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Questions on IPR and innovation of

E
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It is said that IPR can promotlenegonomic development with
good market structure( Maskus,2000), but it is also true
that economic development level can enhance business to
protect IPR.

The cost of imitation matters: As gap between developing
and developed countries is narrowed, the space for
imitation is limited, the desire for recreation will build up.

The existing model sets the limitation of resources and
degree of pollution, creation and IPR are demanded

The global competition: will teach Chinese companies to
learn the lessons of IPR protection(WTO, and going global).
Or will kick multinationals go away.



1. Investment driven development
model and its implication to IPR

+ 1he pace of industrialization is fastest in the
world and it transforms China from a poor
country to second largest country.

+ lechnology import and imitation are the most
important channels for economic development
given the GDP per capital level.

+ FDI plays important role in the process

+ lnvestment driven not friendly to innovation and
PR: limited understanding the function of IPR
for innovation.
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1.1Top-Down Innovation Paradigm in China
but the result is catching up
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China’s Mid- to Long-Term Plan for the Development

E
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of Science and Technology 2006-2020),

The Plan reiterated that science and technology
were the “leading driving force between economic
and social development”. Furthermore, it
emphasized the importance of innovation “as the
critical step to spur its [China’s] economic
restructuring, improve the ways in which its
economy grows, and sharpens its overall
competitive edge, and building China into an
Innovative country”.

IPR creation and protection was highly emphasized
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Targeting existing technology

+ 1here has been a strong focus on

2015/6/15

catching up to existing technology
with the aim of reducing
dependence on foreignh technology,
rather than on focusing on societal
needs or societal challenges as
drivers of technological change.



examples

+ Examples of technology policy aimed primarily
at catching up and reducing dependence on
foreign technology include

+ 1D-SCDMA,

+ Integrated circuits
* MICroprocessor.
+ Large airplane

+ High-speed rall

+ Baidoudt=}(GPS)
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1.2 SOEs as main actor for
innovation

SOEs being selected as main actor for innovaiton

Since 2008, MOST together with the State-owned Assets
Supervision and Administration Commission of the State
Council (SASAC) and All-China Federation of Labor Unions
(ACFTU) elected dozens of innovative firms each year. The
majority of the firms selected are SOEs in manufacturing
Industries.

SOEs such as China National Machinery Industry
Corporation, Power Construction Corporation of China, and
the China General Technology (Group) Holding Cooperation.

http://www.most.gov.cn/jscxge/jscxxgwj/200810/t200810
29 _64625.htm



For IT sector

+ Most SOEs are run by a very bureaucratic
organization, they often operate in monopolistic
business fields, and have little to no incentive to
Innovative.

+ 10 provide an example, China has invested huge
sums into micro chips with very little payback.

+ |n total, the central government of China invested
around 29 billion RMB for S&T development in the
field of electronics and information technology from
2008 to 2013 through three national major projects,
said Wan Gang, the minister of MoST.
http://www.chinanews.com/gn/2015/03-
11/7120336.shtml
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SMIC

Semiconductor Manufacturing International Corporation
(SMIC) received grants from multi local governments,
including Shanghai, Wuhan, Chengdu and Shenzhen, and
became the biggest semiconductor manufacturer in China.

Though the governments helped SMIC free from unbearable
funding demands, the company was never out of trouble
with many scattered factories, which are neither sizable nor
flexible, all over the country.

Since its going public in 2004, the company was never
profitable until 2009, when governments began to be less
Involved in the business.
http://www.ftchinese.com/story/001024573
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+ 1.3. the performnce of R&D system:
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China's R&D Expenditure of GDP (%) 1995-2013
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Number of Chinese Papers according to SCI
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The performance of patent and comparing with other countries
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Science progress fast then
innovation

+ As the number of SCI publications is used as
a major indicator for the evaluation of
Individuals, institutions, and programs, we
can see what some scholars call
“publication inflation” (Fu et al, 2013, p.18).

