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Private Sector Interaction in the Decision Making Processes of Public Research Policies 

Country Profile:  China 

1. Political, institutional and economic framework and important actors 

In 2003, China’s R&D spending amounted to Euro 16,444 bn (1.31% GDP). The Public Sec-
tor accounted for 33.4%, the business Sector for 57.6%1 and other sources, including foreign 
spending, for 2.7% of GERD.2  

The Chinese Science and Innovation System is commonly recognised as rapidly catching up 
in high technology industries as well as in science activities. So far, it is still very difficult to 
assess the effectiveness and efficiency of policy approaches to develop and implement sus-
tainable research and innovation performance.  

In addition, no reliable figures on Private Sector research activities are available, because a 
significant share of Chinese industry remains state owned. Hence any reference made to the 
Private Sector refers to commercially active entities which are part of the industrial sector, 
regardless of whether they are a privately or state owned enterprise. For this reason, the 
term ‘Private Sector’ is replaced by ‘industrial’ sector for reasons of understanding. 

The Chinese Science and Innovation System is characterised by increasing international 
technological cooperation and internationalisation of commercial entities and by substantial 
regional technological co-operations. Currently, important changes in the policy and institu-
tional framework are in progress. These include the refocusing of national research policy 
towards building and expanding the research infrastructure, the introduction of increasingly 
flexible and market-oriented operations of public research institutes through the conversion 
of state research institutes to independent entities and the development of standardised re-
search policy evaluation methods. Within the Chinese Science and Innovation System, Pri-
vate Sector research activities are currently of comparably less importance, while the gov-
ernment’s involvement in industrial research and product/process development is still pre-
dominant. 

In this system, a multitude of actors interact on several levels (see Figure 1). 

a. Political and governmental authorities 

The State Council of the People's Republic of China is the highest executive organ of State 
power as well as the highest organ of State administration. The State Council is composed of 
the premier, vice-premiers, State councillors, ministers in charge of ministries and commis-
sions, the auditor-general and the secretary-general. The State Council follows the system of 
premier responsibility in work while various ministries and commissions under the State 
Council follow the system of ministerial responsibility. The State Council is responsible for 
carrying out the principles and policies of the Communist Party of China as well as the regu-
lations and laws adopted by the National People’s Congress (NPC) and dealing with China's 
S&T and education policies. The State Council exercises power of administrative legislation, 
proposals submission, administrative leadership, economic management, diplomatic admini-
stration, social administration, and other powers granted by the NPC and its Standing Com-
mittee. Hence the State Council decides on major research policy related strategies and 
guidelines. 

Among the Chinese ministries, the Ministry of Science and Technology (MOST), the Ministry 
of Finance (MOF) and the Ministry of Education (MOE) play the most significant roles in the 
Chinese National Science and Innovation System. 

                                                 
1 Note: industry spending in China includes state owned enterprises as well as private enterprises.  
2 Source: OECD MSTI database; EUROSTAT 2006; 2003 data 
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Figure 1  Relevant decision structures of the Chinese National Innovation System 

The Ministry of Science and Technology acts as a central government agency under the 
State Council. MOST is responsible for China’s science and technology activities and formu-
lates national strategies for science and technology development as well as guidelines, poli-
cies, laws and regulations. In addition, MOST directs and coordinates the departments of the 
State Council, provinces, autonomous regions and municipalities in the administration of re-
search policy. 

The Ministry of Education is in charge of measures relating to education and training, institu-
tions of all levels of education and to a limited extent for science policy. The State Commis-
sion of Science, Technology and Industry for National Defence is responsible for research 
policy in defence related research. Other ministries play minor roles in S&T policy, even if 
some others finance comparatively smaller units of highly specialized research bodies. 

b. Intermediate bodies 

The Chinese Academy of Sciences (CAS) is the umbrella academic organisation. Research 
organs attached to CAS are located throughout the country. In addition, branch academies 
are created in provinces, autonomous regions and municipalities where research organs are 
concentrated. The Academicians’ General Meeting is the supreme state consultative organ 
on science and technology. By definition, industry is currently not involved in CAS activities. 

