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ABSTRACT Michael Porter proposed the famous “diamond model” to
mark the four “key factors” in cultivating industry competitive advantages.
The “new diamond model” adds the factor of “knowledge absorption and inno-
vative ability” to the existing model. In this way, it can describe the process of
participating the international industry system more completely.

Key Words industry competitiveness; innovation ability; new diamond

model
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ABSTRACT The paper provides an explanation for subsidizing raising
rivals’ costs (RRC) investment to domestic export-oriented oligopoly. Using
backward induction solution and two-stage game twice, we induce the sub-
game-perfect equilibrium of a three-stage game which is composed of domestic
subsidy policy, firms’ RRC investment and output or profit decision. The con-
clusion includes that the subsidy policy is in favor of the outputs, market share
and profits of the domestic duopoly, it also benefits domestic social welfare
and disadvantages foreign duopoly’s or social’s similar indexes accordingly.
Consider it is moderate and easier to implement compared to predatory pricing,
the subsidy policy could be meaningful to hold China’s export increasing
smoothly.

Key Words RRC investment subsidy; export; quantity competition
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William Foster
Jason Dedrick Kenneth L. Kraemer

ABSTRACT Mainland and Taiwan region of China has become the core
production base for global notebook PC industry. The main body of the note-
book PC manufacturing industry is Taiwanese-invested firms. The market
keeps growing rapidly and covers 72% of the global market share, of which o-
ver 90% products are ODM for global flagship companies. China notebook PC
industry has owned world-class product design and manufacturing capability.
By in-depth analysis on industry data and company interview records, the re-
search finds that the industry has several special characteristics like clustering
manufacturing, flexible supply chain collaboration and significantly different
industry strategies, which are critical impact factors on industry competence.
The industrial characteristics may help other electronic manufacturing indus-
tries consider their own industry organization and supply chain management.

Key Words notebook PC industry; industry organization; industry strategy
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ABSTRACT Using the time-varying stochastic frontier production func-
tion analysis and an (sub)industry—level panel data collected by the Municipal
Bureau Statistics of Shanghai City, this paper estimates the dynamic produc-
tion elasticity of labor and capital, the technology progress rate and the var-
ying rate of technical efficiency in 32 sub industries of Shanghai industry from
1995 to 2004. And we also get the average contribution degree of changing
factors(including labor, capital, technology progress rate and the varying rate
of technical efficiency) to Shanghai industrial growth. Our main conclusions
are: (1) At present, the rapid growth of Shanghai industry mainly depends on
the soaring growth of capital investment and the progressive rate of advancing
technology; (2) Capital growth has a greater influence on Shanghai industrial
growth than technical progress in terms of contribution degree,and measures
should be taken to accelerate technology progress in order to achieve sustained
industrial growth. (3) The overall varying rate of technical efficiency of Shanghai
industry is on the downward trend, which shows that the gap of technical efficiency
among various sub-industries and enterprises is widening because of fiercer free
-market competition, and is surely beneficial to reasonable allocation of indus-
try resources and sustained growth of Shanghai’s industry.

Key Words time-varying stochastic frontier production function; techni-
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ABSTRACT In this paper, we examine five factors which influence the
development of manufacturing industry in Shanghai, (1) average labor wage,
which may be a centripetal force or centrifugal force; (2) firm’s average scale,
the larger the firm is, the more productive it is; (3) backward-forward linka-
ges, which encourage firms to locate near buyers and suppliers; (4) within-in-
dustry agglomeration, which leads to specialization of firms in the same indus-
try; (5) industrial diversity, which implies that variety and diversity of geo-
graphically proximate industries promote innovation and growth. The results
suggest backward-forward linkages and industrial diversity influence the
growth of manufacturing industry, and high average labor wages well sustain
the long-term growth of manufacturing industry in Shanghai. No evidence for
within-industry agglomeration.

Key Words industrial agglomeration; backward-forward linkages; spe-

cialization; diversity
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ABSTRACT In this paper. we employ the co-integration, Granger test
and Error Correction Model (ECM) to augment monetarization hypothesis of
the classical money demand function by considering the industrial composition
factor. We find that the monetarization factor increasingly impacts the mone-
tary velocity. It is not monetarization factor but industrial composition factor
that can explain the monetary velocity. By the ECM analysis, the elasticities
of the narrow and the broad monetary velocity which are caused by the indus-
trial structure are 2. 7 and 1. 2.

