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Abstract

The frequent fluctuation of world economy increases the systematic risk of
economy, especially during the period after the 2008 world financial crisis.
Although in the process of slow recovery of economy status, enterprises are fa-
cing more risk factors than ever before. In fact, enterprises are taking more
severe challanges as the globalization trend and the formation of international
market.

China has achieved dramatic progress in economy during the last three
decades under reform and open policy. Nowdays, China economy is at the
post-medium stage of industrialization, and steps into the first year of the
twelfth “5-year plan”. But in the situation of rapid scientific and technologi-
cal development, deepening of industry division and decreasing sustainable a-
bility all make the international competition disadvange for the Chinese firms.

In order to survive in the market competition and domestic reform of eco-
nomic development pattern, enterprise should institute and maintain favora-
ble, long-lasting and dynamic core competence and advantage of competition.
As the entity of market economy, an enterprise survives the market environ-
ment via getting, investing and using factor capital effectively to operate and
provides popular products services, getting involved in value-added activites.
The necessary production factors include traditional factors like human cap-

ital , financial capital, physical capital, and new resourses like technology,
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Abstract

knowledge and information. They are factor capital in terms of value and to
form factor capital structure when comparing to each other in terms of quantity
and quality. Both the economy development history and the real world prove
that, the new, advanced factor capital play a more important role in instituting
core competence of a firm. Enterprises should follow the steps of those firms
who innovates continuously and successfully development. They should get
high quality new factor resources; adjust factor capital structure in order to
construct endogenous competence and core competitive advantage. Otherwise,
firms who has weak technological competence and those who get their compar-
ative advantage based on the much inexpensive labor cost and natural re-
sources will be trenched in a relatively much lower place on the value chain.
It follows that they are exploited by the higher-place firms and are steping into
predicament and then disappear. Meantime, due to the real-world diversifica-
“tion of factor capital finance and corporate governance practice, it is in high
demand to have an ideal goverance structure which can realize an effective
mechanism to adapt to modern firm property right characteristics and to foster
firm development. Therefore, to construct an effective corporate governance
compatible to factor capital structure is an urgent task of modern financial
management.

The main points investigated and argued in this book include: investment
on technology capital is the main source of core competence and competitive
advantage. Relied on static comparative advantage, a firm can be easily
trapped in the lower position of value chain. On the contrary, independent
technological innovation and optimization of the factor capital structure is the
powerful engine of firm development. The allocation of the residual ownership
and residual control rights acts as an incentive for the owner of technology cap-
ital, as on the same position with other stakeholders, to form effective copo-
rate governance that can be organized to make the firm progress.

Organized as 7 sections, this book mainly focuses on the topic of technol-

ogy capital formation, factor capital structure adjustment and corporate govern-
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Abstract

ance based on factor capital and stakeholder approach. The main areas are as
follows ;

To start, section 1 proposes the economic background underlying the re-
search, the main problems of firms in China, the research approaches and the
technological route and the idea diagram. From the visible data and factual
facts listed in the background part, it is easy to deduce that the technological
level is becoming a great hinder for firm development. Economic contradic-
tions will deepen and weak competence will spread if the resources are not
used effectively. From the viewpoint of the real condition of factor endowment
and the economy development trend, firms should invest capital to new factor
capital and to adjust the factor capital structure deliberately.

Section 2 is meant to review the literatures about technology capital , cap-
ital structure and firm development. Supposed to be the underlying theory,
capital theory and firm theory are em;;hasized in this part. The main conten-
tion of the book is to cultivate an effective mechanism to help firms develop.
The technology capital, the main topic of the book is defined here for the pur-
pose to develop other topics later.

From section 3, the book discusses the course of factor capital formation
in a firm and the endogenous relationship between the factor capital and firm
competence from the view of firm development. It also points out that intensive
investment in technology capital is the key point to maintain core competence
and competitive advantange.

The purpose of section 4 is to examine the basic idea in empirical ap-
proach that high new factor capital can lead to high production efficiency. In
fact, 43 listed companies of agricultural type in Shanghai Stock Exchange and
Shenzhen Stock Exchange were selected to form a linear programme. Section 4
tests the capital production efficiency exploying Data Envelope Analysis ap-
proach and it proves the assumptions before to be basicly reasonable. The con-
clusion also reveals that near half of the sample firms can achieve technologi-

cal and scale efficiency. Some measures are also proposed at the end of this
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Abstract

part to make progress in these firms.

Section 5, another important chapter in the book, concentrates to the bal-
ance sheet of factor capital, a financial statement which reports the source of
factor capital and factor asset uses, for internal use only. And it also explicitly
states the value creation process involved factor capital. Self-dependent tech-
nological innovation is supposed to an ideal solution to break the vicious circle
of technology imported.

Section 6 further analyzes the property charateristics of factor capital and
proposes a coporate governance model encompasses the technology capital
owner and other stakeholders. To avoid feckless, inefficient governance in
modern firms, a theoretical governance model which enhances technical expert
who holds firm-specific human capital is introduced. It argues that the owner
of technology capital taking part in ownership is a good explanation of the
practice of stock-exchange-technology. It addresses the problems of govern-
ance of stakeholder frame by construct a governance model which can balance
the allocation of ownership and interests. The model also emphasizes technolo-
gy capital investment as an engine of firm development.

The last section concludes the book conservatively. It reviews the whole

research and discloses the future reseach area in the field of factor capital.

Keywords: technology capital; factor capital; factor capital struc-

ture; corporate governance; firm development
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