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Abstract

Factors affecting industrial value-added development are diverse and
complicated. ~Without the foundation of comprehensive theoretical framework,
many analytical arguments frequently lead to divergent and biased conclusions,
rendering little help for the government to set up the appropriate policy directions and
priority. The purpose of this research project, therefore, is to try to establish a
comprehensive theoretical framework to guide the analysis in a systemic fashion of
enterprises’ goal for value enhancing activities, their patterns, resources in need, the
determination of key value enhancing activities, the ways of developing and
integrating resources, and factors affecting the adopted ways, and the like. Also due
to the lack of the above comprehensive and systemic analyses, it becomes more
difficult to identify the need for adjusting present statistical system. Hence, building
a comprehensive theoretical framework for analyzing the factors affecting industrial
value-added development serves for more than one purpose.

First of all, following the premise of profit maximization as the major goal of an
enterprise, this research identifies the price, sale quantity, and cost as the three main
channels for affecting profits. Through those three channels such factors are
influential as product/service quality & function, enterprises’ market power, the
level of demanders’ willing to pay, scale of market demand, demand elasticity,
product/service differentiation, price/cost advantages, human resource supply and its
quality, capital cost, the supply and quality of raw materials, components & parts,
machinery, as well as organizational and managerial resources.

Then, the related value-enhancing activities would vary through different
channels and factors. For example, value activities enhancing product/service price
or sale quantity may include such as R&D and design for enhancing the quality or
function of products/services, differentiation, service-added, uplift of large scale
production technique & capacity, expansion of market channels or customer service
networks, brand building, production flexibility, technological barriers, among others.
As for activities reducing various kinds of costs, such activities are common as
internal human resource development, international human resource integration
capability, customer relationship management, cost management, cash flow
management, strategic investment & hedging, international financial operation,

international resource integration capability, benchmarking international best practices,
among others.

As mentioned above, while there are various kinds of value-enhancing activities,
not all activities are of the same importance or priority. In other words, some
value-enhancing activities are key to the success of profit uplift, while others less
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relevant. The importance to a specific enterprise of value-enhancing activities
depends on the enterprise’s market positioning and competition strategies (such as
direct confronting competition, differentiation competition, coalition competition,
leader-follower cooperation). Only when an enterprise considers thoroughly its
current technology bases, possible application areas & their growth potential, existing
or potential competitors, existing or potential cooperation partners would the
enterprise decide which market to target and which competition strategy to adopt so
as to obtain the highest expected benefits. Once an enterprise has determined its
market positioning & competition strategies, the priority of various value-enhancing
activities is also determined.

Among all of the relevant resources needed to devote to the key value-enhancing
activities, such resources are within the control of an enterprise in general as
knowledge or science & technology, human resources, and capital, while others are
beyond the control of an enterprise, such as industrial cluster, infrastructure, legal
settings, and the like. For those within the control of an enterprise, taking capital as
an example, either internal or external capital sources is a possible way of resource
supply. As for knowledge or science & technology, there could be such ways as of
own development, M&A, development cooperation, development outsourcing, and
purchase from outside. Among the above five major ways of obtaining the needed
resources for engaging in value-enhancing activities, all but development outsourcing
apply to human resources as well.

The choice among the above ways of obtaining the relevant resources depends
on such factors as current technical gap, core competence requirement, strategic value
of the related resources, business secrecy protection requirement, relative advantages
of external supply, resources features (such as quality, supply, price, mobility),
customer interaction requirement, among others.

Based on the above theoretical framework, established in chapter 1, this research
goes on to review the official statistics of industrial value-added to feature the related
development among different industries, followed by case studies of four major

manufacturing sectors: metal & machinery, chemicals, livelihood, and information &
electronics).
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