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Abstract

Our effort to publish the Annual Report on Building an Innovation-oriented Country
(2010) persistently aims at advancing theoretical innovation research, documenting the
dynamics in building innovative country and reviewing compelling issues in innovation
yearly.

Drawing on a comprehensive review to the evolution of technological progress and
economic growth literature, this report will identify and analyze those most widely
applied research methodologies investigating the connections between technology and
growth. In addition, theories of innovation policies and cross—country experiences in
designing, implementing and evaluating those policies will be introduced and examined
to provide lessons for building an innovative China. To envision new trends and
prospects in innovation research, novel theoretical perspectives included in the 2009
volume of Research Policy—a top ranked international journal specialized in innovation
study—will also be selected and synthesized in the report to update the knowledge base
of researchers and policymakers.

Macro level empirical analyses will be conducted for cities, provinces and multi-
province regions to verify the effectiveness of different theoretical and policy approaches
in the Chinese context. In specific, innovation capabilities of the first 50 cities in 2008
GDP ranking are first systematically evaluated by their innovation investment scale,
environmental carrying capacity and output capacity, and succeeded by in-depth case
studies based on the experiences of 21 cities striving to become more innovative. Next,
a regional innovation capability index system has been developed to comprehensively
measure and compare the performance of individual provinces and multi-province
regions along four dimensions: talent nurturing capability, science and technology
innovation capability, business innovation capability and social infrastructure. In
subsequence, all units at the provincial and multi-province regional level are ranked by
using the 2009 data and an innovation input-output analysis is creatively developed to
account for the differences among multi-province regions such as the Yangtze River
Delta, the Pearl River Delta, Northeast China, West China and Mid China.

Micro analytics in the report are derived from surveys concentrating on innovation



factors such as firms, financial supports and talents, and especially investigate their
significance in relevant hotspot issues. By grouping a large sample of firms differently
according to their scale, ownership structure, industrial classification and geographical
location, this report has assessed the innovation capabilities of Chinese firms from
different perspectives and at different levels: despite higher outlays in innovation, large
and medium size firms in China are less aware of the importance of independent
innovation and thus have been reluctant to improve their innovation capabilities; the
scale and intensity of private firms’ investment in innovation have been continuously
increased, nevertheless research and development (R&D ) activities are still severely
underdeveloped there and the competency of R&D personnel are still low; in general,
Chinese firms are greatly differed across industries in terms of their talent pools’
magnitude, competency and the scale of their R&D expenditure while their innovation
capabilities descend geographically from the east to the west. Meanwhile, financial
supports geared to the development of science and technology have been found to
progress rapidly as financial institutions, like the banks, are committing more resources
to boost innovation; the starting of the Small and Medium Enterprises Board (SMEB) ,
in addition, has creatively set up a bridge for high-tech start-ups to access external
capitals and cross the so-called “death valley”. Therefore, this report will dedicate a
section to analyze the industries listed on the SMEB, particularly shedding light on how
SMEB may affect these industries’ status and prospects. Last but not the least, drawing
upon the results of a survey completed by academicians in China, as an elite proportion
of the national talents, our report discovers that obstacles in commercializing inventions
and preserving a stable research team concern Chinese talents the most when they strive
to achieve innovation. In response, how institutional reforms are to be proceeded in
China’s science and research enterprise so as to address the aforementioned issues, will

continue to receive greater attentions from the academicians in 2010.
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