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Abstract

According to general industrialized countries’ experience, capital
deepening can make positive contribution to the manufacturing industry’s
quality and a country’s macro economic development. But statistic data
show that Chinese manufacturing industries’ capital deepening process
had unsatisfying economic performance, such as rapid decrease on cap-
ital marginal revenue, unsteady increase on labor marginal revenue and
marked drop on total factor productivity. The essence of industrial capital
deepening is the evolution of production factors’ relative density. The eco-
nomic performance of industrial capital deepening depends on the full
realization and continue improvement of production factors’ productivity. As
there exists tight connection between capital deepening and production
factors, the research on laws of capital deepening in view of industrial
competitiveness whose main content is productive efficiency and allocative
efficiency of factors will be actable.

The productive efficiency of factors is the outward layer of industrial
competitiveness. In this aspect, the promotion tendency of manufacturing
industries’ competitiveness during capital deepening was not very
marked, even a falling tendency could be observed. The further research
on increasing marginal revenue of production factors becomes a transition
which helps to transfer our attention from the productive efficiency to basic

abilities of industries which contain the abilities of technique progress.
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drawing and rejecting production factors, industrial organization’s promo-
tion and regional agglomeration and proliferation. And these abilities were
regarded as the inward layer of industrial competitiveness in this paper.
Adopting an essential , long-term and dynamic researching aspect in
depicting industrial competitiveness during capital deepening, we take
“response dexterity degree” index into calculation. The empirical study
proved: no obvious technique progress could be found during industrial
capital deepening; the industries had certain ability in drawing and
rejecting partial labor factor because of cost at proper time, but capital
factor’s performance in this aspect wasn't very good; on production
factors’ flowing direction, the industrial capital deepening was the
process of capital factor’s flowing into effective enterprises and effective
regions, but on production factors’ response speed on it’s relative produc-
tivity , the allocative efficiency of capital factor was weak, and labor fac-
tor had relative stronger allocative efficiency among industries and
regions. In a word, the industrial organization structure and regional lay-
oul structure had certain response ability, and they were approaching the
most effective condition of produetion factors’ allocation. This conclusion
is consistent with Lin’s theory which pointed out that the actual speed of
technique progress is lower to potential during low-efficiency industrial
capital deepening in catch-up strategy, and the exploring study on other
three basic abilities in this paper will be useful complement of Lin’s theory.
The ability of technique progress during industrial capital deepening
depended on the technology spillover and diffusion in economic affairs
involving foreign interest, the capital factor'’s flowing speed and scale
towards R&D, and the efficiency loss during R&D process. The ability of
drawing and rejecting production factors during industrial capital deepe-
ning was mainly influenced by the artificial endowment advantage in macro

economic condition, as well as the sunk cost, transaction cost, institu-
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tion cost and transfer cost during production factors’ flowing process. The
ability of industrial organization structure’s promotion during capital deep-
ening was mainly influenced by the diseconomy of scale during vertical
expansion . operational risk during unrelated diversification, the moduli-

zation tendency during industrial organization structure’s evolution and the

development opportunity of small-sized enterprises on global value
chain. The ability of industries’ regional agglomeration and proliferation
during capital deepening was mainly influenced by capital factor’s
agglomeration speed, economic performance and network risk, as well
as the long-term bottleneck about institutional efficiency in undeveloped
regions.

Contributing to promoting the industrial competitiveness during cap-
ital deepening, this paper proposed: improving the productivity of enter-
prises . industries and industry clusters as they are the main user of pro-
duction factors through technique progress, gradually promoting produc-
tion factors’ allocative efficiency from two essential aspects which contain
the flowing ability of factors and the entry and exit barriers of industries,
and ensuring the efficient factor users are accessible of required mar-

ketized production factors at the same time.
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