Key Words the monetary velocity; industrial composition; monetariza-

tion
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ABSTRACT Based on a generalization of the well-known Hotelling’s
price competition model, taking traffic subsidy as an example, the role of price
differentiation in the improvement of the corporate revenue and profit as well
as the size of whole industry is examined for the oligopoly markets. Our model
shows that, when the elasticity of market size and product price is introduced,
the price differentiation may stimulate consumer demands, boost corporate
profit and further expand the size of entire industry, which then further im-
prove the whole social welfare.

Key Words Hotelling price competition model; traffic subsidy; price dif-

ferentiation; industry size; Nash equilibrium

* (05JA630009), 2006 12 8



68

(1999

H

Brander
(2001)
(2002)

Krugman

(2003)

[0, 1]



69
1 =0 , 2 x=1 |, Co
t ) (
)’ b ’ ]-
1 o
]),‘ 1 (l:19 2)9 1
D1(P19 Pz):l'
p1+itx = p,+i(l—2x)
D, (pr s pz):%f
2 1 1
Dz(pl, Pg) = l_Dl(p1s Pz)
, (pi s P2 )
1 T, — (j)zv—C‘)D,-(;b,-, [)—i) ’
p[* 6 arg max{(p,-—c)D,-(;D,-, pi,)} (Z: 19 29 —1 A )
b;
’ ’ 2 7’2(]31)

Dy(prs r(p)) + [ (pr) —c] 971]32@1, (1)) =0
dp2

(Bertrand paradox) ,
s Pl =P = cs

b



70 «C 2 )

’ ’
9 9 ’ 1
’ 19 ’ o
b o 1
° ’
° ’ ’ ’
o
’ o ’
’ N ’ o
9 ’ ’ 9
o
’ s
’ ’
° ’
Sv LYo
x 1

D1 - S_le'_()(pl

2
D, =S—t(1—x) —ap:
D, >D,, 1
’ 1, o D, = D,
70 = a(;bz _thl) +1t
Xo 1, xo 2,
1 I:O, 1‘0]

AD, :J Dydy = jo (S—ty —apdy = (S—ap)ay — 41



71

1 1
AD, = | Dudy = | (S—10—3) —ap)dy

= (S—apz _%)_ (5= aps =20 —%1‘3
(Pl ps) oo

pi € arg max{(p —AD:(pis =)}

(p1 s P2 )

Momr = (35 E)

2 .20(
1 b
D= S—ap,
D/)*S_apz
7 pizpé:¥ s ah=1/2 ,
[04
/o ,_(S*a(;)Z*C([
T T2~
8a
AD| = AD,= (5 —% /2
1 2 (2 2>
1St oS a1ty
(H=35 >0 = (3+5 %)
] o SR
) Gi=1,2) , ¢
8S—1t 4
(D @< {grge oW
_ 85— I s
() a={5Tg T
8S—1t 4
(3) a > 16 + 8¢ s i< Tio



72

’
’
9
1)
.
.
’
o
’
)y
’
’
o
o
’
o ?
’
o
ki
o
9

”»



73

Hotelling, H. , “Stability in Competition”, Economic Journal, 1929, 39, 41-57.

. S
N :{ s
:(
N :( )4
N :(

)¢

2001

»1999

P

o

»2001

6

°

»(

1

»2002

22003

6



74

ABSTRACT Platform of two-sided markets can provide services with dif-
ferent quality, former literature only considers the situation which platform
provides unique service, this article considers pricing and profits of platform
which provides different quality services under monopoly and competing mar-
keting structure and finds that price will be highest when monopoly platform
provides high-quality service first then low-quality service and profit will be
higher than monopoly platform provides low-quality service first and high-
quality service at the same time. when a platform with high-quality service
completes with a platform with low-quality service, high-quality platform
tends to improve service quality, while low-quality platform would like to hold
service quality at low level. Then the article investigates “incumbent-entry”
competition, incumbent platform having high and low quality services and
entry platform choosing only one kind of service, and finds that network ex-
ternalities parameter between two groups of users and service quality parame-
ter all affect profit of entry platform and have inflexion, the parameters at two

sides of the inflexion have adverse influences over profit of entry platforms. Fi-

* « »2007 1
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nally we find that the ration of high end and low end customer will influence
which service quality the entry platform will selects.

