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Producer Services and Industrial

Upgrading of Beijing

Preface

The study focuses on industrial upgrading of Beijing as capital of China.
Beijing enters service economy early in China. From the 12th Five — Year Plan’s
outline of Beijing, after the services dominant structure established the capital e-
conomy faces the mission of industrial structure adjusting and upgrading profound-
ly. It’s necessary for Beijing to take improving capital service function as main
engine , merge service function and service industry, to realize more economic de-
velopment and service function improvement during servicing the development of
region and nation. Advancing industrial upgrading profoundly requires propel in-
dustry convergent development and build modern industry system. It’s necessary
for accelerating service industry adjusting and upgrading to improve the develop-
ment of producer services which includes finance services, information services,
science and technology services, business services and circulation services, and
construct producer services center urban which services region and nation and ra-
diates internationally. The industrial upgrading in terms of service economy has
more important and abundant meaning. It’s necessary to improve industrial struc-
ture lever and benefit and further whole economy development level through pro-
ducer services playing leading role. Meanwhile industrial upgrading and urban
function can improve reciprocally. As Beijing performs radiating and driving role
as core city to Beijing — Tianjin — Hebei region and capital to nation, service e-

conomy in Beijng and industry economy in region and nation can make mutual
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progress. Therefore it has important theoretical significance and practical value to
research industrial upgrading of Beijing. It innovates on industrial structure theory
in terms of service economy succeeding traditional industrial structure theory. It
develops demonstration analyses on the industrial relation and upgrading in Bei-
jing and industrial interactive upgrading between Beijing, its region and nation,
advances sirategy and countermeasure, generating practical directorial value.

It adopts study frame as theory analyses — demonstration analyses — strate-
gy and countermeasure.

Firstly develops theory analyses. The producer services as intermediate
knowledge input lead industrial upgrading in terms of service economy. The theo-
ry of economy development based on increasing returns from intermediate special-
ization is the theory basis of the dominant role of producer service’s in industrial
upgrading. The model of knowledge — intermediate specialization interaction in
endogenous growth theory is the archetype of theory model of the dominant role of
producer service’s in industrial upgrading. It constructs theory analyses frame of
industrial upgrading in terms of service economy taking the circular cumulate cau-
sality as thread. It elaborates the connotation, character and internal mechanism
of industrial upgrading in terms of service economy, builds the theory model of
producer services dominating industrial upgrading referencing to existing study,
generalizes the accomplishing mechanism of producer services dominating indus-
trial upgrading, summarizes and refines the conception model of industrial upgra-
ding in terms of service economy. Industry specialization especially intermediate
specialization has mutual development with knowledge accumulation and technolo-
gy progress. Producer services as carrier of knowledge capital through stimulating
increasing returns by industrial merging upgrading, industrial innovating upgra-
ding, industrial clustering upgrading, industrial competing upgrading, during the
course of interacting and merging with other industry, decreases costs, enhances

innovating ability, improves operating efficiency, and therefore promotes industri-
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al upgrading. Meanwhile producer service’s development and upgrade, which re-
presents dominant industry upgrading, is also the important symbol of industrial
upgrading. The industrial upgrading basing on knowledge intensive service and e-
conomy development is the two sides of a coin, which promotes development of
industry specialization and knowledge accumulation. The specialization and de-
velopment of producer services and whole industry upgrading possess circular cu-
mulate causality of reciprocal promotion.

Secondly, develops demonstration analyses under theory analyses frame. It
develops demonstration analysis from two aspects. One is from Beijing self indus-
try system upgrading and the other is from interactive industrial upgrading be-
tween Beijing, its region and nation. For the first aspect develops demonstration
analyses on the industrial relation and upgrading in Beijing. Using input — output
method analyses the linkage and merging development between producer services
and other industries in Beijing. The development of services in Beijing has power-
ful self — enhanced effect and services self build industrial interaction and linkage
network initially. Manufactures have merging and interaction linkage with services
to some extent, but the level is not as well as it’ll be. Manufactures and the more
knowledge and technology intensive producer services haven’t formed tight linkage
and good interaction. Under the base of input — output analysis using industrial
panel data it develops econometric analysis on the function of producer services in
industrial upgrading in Beijing. It raises the basic hypothesis that producer serv-
ices as dominant industry has positive effect and function on industrial upgrading
in Beijing. It builds the first and second panel data model on the basic hypothe-
sis. Then it raises the second hypothesis that the intermediate demand B ins
dustry development pulls the services development and upgrading. It builds the
third panel data model on the second hypothesis. The regression analysis results
of the models support the hypothesis.

