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Abstract

After rapid growth over past 30 years, China’s economy has surged as one of
world’s super powers in term of scale, the competitiveness of the economy also
improved. However, it remains to be seen if the current China’s economic growth model
is sustainable and if China’s economy can reach the superpower level on the aspect
competitiveness as well. A large number of studies have shown that innovation is one of
the most important determinants for long-term economic growth. China must change the
existing model of economic growth in order to be strong instead of continuing to be taken
as a chunky economic entity and to maintain the momentum of sustained growth. This is
also to say that extensive economic growth with low-cost resources pursuing scale
expansion should shift to intensive model of economic growth based on technological
innovation and on continually enhancing the capability of independent innovation. But
the problem rests with why the economic agents in our country are not interested in
innovation, or why it’s so hard to push forward innovation activities in our country.
Theories and practices indicate that the fundamental factor of innovation is inputs, is
the continued inputs in physical capital and human capital. Such inputs are often not
only large-scaled but also over a long period, and the return on investments is difficult
to estimate. That is why, in the past, innovations simply rely on government
investment, which results in small scale and low efficiency. The only way to change this
situation is to rely on market forces in a market economy environment.

In fact, in the course of China’s rapid economic development, economic growth
pattern is moving in the direction of intensive development, and this transfer is more
and more obvious and fast. As a macro-policy, both the eleventh “ Five-year”

development plan and long-term scientific and technological development program
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clearly emphasized that improving the ability of independent innovation is a priority in
future economic development. Specific measures are also being carried out, the
scientific and technological inputs have been strengthened in recent years, the input of
independent innovation is especially so. From a market background, after 30 years of
economic development, China has basically built a relatively complete market system.
As a part of this market, financial system is becoming increasingly sophisticated and
healthy. We have established capital markets and witness its fast development. The size
of capital markets has become the economy’s “barometer” , the capital markets structure
evolves into a multi-level model with market efficiency enhanced and market function
gradually improved.

The current improved policy environment and market environment are the strong
evidence that marks the beginning of China’s economic transformation, and future
economic development would rely on the transfer of present growth model. But how to
effectively promote the change of this development model is the the focus of theoretical
researchers. The article, in this context, starting with the research of independent
innovation and capital markets, demonstrates the relationships between capital markets
and enterprises’ independent innovation and the role played by capital markets on
independent innovation. We think the original mechanism of capital markets matches
well with the core elements of corporate innovation. By making full use of the role of the
capital supply by capital market and mechanisms of price discovery and risk
diversification, enterprises can fundamentally push forward independent innovation. I
then explore the realization mechanism of capital market’s promoting enterprise
independent innovation, which means the construction of three major platforms, namely
financing platform, incentive platform and gathering platform.

In addition to introduction, the paper divides into six parts. Chapter two, the
theory on how capital markets promote enterprise innovation presents an in-depth
analysis of the basic elements of enterprises’ independent innovation and indicates that
enterprises are the primary subject of independent innovation. And in this part, we also
discuss the market performance of the benefits and risks of enterprise independent
innovation from a financial point of view. In the rest of this section, two primary

mechanisms for the capital market are elaborated on, one is capital supply mechanism;



Abstract

the other is price discovery, risk diversification and management mechanism, At last, I
analyze how these two mechanisms play an active role in encouraging enterprises’
innovation activities.

The third chapter, on the basis of theoretical argument of the second chapter,
takes an empirical test on input factors and output of Chinese enterprises independent
innovation. We find the correlation between capital factor, human factors and enterprise
independent innovation, and a stronger contribution degree of capital factor for
enterprises independent innovation, while the contribution of human factors reflects
more from the raise of the quality of human force. Secondly, we test the relationships
between capital market and enterprises independent innovation and how the capital
supply mechanism of capital markets, price discovery and risk diversification
mechanism work for enterprises independent innovation.