+ 1his means that publications no longer
necessarily reflect scientific achievements.
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1.4. Attention for IPR: Low response to
IPR protection under catching up model

+ Subsidy to IPR creation from different levels
of government

+ Protectionism for local company by regional
government

+ Low understanding the meaning of IPR
protection
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Limitation of institutes of IPR:
administrative(AlIC) route - drawbacks

+ Low deterrent value - no damages, low costs awards

+ Local protectionism - consequences of shutting down
a big, local employer

+ Conflict of interest - AIC responsible for collecting fees
for business licences, also tasked with law
enforcement role

+ Lack of resources (budget/manpower)

+ Variation in IP competency level (awareness of and
experience in dealing with infringer)

+ Consequences of taking wrongful raid action
+ Carries less weight than a judicial decision
+ Right of appeal to Court
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Civil litigation (Wragge’s Xu Jian’s
contribution)

+ Most litigation is between Chinese companies
although increasing number of foreign IP litigants

+ In 2010, a total of 1,369 foreign-related IP civil cases
of first instance were tried by People’s courts at all
levels

+ Courts in Beijing are most popular with foreign IP right
holders (specialist judges familiar with |IP cases)

+ Other Courts such as Shenzhen are also gaining
popularity
+ Win/partial win rates (IP rights holder) for all types of
IP infringement
x Average - /6%
+x Beijing - 80%
2015/6/ %6 Shenzhen - 91% 19



Civil litigation - damages for IP infringement

+ Generally, low level of damages (unofficial
sources say about RMB 87,000)

*+ Amendments now permit Court to order
statutory damages up to 1 million RMB

+ Evidential difficulty in obtaining information
required from the defendant to determine
appropriate level of damages

+ Average awards by city:
+ Beijing RMB 59,000
+ Changsha (Hu’nan) RMB 91,500
+ Shenzhen (Guangdong) RMB 33,500

2015/6/15 20



2:The turning point for innovation
driven development

* 2.1 The investment driven model is not
sustainable
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As the technology gap with global level is close,
business has to care more creation than
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The energy challenge after i1nvestment driven
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The challenge for innovation after
thirty years high growth

+ As explained by a report co-authored by
the World Bank and the Development
Research Center of the State Council
(2012), “China is turning to innovation
as a means of achieving rapid and
sustainable growth while coping with
looming challenges associated with
resource scarcities, climate change,
and environmental degradation” (p.34).



2.2.From technocrats to economic
leaders

+ |In contrast to the third and fourth generation,
the fifth generation - defined by Li (2008) as
political elites born in the 1950s or later, and to
which Xi Jinping and Li Keqgiang belong, consists
of a much more varied cohort in terms of
academic education.

+ |n particular, Li (2008) finds a “decline of the
technocrats” and the concurrent “rise of
leaders trained in economics, social science
and law” (p.73)
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Different emphasize

* While former President Hu Jintao and Prime
Minister Wen Jiabao focused on science and
technology as drivers of innovation,

+ President Xi Jinping and Prime Minister Li
Keqgiang have shifted the emphasis more
towards markets, entrepreneurship and
Institutional development as key enablers
and drivers of innovation.

+ Internet+ and entrepruernership been highly
emphasized by primier LI

2015/6/15 26



2.3 Demand from global
competition

+ 1he more close the gap with world leading
company, the more R&D and awareness of IPR

+ Both private and SOEs follow the call of IPR
after going global

+ Some industries such as Internet+ are running
with equivalent pace with that of silicon valley,

2015/6/15 27



The case of Beijing Orient
Enterprises BOE in TFT-LCD sector
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Why there is patent boom for Patent
in this large SOE, by interview

+ The set up of R&D center by 2011

+ [he shift from technology driven to market
driven

+ The building of 8.5 generation line for TFT-
LCD

+ More global with many foreign experts hired
for their R&D lab

2015/6/15 29



Global patent application by BOE(domestic excluded ,
from 1993 on)
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The contribution from foreign experts
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2.4 contribution from size of R&D
people and returnees



Fig. Estimated number of researchers in selected
countries/regions: 1995-2011
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Fig. S&E first university degrees as a share of all first university
degrees, by countries: 2000-2010
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More Highly cited researchers in China
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Fig. International flows of scientific authors,1996-2011,Largest

bilateral flows, by first and last affiliation
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Different plans for talent returnees
rather than production |ines
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5 Institutional reform for IPR protection according
the latest national strategy for innovation driven
development March 12,2015

IPR must be the basic institution for promoting
innovation in china

Protection of IPR as mechanism for fair
competition: civil criminal action, high
compensation,

Three in one: Civil right, administration and
national bureau of IPR into one, Special court
for IPR

IPR securitization; bonds, financing,

New BD system: liberate of enforcement right of
IPR to the hands of IPR creation agency
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3.Conclusion

* Chinese industrialization enters its second face
and it calls for IPR than the earlier stage

+ Innovation driven development will push
Chinese company to care more about creation

+ IThe closing gap with leading companies and the
global competition

+ All contributes the shift from imitation to
iInnovation and IPR protection

+ But the transformation is going on
incrementally rather then in leap frog way.
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