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The Core Capability, Function and Strategy of Chinese Manufacturing
Industry——Comment on “Chinese Manufacturing 2025”

HUANG Qun-hui, HE Jun
(Institute of Industrial Economics CASS, Beijing 100836, China)

Abstract: The deep-rooted difficulties and challenges that Chinese manufacturing industries are likely to
confront require China to build its core competencies on its unique industrial bases, human resources, market
demand, and cultural characteristic and improve these competences continuously. Comparative analyses and
historical research reveal consistently that every advanced industrialized country possesses core technical
competencies that are difficult to imitate and to diffuse. In addition, institutional arrangements that help to turn a
latecomer into a strong industrial country should always fit the core technical competences of its manufacturing
sectors. These appropriate institutional arrangements are characterized by homogeneity among advanced industrial
countries, as well as by path dependency and heterogeneity rooted in unique competences of a particular country.
Yet, organizational capabilities of an advanced industrial country, which interact with technical capabilities and
enhance each other mutually in a co—evolutionary process featured by strategic complements, consists only of
heterogeneous rather than homogeneous institutional arrangements. Compared to the United States, Japan, Germany,
Korea and other advanced industrial countries, the advantages of Chinese manufacturing industries lie mainly in the
manufacturing of modular products and large complex equipment while the disadvantages lie in the fields of product
architectural integration, manufacturing technique integration, and core components requiring both integration and
cutting —edge technologies. There are two potential avenues to enhance the core competences of Chinese
manufacturing industries. The first is to strengthen the capabilities of turning integrated products into modular
products through architectural innovation and standard creation. The second is to make the most of the mismatch
between foreign technologies and China’s local market and to enhance the capabilities of architectural innovation
and integration in the field of complicated equipment. From this perspective, “Manufacturing in China 2015” in
essence provide only stronger conventional industrial policies but no answers to a more foundational question—where
Chinese manufacturing industries should go.
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