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The Context of the Review

It forms part of the new OECD programme of Country Reviews of
Innovation Policy, since 2005, reflecting the increasing priority given to
innovation by governments of OECD and non-OECD countries.

Request by the Chinese Ministry of Science and Technology (MOST), an
observer of the Committee for Scientific and Technological Policy (CSTP),
since 2001.

The other countries that have been reviewed so far are: Luxembourg,
Switzerland, New Zealand, South Africa and Chile.

The reviews of Norway, Korea, Greece, Turkey, Mexico are under way.
Hungary, Japan, Russia will start later in 2008, while some others are

under discussion.



Nature, and scope of the Review

The review does not attempt to address all issues which might arise in
building a stronger innovation system, but rather it focuses on the
contribution of the publicly funded research and of government policy to
promote innovation more broadly.

Based on available indicators, and information gathered through filed work;
and underpinned by recent OECD work, especially on the links between
innovation and economic performance, and on best policy practice to foster
l nnovationeée

It makes an independent assessment on the current state, and near-term
potenti al of a eyste'mt r yos |1 nnovation

The review formulates a set of policy recommendations in terms of policy
and governance of the NIS, but does not attempt at detailed policy tooling
design.
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Challenges for the Chinese model of growth
Despite its success, the Chinese model of growth faces a number of
challenges which may endanger its sustainability:

GDP is distributed unevenly, notably between coastal provinces and
western regions and urban and rural areas.

Demographic change has far-reaching consequences 1 China may be
Nagei ng bef or-eanplgaidng for sagingramd cnhestment.

Large migration flows exert pressure on the social fabric and the
environment, and infrastructure.

High consumption of energy and raw materials and urbanisation lead to
environmental degradation and are damaging health.



China is now the leading exporter of ICT products é € but high tech i mports are
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China remains specialised in low-tech

Contributions of industries to trade balance as % of manufacturing trade by technological intensity, 2005
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The role of science, technology and innovation

The Chinese authorities are well aware of the need to achieve a more
sustainable pattern of development and of the fact that science,
technology and innovation can contribute decisively to this objective

China has adopted a series of strategies (Revitalising the nation thru
sciences and education) and action plans (such as the 863 Plan),
aiming to strengthen increasingly the role of innovation in economic
growth in the past decades, and ,

Now it is under way to develop innovation as the engine for future
sustainableg r owt h é
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China is now a major R&D player
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R&D intensity of the Chinese economy is growing very fast
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The growth of Chinese scientific publications is spectacular but their impact is still low
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A massive investment in specialised S&T infrastructures
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Imports of technology by the Chinese business sector
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Main strengths and weaknesses

+ —
1 A very dynamic economic environment 1 Some framework conditions are not
G : underdeveloped and insufficiently
1 Government strong commitment to supportive

support R&D and innovation

1 Fast learning of best practices throughout PR R e R IR

the society and wide social acceptance of ¢ Relatively low innovation capabilities of

S&T domestic firms
f Impressive_ rate of accumulation of key 1 Weak innovation-oriented linkages
inputs (R&D investment, HRST) between public research and domestic

1 Large specialised infrastructures (e.g. ille

state of art labs, S&T parks and incubators) ¢ Regional innovation systems are
unevenly developed and insufficiently

1 The potential of the restructured public R

research sectors, including the quality of
the leading research universities 1 Current and prospective bottlenecks in

1 Fast increasing R&D investment by the HRST pipeline

foreign firms 1 Weaknesses in public governance

1 Emerging Chinese outward investment in
R&D-intensive activities
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