The Chinese Academy of Engineering (CAE) is a national academy and advisory institution 
in engineering and technological sciences. CAE's mission is the promotion of engineering 
and technological sciences, fostering the development of human resources, maintaining 
close collaboration with the engineering and technological community and the enhancement 
of international cooperation. CAE is the most respected and highest academic advisory insti-
tution on engineering in China. 

The Natural Science Foundation Committee (NSFC) is an independent organisation respon-
sible for the allocation of research funds to basic research projects and to some extent also 
to applied research projects. NSFC has 26 members, including 18 from CAS or CAE. NSFC 
is also responsible for organizing the National Appraisal Committee for Scientific and Tech-
nological Awards. 
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The Chinese Association for Science and Technology (CAST) is a non-profit, non-
governmental organisation. CAST is responsible for transferring research results from PROs 
towards industrial application on micro-operational level. CAST has branches in large and 
medium-sized cities and cooperates closely with CAS and respective organisations as well 
as with industry. CAST is responsible for technology policy and provision of support for in-
dustrial research and development. It is the major public funding source for applied techno-
logical research and industrial R&D. Its mission is the promotion of industrial research and 
applications in the field of technological development and risk-carrying R&D ventures. 
Through its nationwide centres, CAST acts in close cooperation with the respective Eco-
nomic Development Centres, hence having close and immediate access to a widespread 
portfolio of different economic development programmes as well as to valuable information 
sources for technology policy development plans. Other tasks of CAST are the promotion of 
science and technology by means of scientific exchanges; the provision of policy advice to 
government; the development of cooperative relations with the international science and 
technology community and the continued education through various training programmes. 

The National Centre for Science and Technology Evaluation (NCSTE) was established to 
provide an objective and impartial basis for government departments, enterprises and in-
vestment organisations and to promote a dialogue between government, industry and aca-
demia. NCSTE serves as an advisory institution to the state organs of China, mainly the Min-
istry of Science and Technology and the Ministry of Finance. NCSTE conducts S&T program 
evaluations, research project evaluation with respect to technical, institutional, economic and 
financial aspects and institutional evaluations. On behalf of MOST, NCSTE has developed 
China S&T Evaluation Standards which are annexed to government regulation on evaluation 
management. NCSTE is responsible for monitoring international S&T policy developments 
and thus maintains strong links with international organisations. NCSTE maintains also close 
relationships to international clients including international organisations, foreign govern-
ments and international consulting institutions.3  

c. Research performing institutions 

Government financed research institutions play a significant role in Chinese innovations sys-
tem employing 27.4% of total R&D personnel while accounting for 37.3% of total R&D ex-
penditure.4 CAS as the largest publicly financed Chinese research organisation has 123 re-
search institutes nationwide with over 60,000 scientific and technical personnel. China is still 
in process of converting its state-owned public research organisations to enterprise-type re-
search institutes which are active mainly in applied research and development activities.5 

d. Industry Sector 

Industry accounts for 41% of R&D personnel6 (443,0217) and performs 61.2%8 of GERD 
(US$ bn 44.19). The industrial sector spends US$ 51.234 bn on R&D, of which US$ 44,061 
bn (86%) are domestic funds (e.g. research financed by Chinese industry), 6.8% come from 
foreign funding sources (e.g. companies which are not of Chinese origin, but conduct re-
search in the Chinese research and innovation structures, using collaborative or contract 
research, etc.). 

The Industry Sector is represented by a multitude of industry associations, e.g. the All-China 
Federation of Industry and Commerce, the Chinese General Chamber of Commerce and the 
China Chamber of International Commerce (CCIOC). CCIOC represents influential personali-
ties, enterprises and organisations from the economic and trade sectors. CCIOC, as most 

                                                 
3 NCSTE maintains cooperation and exchange with 18 institutions across the world, as well as 

UNDP, APEC and other international organisations. 
4 National Bureau of Statistics, MOST data (2003, last data available) 
5 of 1.185 conversions intended, 946 were completed as of end 2002; source OECD 2005 
6 National Bureau of Statistics, MOST data (2003, last data available) 
7 source OECD 2005 
8 National Bureau of Statistics, MOST data (2003, last data available) 
9 source OECD 2005 
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other associations, is a government-supported non-profit institution, aiming at promoting for-
eign trade and investment.  

