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I. The development of the knowledge-based economy must also obey the law of value chain.

From the impacts of the bubbles created by the internet economy at the end of last century upon the global IT industry and the economy of the US, we can come to the conclusion that the development of the knowledge-based economy does not only depend on its development speed, but also obeys the fundamental laws governing the industrial economy.  In other words, real value and profit must be formed by satisfying the market demands in order to redound returns to the investors.  The process and cycle of value formation, or the “value chain”, which includes the links of research, development, production, distribution, marketing and profiting, must be taken into consideration; otherwise, the sustainable development of the knowledge-based economy cannot be achieved.

II. In an era of globalization when the knowledge-based economy has started to grow, the new features of the value chain must be examined if it is to be formed and maintained.  And that requires, in my opinion, that each of the links of the value chain should have an adequately high speed of response and efficiency, so that the demands of various markets could be satisfied or created to the maximum, and a reasonable value (or profit) could be generated and returned to the investors.  Otherwise, the value chain will not be maintained or developed.  To be specific, each link of the value chain must have a stronger capability of innovation, sufficient support from the capital market, the support of a sound, efficient industrial basis, effective coordination between various links and cooperation with the advantageous forces of all nations. The shaping of the R&D strategy of each and every RTO will need to take into account the formation and development of the whole value chain, and will need more complementary cooperation, especially the cooperation with manufacturing and service companies that are in front line of market competition.  Well, of course, if it is possible, stimulating the innovative ability of the RTO staff is an eternal theme.  For the development of the knowledge-based economy, the best condition is to realize the maximum value increment of new knowledge by making “destroyed innovations” and thus forming new core technologies.  However, it is by no means easy.  First of all, it is necessary to establish all the bases for innovation and it needs accumulation for many years.  Especially for the developing countries, a long-term effective strategy for development must be developed in accordance with their own actual conditions, and substantial progress would not be achieved without the continuous efforts of several generations.

III. The Actions of the Chinese Academy of Sciences

Based on the above analysis, and proceeding from the actual conditions of China, the trend of economic globalization and the context of the knowledge-based economy, the Chinese Academy of Sciences have taken the following measures to adapt itself to the development of the global knowledge-based economy;

1. To increase funding for research in fundamental sciences, and encourage innovation in the managerial system, the adoption of organizational forms that are more responsive to market demands, such as company, and the adoption of funding from various sources, such as venture capital

2. Recognizing the facts that industrialization has not been completed in China and a modern enterprise management system has not been widely established, CAS supports the development of high-tech companies and encourage them to adopt modern enterprise management system.  It recruits professional managerial personnel who have studied and worked abroad to develop leading companies in some specific sectors, such as Legend Group Limited and China Netcom Co., Ltd, and establish research institutions under them.  Besides, we also support the transformation of traditional Chinese industries by use of IT technology.

3. In view of the special functions of venture capital in optimizing the links of the value chain and connecting them, the Chinese Academy of Sciences organizes venture capital management teams consisting of professional venture capitalists who have completed their overseas studies and returned to China.  In particular, the Academy has established the Shanghai NEW MARGINE VC Company and some joint venture funds with various circles (mostly private capital), in order to facilitate the healthy growth of innovative enterprises in various stages.  In this way, we intend to promote the development of the knowledge-based economy in China.

4. To strengthen cooperation with the international science & technology community, industry, capital market and the consulting service sector, thus speeding up the development of high technologies and high-tech enterprises on the basis of mutual benefit and complementarity.

Economic globalization and the emergence of the knowledge-based economy constitute great challenges to the world RTO, especially the RTO of the developing countries.  However, opportunities also exist, which requires a longer and sharper eye and a more creative strategy of their RTO leaders in order to grasp the opportunities and meet the challenges.