Key Words two-sided markets; platform; network externalities; service
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ABSTRACT The strategies of differentiation and cost leadership are not
mutually exclusive and can be achieved simultaneously by an enterprise to gain
competitive advantage. In this paper, we firstly apply the product differentia-
tion model to discuss the competitions among the enterprises with same costs
as well as with different costs and testify that the two strategies are not incom-
patible. Differentiation helps the enterprises obtain market power. The differ-
entiated enterprises with cost advantage could gain more competitive advantage
and would lower their costs further, whereas those with cost disadvantage
would lower their costs and have stronger differentiation motivation. Then we
discuss that value innovation is the strategic logic for enterprises to achieve
differentiation and low cost simultaneously. Finally, the risks and counter-
measures for value innovation are suggested. Thus we give an economic expla-
nation of the enterprise competitive advantage.

Key Words differentiation; cost leadership; value innovation; competi-

tive advantage
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ABSTRACT This paper takes origin of firm’s “heterogeneity” as the
thread, there is one evolution process which thinks firm’s heterogeneity origin
from material capital resources to human capital resources, and then to organi-
zing resources capital. Then accordingly, because firm’s competitive advantage
stems from firm’s “heterogeneity”, described the course of enterprise’s “heter-
ogeneity” origin, described the evolution of the Resource-based View of the
Firm Competitive Advantage Theory at the same time. Based on this, this pa-
per thinks Capability-based theory of the Firm and Knowledge-based theory of
the Firm are taken shape and developed during the process of exploring firm
competitive advantage source , it is the developing stage of the Resource-based
View of the Firm Competitive Advantage Theory, but not that generally think
is to compete for two theories that the advantage theory run side by side with
the Resource-based View of the Firm Competitive Advantage Theory.

Key Words the resource-based view of the firm competitive advantage

theory; competitive advantage; core competence; knowledge; evolution
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ABSTRACT This paper reviews the development of Shanghai residential
housing industry since 1993. It is well known that residential housing was
welfare good in China during the central-planning economic system. How the
housing industry transformed from a planning system to a market-oriented one
is central to the understanding of China economic reform and social develop-
ment. Since 1993, Shanghai residential housing industry has experienced four
distinctive stages: low degree of marketization process(1993—1997), transi-
tion period after complete demolition of welfare system(1998—1999), boom-
ing market with rocketing housing price growth(2000—2005. 5), and stagnant
period (2005. 5—present). This paper summarizes the key features of each
stage and studies how the development and marketization process of residential
housing industry interacts with the overall social and economic development in
Shanghai.

Key Words Shanghai; residential housing; marketization; housing prices
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ABSTRACT In recent economic and management researches, industry
chain has been an independent research field. Although there are plentiful out-
comes in this field made by researchers from different aspects, there is no
comprehensive theoretical framework for this field, even some basic concepts
were used confusedly. The paper discussed the theoretical positioning of the
industry chain study first, and then defined the basic concepts of the study.
Based on this, the studies on the industry chain from different aspects could be
combined within a comprehensive theoretical framework, and which could de-
velops a foundation for an independent industry chain theory.

Key Words industry chain; industry chain theory; basic concepts
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ABSTRACT This paper reviews the nature of modular production based
on knowledge, analyzes the knowledge-dividing mode of netlike industry chain
and SECI process of knowledge-creating. And it is a radical difference that
knowledge-creating of netlike industry chain is dispersive contrasting linear in-
dustry chain.

Key Words modularity; netlike industry chain; knowledge-dividing;

knowledge-creating
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ABSTRACT This paper reviews that knowledge integration is the nature
of netlike industry chain integration. SECI procedure over industry chain con-
struct the flat roof of knowledge integration, and “Ba” is important. SECI
start up due to the knowledge conflict, which produce the involution of rules
in the end by switching tacit knowledge of corporation to explicit knowledge of
industry chain.
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ABSTRACT There are two kinds of vertical relationship between the re-
tailers and the manufacturers from the view of retailers’ monopsony, which are
the retailer countervailing power against manufacturer and vertical controls
imposed by the retailers. The paper summarizes the researches in this field,
and brings forward the problem and directions which need further investiga-
tions.

Key Words retailer; monopoly power; countervailing power; vertical
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ABSTRACT The remarkable character of China monopoly or oligopoly
industries was “administrative monopoly”, in this paper, we studies relative
case and show that under the inefficient regulation and supervise, the interest
groups link “administrative monopoly” with the market power had held back
those industries competition. An outstanding result was that monopolist rely
on the administrative authority, through with many vertical restraints such as
market entry limited, property rights arrangement, pricing rules, and market
segmentation, to foreclosure the latency competitor. The policy suggest from
our analysis are restructuring the regulation system, enforcing the regulatory
independent and authority.