The major focus of industrial research is still on incremental innovation. But increasingly, the 
focus shifts towards increased applied research and even a tendency towards Industrial ba-
sic research can be observed. 

2. National research policy decisions and Private Sector involvement10 

As described in the previous chapter, the Chinese National Science and Innovation System 
is still in a transition phase. Since the beginning of 2000, and especially since China became 
a WTO member, the country is increasingly opening towards international research and tech-
nology and related policy collaboration. 

Instigation and Design stage 

Usually, the Industry Sector is involved in the instigation of research policies and programs 
through consultation and informal representation in advisory boards, especially with CAS and 
NSFC. The respective CAS committees are meaningful bodies, preparing policy decisions 
especially in the course of hearings during the development of the national science plan 
2006-1010.  

In these early stages, the Industry Sector is occasionally involved through industry organisa-
tions. Involvement of Industry Sector Associations refers mainly to legal aspects of the inno-
vation system, e.g. intellectual property and tax schemes as essential components of re-
search policy. This type of contribution is in many cases initiated by the Industry Sector. 
However, currently there is no standardized procedure for Private Sector involvement. 

Until recently, activities of funding agencies, namely CAS and NSFC, were not oriented to-
wards strategy processes. At the same time, the Industry Sector participates in 90% of NSFC 
funded projects. But currently, Industry Sector involvement in these stages of research policy 
decision making is not yet perceived as being essential for the performance of the Chinese 
economy and its National Science and Innovation System. But in the long run, the Industry 
Sector involvement especially in the instigation / design stage is likely to increase. 

Implementation and Assessment/revision stage 

In the course of overall research policy implementation, the Industry Sector mainly contrib-
utes at regional or local levels, for example in the creation of technology parks and incuba-
tors. This takes place through informal consultations rather than through formal process and 
official hearings. Increasing competition among research institutions in the course of the con-
version process contributes further to the Industry Sector’s influence on research strategies 
of such institutes. 

The Industry Sector’s involvement at these stages is mostly of a rather informal nature with 
contributions at the beginning. Involvement is sought by both the Public and the Industry 
Sector and is likely to increase substantially.  

Other Private Sector involvement refers to the evaluation of research programmes which are 
usually undertaken by NCSTE or equivalent bodies. The Industry Sector is involved through 
the assessment of research projects and programmes as well as through active participation 
in advisory boards and steering committees. One specialty of China is the regular involve-
ment of foreign evaluation specialists. Such evaluations and resulting conclusions and rec-
ommendations are regularly used to adjust and to refine research programmes. The Industry 
Sector involvement hence is formally initiated by the Public Sector.  

                                                 
10 In accordance with the study’s Terms of Reference, observations in the following chapter reflect 

desk research results only, no reference to primary information sources can be made. 
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Observations: Possible barriers and current initiatives  

Despite the ongoing changes, the Chinese National Innovation System remains a centrally 
governed system.11 Central government, namely the State Council and MOST, still develop 
framework condition-related policies. In addition, China’s current research policy puts a 
strong emphasis on technology acquisition which interacts with military and strategic issues. 
As one of the most influential research policy advisors in China, CAS aims explicitly at at-
tracting and retaining scientific elites to build up a new generation of scientists, dedicated to 
science and technological innovation.  

Recent initiatives aim particularly at improving the framework conditions for the National Sci-
ence and Innovation System. The focus is on reorganisation of the national research base, 
e.g. introducing university and PRO management systems and cluster approaches in both 
regional proximity and contextual sense. 

3. Other important policy decisions with Private Sector involvement 

The core of the scientific and technological system’s reform in China was to build an interna-
tionally competitive research infrastructure. In the course of reshaping the Science and Inno-
vation System, human resources and the research base were redirected towards a culture 
conducive to an innovation-oriented behaviour. Currently, the government plays an initiating 
role in scientific and technological operations and in the allocation of respective resources. 
Most technological development institutes have taken the path of operating according to 
market mechanisms, gearing their work towards the needs of economic construction. 

