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[0 O Salient characteristics of industrial clevelopment in the modern world include[d development oftraditional
industries based on fossil fuels like oil has peaked; development of high-tech industriesexemplified by electronic
information technology is at the prime stage; and development of modernservices represented by financial services
has entered an expansion period. The three industries thatredefine the modern economic landscape-the traditional
industry [0 mainly the industrial sector] [ the high-tech industry [0 including the industrial and services sectors
O and the financial services in-dustry-have become the three pillars of the econoomy. Each of these industries
occupies a pivotal po-sition and penetrates or relies on the other. When the global financial crisis broke outd the
three in-dustries faced some deep-rooted contradictionst] [ [1 The traditional industry faced increasingly severe
resource and environmental constraints. In theface of cost pressures and because of the lack of a flexible
mechanism the traditional industry wassubsequendy transferred from developed countries into developing
countries. In the high-tech indus-try [ O investors were inclined to make riskier short-term investments because
of a lack of confidence inlong-term investments due to the absence of an effective business model protecting
against the " crea-tive destruction” of technological innovation] even though developed countries possessed
technolog-ical advantages. With a high proliferative capacity[] the financial services industry expanded
rapidlythrough high leverage Lo create a disproportionate expansion in the virtual economy[] thereby
exacer-bating the systemic risks of the financial system.[J [0 [J There were substantial obstacles in front of the three
mechanisms underpinning irulustrial devel-opment worldwide[d 100 The coexistence of inadequate innovation in
some areas and excessive inno-vat.ion in other areas arose[] partly from a lack of impetus for industrial innovation
because of itsspillover effects and high risks and part.ly because of innovators' ability to transfer the risk of failure [
which may lead to excessive innovation in certain areasC] . Thus[d the prospects for breakthrough in-novation in
core industrial technologies remained unclear. Meanwhile[] enormous investment re- sources were absorbed and
increasingly high risks built up in the virt.ual economy; 200 Firms O par-ticularly super-large firms[J cost
control capabilities were in decline but their earning power or profit-ability was heavily dependent on capital
operations [J mergers[] acquisitions[] spin-offsC] reorgani- zations and securitizations(] in the virtual financial
economy since the institutional mechanism lackedflexibility. Whenever there is a change in the market
environment[] the entire economic system might be exposed to serious systemic risks; 3L1 The traditional and
high-tech industries' market penetrationcapabilities lacked adaptability and scalability[] making it difficult to cope
with the substantial change /n the market demand structure and social [J residential(] wealth structure. This was
reflected in traditional and high-tech firms' lackluster sales performances and their increasing dependence oncredit
expansion.[J 0 0 OJ
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