For the second aspect of demonstration analysis of industrial interactive up-
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grading between Beijing, its region and nation, it tying urban function and indus-
trial structure and upgrading analyses the radiating and driving function of Beijing
in its region and nation and the productive industrial integration and upgrading.
Beijing is the economic service center in its region and nation. The service func-
tion of Beijing mainly includes innovating center, controlling and administering
center, high business servicing center, circulating and marketing center, infor-
mation servicing center. The specialization of industry value chain is the new
fashion of regional industry integration. The core city develops and agglomerates
strategic service segment of industry value chain through producer services, in-
tegrates, organizes and controls the development of regional industry. In the cap-
ital economic circle, the specialization of industry value chain dominated by Bei-
jing hasn’t formed. Tianjin and Hebei have remarkable specialization of the sec-
ond industry and the third industry with Beijing. The internal structure of the sec-
ond industry and the third industry is also strong complementary between Tianjin,
Hebei and Beijing. Tianjin and Hebei can accept manufacture gradient displacing
from Beijing and have the industry base of accepting services radiating from Bei-
jing. Vertical specialization of manufacture between Beijing Tianjin and Hebei
lays foundations for regional network of producer services. In nation Hong Kong
and Shanghai is the most important service center. The service function and pro-
ducer services development of Hong Kong and Shanghai is complementary to Bei-
jing. Beijing, Hong Kong and Shanghai constitute the strategic service engine of
industrial development and upgrading in China.

Finally, advances strategy and countermeasure for further industrial upgra-
ding in Beijing. The main strategy consists in that the capital function and func-
tion upgrading determine the orientation of industrial upgrading in Beijing, and
that overall merging and permeation dominated by producer services is the thread
of industrial upgrading in Beijing. Then it raises the strategic measure. Firstly,

constructs manufacture and service industry chain and cluster to further enhance
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the industry competitiveness of Beijing. In Beijing, the merging and interacting of
highly — level manufacture and services enhance the nucleus industry competitive-
ness. In the region, promotes industry value chain specialization to accelerate in-
dustrial upgrading in Beijing. Beijing fully performs center urban function, im-
proves service level, enhances service radiating energy and realizes further func-
tion specialization and industrial upgrading. In nation, services the manufacture
adjusting and upgrading of China to realize industrial upgrading in Beijing. Dur-
ing the course of the manufacture sector fostering nucleus competency though ele-
vating to high service sector of industry value chain, the higher lever demand for
producer services promotes Beijing realize industrial upgrading as performing the
service function. Secondly, promotes services self — enhanced to realize services
upgrading. In Beijing, constructs services system and elevates services industry
competitiveness. It’s necessary to further enhance the internal input — output in-
dustry linkage and interaction of producer services and construct producer services
industry chain and cluster. In the region, promotes Beijing and subaltern cities
build rational specialization in service function in which Beijing holds the high
sector of services industry chain. It’s essential to enhance the services integration
dominated by Beijing. In nation, promotes Beijing, Hong Kong and Shanghai
mutually lead the national value chain in complementation. It’s necessary to fur-
ther perfect service function through mutual promotion and construct high — level
services industry chain to perform high — level service function in China.

The main innovation outlines of the study are as follows: The first aspect is
the research thought way. Innovates the research thought way of industrial struc-
ture upgrading under the term of service economy. The research pays full empha-
sis on the dominant position of services and dominant role of producer services in
industrial upgrading of Beijing. It takes the interaction and merging between pro-
ducer services and manufacture and services to improve industrial upgrading as

main thinking thread and substance. Meanwhile, tying urban function and indus-
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trial structure under the background of region and nation from the performing and
enhancement of urban service function supported by producer services, considers
the industrial upgrading of Beijing, and conjoins the service function of capital
with industrial upgrading of Beijing. The second aspect is the theory innovation.
Under the base of traditional industrial structure theory in term of industry econo-
my, integrating character of economy based on service and knowledge, referen-
cing to specialization theory and endogenous growth theory it constructs theory an-
alyses frame, and verifies and applies in the demonstration analyses on industrial
upgrading of Beijing. It develops the industrial structure theory in term of service
economy. The third aspect is analysis on industrial linkage. Under the traditional
industrial economy the research on industrial upgrading and linkage emphasizes
on the linkage between manufacture and services. Under the service economy it
analyzes not only the industrial linkage between manufacture and services but also
the industrial linkage among services. The industrial upgrading of services which
has dominant position in industry system of Beijing depends on the interaction and
merging among services. It has very important meaning for the advanced develop-
ment of industry economy of Beijing.

The main studying methods of the study are as follows: firstly, combines
theory analyses and demonstration analyses. Basing on economy development the-
ory of specialization and increasing returns, comprehensively using industrial e-
conomy theory, services economy theory, regional and city economy theory, de-
velops demonstration analyses on industrial relation and upgrading, on urban
function and industrial upgrading of Beijing dominated by producer services. Sec-
ondly, combines quantitative analysis and qualitative analysis. Qualitative analy-
sis mainly uses input — output method and econometrics and combines the two
methods. Uses input — output method analyses the industrial linkage, using in-
dustrial panel data develops econometric analysis on the function of producer

services in industrial upgrading in Beijing.
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