Through theoretical argument and empirical testing, overall, the paper
demonstrates the capital markets active role in promoting independent innovation,
presents from a deeper level the realization mechanism of capital markets acting to
promote enterprises independent innovation, and advocates to build three platforms of
the capital market to promote enterprise independent innovation through improving the
functioning system of capital market.

The fourth chapter analyzes how the financing function of capital market help
promote enterprises independent innovation, as well as the strengths and weaknesses of
this financing function for promoting independent innovation. The Argument, not only
analyzes from the perspective of financing costs, but also from a point of view of
financing stability and accessability of the capital markets, moreover we probe into the
uncertainty, risk and other characteristics of enterprises independent innovation. We,
therefore , find that the construction of a capital market financing platform can directly
contribute to enterprises independent innovation.

Chapter five, based on the arguments in chapter two and three, concludes that
enterprises independent innovation is not only capital-intensive activities, but
technology-intensive activities. We analyze some basic features of capital market such
as that its incentives for human capital in innovation have a long-term effect, ils aim is

to raise the overall level of human capital, etc. We also discuss the incentive function



#BANH S0 B F EIH

of capital markets about how to promote human capital, and how to improve the
inherent ability of human capital so as to drive forward enterprises independent
innovation. At the same time, we analyze the incentive function of China’s capital
market, and identify some fundamental causes why the incentives function of China’s
capital market are not significant in promoting enterprise independent innovation.

Chapter six discusses the gathering function of capital market, and the reasons for
gathering function to promote enterprise innovation. I conduct a simple empirical test on
the effect of gathering function of China’s capital market on enterprises independent
innovation, and come to a conclusion that the gathering function of China’s capital
market have an active effect on enterprises independent innovation, but the positive
effect is not very significant.

In Chapter seven, all the contents of this paper are summarized, and I accordingly
propose some new ideas on how to make China’s capital market work well for promoting
enterprise independent innovation. 1 also provide some policy recommendations aimed

to enhance the system, functions and efficiency of China’s capital market.

Key Words: Enterprises, Independent innovation, Capital market, Incentive
mechanism, Realization mechanism, Financing platform, Encouraging platform,

Gathering platform



|y T RN R RSO —— 1
g L T 2
—. 2ty A IR EBRIFGIFLERE 2
S AL AZAFEERATHEEI o 4
ENPSYER LI SR ET PSP T TS TIEY " SRR 6
WA WA IR E ERIFFIE SCHREEIR o oovvvrreerreneerrennneennn 7
— . BIFTE B EAIHF e e e 7
L FATHEL L G AL BIET oo, 12
S LR IR IR A AR RGBT RG] e 15
N BIHE S HIFIT T HE oo 17
B T R S P RN 17
T BB B T g ceere e 17
R 5 .2~ S PN 18
BN ABHBIBHERR GHFIIAET -veereereererrerrenssssenennenaneanas 19
. FRRLEE B EEHE wreerrsansersoanssneannennnssinnissinniosiarintiostsninssissisnsisins 19
S BFR AR FT G TR R e 20
F—EF BAEATHEWHFLUB ETEFIRFIVFIFFE - 21
W A A FRET B 2 AR AT e 21
L A R A FTEG B E 21
S b B E A BTGB e 25
S5 AL ERNBTERIE AP eeeeereerm e 26
e A G E A ATEG L RAFAL e 26

AN A I B G REFLA oo 30



2 #ARMHELNVEFEH

W AT LT E ERVBT MM eeeveerrrrerrinerinnneannnn. 33
— . FARATIZRE AL A Z ARSI FAHUA] -oocvererrmnrrrnrrnninerieeeannn, 33
L RATHIRBE DL G Z A IFE TILHUE] croeeeernmmnemneeiieeieean, 39
Z.RATHIRB AW A F A B EILEAE o eevererrmerrnereaeeieeen, 43

= T U SN 45

E-EF AATIHEHLWE T EIIFAITIEDY o ovvvrrrrrrreerrmmnnanneaeannnn 46
%_, 'l!." }E[j{l{hj[[ Fl iﬁu/ﬁ(m%%ljm% .......................................... 46