Key Words administrative monopoly; vertical restraints; market foreclo-

sure; regulation restructure
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ABSTRACT The return on capital regulation is used for the urban water
supply industry in China, which is based on cost plus. This conventional price
regulation now witnesses its biggest defect of inability to motivate the cost re-
duction, leading to the inefficiency of the enterprise. Theoretically, the incen-
tive regulation can motivate the enterprises to reduce the cost by allowing
them to reserve the considerable rent arising from the enhanced efficiency. At
present, the UK has introduced the incentive regulation with price limit into
the urban water supply industry and made certain success. This article reviews
the systems and methods of the incentive regulation implemented in the urban
water supply industry in the UK and discusses their impact and referential sig-
nificance on that in China.

Key Words incentive regulation; price limit regulation; periodic price re-

view; efficiency
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ABSTRACT This paper reviews systemically the “automatic fuel adjust-
ment clauses” and its effects on the performance of the electricity power plants
in American, analyzes the problem of our current coal-cost pass-through
mechanism in electricity power plants, and comparing their difference. In the
end, the policies about promoting coal-cost pass-through mechanism are sug-
gested.

Key Words automatic fuel adjustment clauses; AFAC; coal-cost pass-

through mechanism
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ABSTRACT Audit quality plays important role in development of audit
services. This paper discuss how the auditors’ legal regimes impact on audit
quality from the perspective of audit characteristics. We argue the market
mechanism can’t guarantee the effective audit quality due to the trustee goods
of audit services. But the deterrence of the Legal regimes and audit litigation
can improve the audit quality, and the more strict legal liability can induce the
higher audit quality. We also think the social desirable legal regime depends on
the measure of the social welfare provided by the audit. Negligence liability is
more efficient than strict liability if the audit externality don’t be considered,
meanwhile the strict liability is more desirable if audit externality is consid-
ered. But under the strict liability regime, the payoff of the accounting profes-
sion will be reduced, therefore the more feasible legal regime will be the modi-
fied strict liability. In China, the audit legal regime have been not worked for
a long time, which result in the universal distrust of audit system, so the ad-

visable choice which improve the audit quality in Chinese security market is to
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strength the auditors civil legal liability.

Key Words audit quality; strict liability; negligence liability; joint and

several liability; proportionate liability
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ABSTRACT The relationships between technological innovation, scale of
firm and market structure were always the disputed areas in the TIO. The
NIO broke through the localization of Schumpeter’s hypotheses and put the in-
dustrial characteristic, market power and other factors of 10 into the studies of
technological innovation. The NIO also used for reference and exerted the
newest theories of microeconomics to study the propulsive mechanism in the
development of 10 from technological innovation. With the extending of do-
main and changing of perspective in the study, the theory of technological in-
novation has become one of the most livingness areas in the theory of 10 and
procured lots of theoretic achievements.

Key Words technological innovation; scale of firm; market structure;

dynamic of 10
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ABSTRACT It is a module industrial developing age, China is an disad-
vantageous position among the whole international division, as it is a develo-
ping country. Taiwan and the mainland each has competitive advantage in elec-
tric information industry, this paper probes into two sides how to realize tak-
ing advantage of each other’s strengths, forming a strategic and marching into
Asian market or even the global market.

Key Words the electric information industry; value chain; module inno-

vation; strategic alliance
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R&D
ABSTRACT By comparative study of the R&D policy among USA.,
Japan and Germany, the paper try to find out what measures can be taken by

the government to develop R&D. These measures can be discussed in three

5 H

fields: R&D policy system, acts and laws, agency system, which will provide
experience for the establishment of knowledge production and service center of
Shanghai.

Key Words R&.D; market failure; comparative study
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ABSTRACT With the rapid development of new industries, the competition
of technological standard is crueler. The technological standard alliance is becoming
an important form of strategic alliance. In this article, the theory of Technological
Standard and Strategic Alliance is the basic theory of technological standard al-
liance study. Accompanied with Externality Theory, the Theory of Technolo-
gy Life Cycle, Organization Theory, Competition Theory and Game Theory,
they form a supporting theory system of technological standard alliance study.

Key Words technological standards; technological standards alliance;

supporting theories
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