
The goal to improve the industrial competitive capacity should be es-
tablished as a policy in utilizing foreign capitals, and as guidelines,
concrete measures should be worked out in accordance with the char-
acteristics of different industrial classification and entrance of foreign
companies; 3. The rationality of China’s industrial organizations is
an important way for China to improve industrial competitive capaci-
ty. Such rationality should be realized in any aspects. 4. It is the
government ' s obligation in helping national industries improve in-
dustrial competitive capacity to regulate market and reasonably aid
the national industries. In the frame of market economy and inter-
natienal regulation, government’ s obligation is, in principle, quite
different from government interference and protection of backward-
ness. 5. The investments by China’s enterprises in foreign countries
and regions, which is also an efficient way to improve China’s do-
mestic industrial competitive capacity, should use the experience of
other countries as reference, define a clear aim and set up concrete
measures to include such kinds of investments abroad in the macro-

policy of upgrading domestic industries.
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6 Preface

This dissertation is composed of eight chapters. The first chap-
ter is mainly on the significance of studies on China’ s industrial
competitive capacity as well as some research achievements under the
circumstance of mass in-flow of foreign capital. The second chapter
is mainly on our stand of evaluation and the methods of classification
and analyses applied in the dissertation. The third chapter has set up
the index system of industrial competitive capacity, explained all in-
dexes and conducted theoretical investigation on the source of indus-
trial competitive capacity. The {fourth chapter discusses the relation-
ship between FDI and competitive capacity in terms of theory, prac-
tice and model analyses, which is of good enlightenment for both
home country and host country. The fifth chapter analyzes the sta-
tus of competitiveness of many export-criented industrial sectors
with favorable strength of trade. These sectors are from globally
competitive industries and those with mass trade products respec-
tively. The sixth chapter analyzes the international competition in
China’s domestic market in three kinds of industries: globally, mul-
‘ti-nationally and simply domestically competitive industries respec-
tively. The seventh chapter discusses the international experience of
utilizing foreign capital and enhancing industrial competitive capacity
to provide policy enlightenment actively analyzed above with:further
practical evidences. The eighth chapter discussed the way of think-
ing concerning the policy to improve China's industrial competitive
capacity . - : .

‘This dissertation is guided by Prof. Wang Linsheng. His guid-
ing method is to discuss with me, and on the basis of our discussion,

he helps me to work out the outline of my dissertation after repeated
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deliberation. The two books, Research on FDI and the China’s
Open Economy which is written under his guidance and our research
findings Essay on the Economic Benefit of International Trade,
serve as a research foundation for my dissertation. During creating
my train of thought, Dr. Liu Guijun gives me many practical help.
In the process of forming my academic idea and view, [ am deeply
influenced by Prof. Wang Luolin, Dr. Jiang Xiaojuan and Mr. Xu
Ming. The gatherings of the actual materials for my dissertation are
benefited from my participation in the research activities provided by
the State Economic and Trade Committee and also from the various
kinds of academic research work carried out by the International In-
vestment Research Center of Chinese Academy of Social Sciences.
At the time of Publishing my dissertation, I would like to express

my deep gratitude to the help of my teachers and friends.
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