—, REDLH ZATH A <oorercomrneramnmsnossonnoronsanossssnmssnronessns 46
Z KEL W H FA B LA FALDAT coeeeerererne e 53
W AT SN [ BT DERRGI wvvvrnrnrrnmnneaaeeaaeeeeeenaanna 59
— . BRETATHHAL G I 3T R IEIE oo 59
T KIS AT RGBT et e 61
SRR TG b A I E RBISBAL e 63
. ORATHE LA FAFEEIIARTE < ooeeeree 67
CHERUIE (i1 NI 7EE D NI B AR P 0% o I 72
— L B BRI G BB R e 72
T FBE IS ceeeeeen 72
. I BRI ZE R e 73
AR B JINGE +ee e 75

FME FAENHEELWBHFHFIANKZ —RBFEE oo 76

B W EREH IR AR JEER e 76
e AL A EAIPRAMEER e 76
S A G A F R AL e 78
S A B R FRABERAEE 79

W AT IR A R AIHT oo eeeermrmmmmmmm 80
e BRI E G E e 80
— o BEBRRAE PRI R BIILEL o 82
L RATH R R AR FARAY 84

$A Al A ERUE A E YERIBEA T B R Stk e 89

e RABRERBE Y B FE ooeeeeeereeree e 89



SR ) E AR RN KA A TR TG e 90
2., 2R FERTHRBEIHRBEME BT <orssmmsvesvsaersanonsvanns s svans sosose sassos 94
W9, AR TR AT EE AT oo 95
N ] N P 100
FRE AXTHRELUEAEUFORANAZ=—BBHEE oo 101
Bt B EHBRTEAFTE  corsrmrmamn pases ssmessssarsesaransoss 101
— . BEAFEDIEER e e 101
. DR ARG R IL e 103
W= ol B R BRBBIHLE]  -eeeeoemen e s s 104
— B G HIHUR] BREAS et 104
= b B E AN TP RGLBIHUE] e 105
I BEAGEURI R A B e 107
V9. REACEE G A f FABTEIE R et 110
A RIBAE S EBURS ol A EQTH RS e 115
— . R EBEACGHE N T AR oveer e 116
o EAIEACEFIA G Bk B EAFIR DL ceeeeeeerereeee e 121
= BRAGEIAT T B Z ARG e 125
ACEE/NGE  rvseroenrerrrnnnsisirettii s s et 127
EARE AXNHRECWBEFUFNLANFHZ=—EKRFE - 129
A WATHIGIEBINAE o ooorerrere e 129
—  EIREHEA ceevereeeeeee e 129
=, ﬁ$ﬂ;i@%5§%#€:ﬁ ......................................................... 131
= RATHERS TS L B B FELIFAT e 135
W AT B ] ERDET AL e 136
U AT eeereeeeee e e 137
U AT R e 140
= fEBER O v ——— 141
VG . AR ZE B ceeeee e 143
Wl REVEAIT AR S (| BRI RE ee 144

— . BEAARTIHERIIKGHT o 145



4

"AANH SV BT EIH

= BEABBEIBRIE 5o rovnvs reonms vesses sawens svusss ssuuss wrwess samses Graes 055 149
Z.REBAAATHERE L LA IR H LRI oo 152
VG . A IEZEFE v e 153

A B I NG e 154
B TR ETHEREEL oo emreevammmmrrsrse st sosssa sonsss sesssnsasse s o 155
BT WIIEGETE v 155
— . RATGIT LG ZAFTEIEFHUE] oo 155

. RARATH Tk B A IR FZILHUE] e 155

= RATHRGES LA EAMFALEGEIRFIAM oo 156
B IREVEAN AR QDI ooeeeeeereee 157
— IRAL LB B A BT EARKLAL e 157

= mRMESERATATS, TERATHKRER oo 158
I REBEEATHYHEN, R0 RBELETAEE o 159
m§ .......................................................................................... 162
BEFETLRR  cvvvvveormro e 165



