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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

100 Electrical machinery and equipment
Medicines
80 |- e ~ 7] Foreign-owned firms
[l Others General purpose machinery B Domestic fims
[0 Foreign owned Special purpose machinery
60
[l Sino-foreign owned Communication, computer, other electronic equipment
Sino-foreign .
. Transport et ment
40 - o cooperatives port equip
B State-owned ) Chemical raw material and chemical products
20 Measuring instruments, machinery for office work
Processing of ferrous metals
0 1

0 05 10 15 20 25 30 35
1996 1999 2002 2005 R&D intensity (%)