Since the implementation of the State High-Tech Research and Development Plan (863 
Plan), strategic research policy planning is becoming common practice in China. In the 
course of this, High and New Technology Development Zones were established during the 
90ties attracting 16,097 enterprises, employing 1.74 million persons.12  

Since the official launch of the Knowledge Innovation Programme (KIP programme), gov-
ernment investment was increased substantially, aiming at developing CAS to a national 
scientific research base with strong, sustained capacity of innovation, a catalyst for the de-
velopment of high-tech industries and a national bank of scientific knowledge, thoughts and 
talent of international reputation. To achieve this, CAS adjusts its layout accordingly, under-
goes substantial organisational reform, and employs a process of selection of scientific elites 
to build up a new generation dedicated to S&T innovation. CAS aims at developing 80 na-
tional scientific institutes with strong innovation capacities and distinct features, including 30 
high-level research institutes that are internationally established and 3~5 world-level insti-
tutes, in order to make due contributions to the Chinese Science and Innovation System.  

One of the most important policy measures affecting the Industry Sector is the tax deduction 
system. For the purpose of encouraging the Industry Sector to become active in research 
and development, industrial enterprises whose expenditures on developing new products, 
technologies and techniques attained a 10% real growth or above, are entitled to enjoy a 
direct reduction of tax dues by 50% of actually accrued expenditures.13 Furthermore, a num-
ber of tax holidays for converted institutes were introduced.14 These measures forcefully 
stimulate the stakeholders’ innovation enthusiasm. 

                                                 
11 largely for military purposes 
12

  Rongping, Mu 2003 
13 after deduction of costs from expenditures 
14 These preferential policies allow them to exempt from paying business tax on the revenues de-

rived from technology transfer and development, and on the revenues from technical consultation, 
service and training, if their net annual revenue comes under RMB 300,000. These institutes are 
also allowed to exempt from business revenue taxes for an undefined period of time. 
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4. Types of industry involvement and degree of use 

The Industry Sector’s involvement varies, depending on the stages of research policy deci-
sion making and on the thematic context. The Industry Sector seeks involvement primarily in 
instigating and designing national science and innovation framework conditions. With respect 
to direct research policy measures, both sides seek Industry Sector involvement in the insti-
gation, design and implementation of research policy measures. Categories of Industry Sec-
tor involvement instruments mainly used are as follows: 

� General dialogue, initiated by policy makers, is occasionally used. Such dialogue does 
focus on specific decisions in the instigation and, to some extent, in the design phase 
preparation. General dialogue is also initiated with reference to mid- to long term general 
framework conditions, e.g. intellectual property and tax deduction related issues. 

� Informal involvement without active and direct participation in the policy decision making 
initiated by policy makers is part of the design and implementation stages. The Industry 
Sector is typically involved in an advisory role, but with no (co-) decision power. There 
are no examples of a formal Private Sector in a (co-)decision role. 

� Joint activities are currently negligible. 

• Staff interaction between the Public and the Industry Sector does not play an important 
role currently.  

• Proactive involvement, sought and initiated by the Industry Sector, usually takes place on 
a regional level with a focus on to the instigation and the design of mid- to long term 
measures related to national innovation framework conditions. 

Different types and degrees of involvement are explained in more detail in table 1 on page 
Fehler! Textmarke nicht definiert. Overall the Industry Sector is involved at early stages of 
research policy making with varying intensity. 

5. Selected useful examples of transferable approaches and experiences 

Despite high efforts during the transition of the Chinese Innovation System, no substantially 
proven successful examples / transferable approaches can be reported currently. 
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Appendix 1: Overview of identified instruments for Private Sector involvement 
and their use in China 

NOTE: Based on desk research only. Due to lacking in-depth information examples can not 
be validate named. 
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Table 1: Overview of instruments used for Private Sector involvement 
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