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Comments on Institutional Background

of Industrial Policies and R&D Investment in China
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(a. School of International Business;b. Library, Guilin Tourism University, Guilin 541006, China)

Abstract: This paper reviews the institutional background of industrial policies and R & D in
China,and proposes the details for the industrial policies to care in promoting innovative be-
havior of enterprises: The private sector initiative must be incorporated into the public policy
framework so that the strategic direction and coordinated role of the governmental policies
could be realized; The analysis of industrial policies should focus on how to make the policy
process more reasonable, which means how to design a system that enables the private sec-
tors and government departments to work together to solve the production problem; govern-
ment departments and the private sectors must keep proper distance in order to minimize
corruption and power rent-seeking; The optimal policy for the information externality limit-
ing “self-discovery” activities is to subsidize the new and non-traditional industries, and sub-
sidization before the case and supervision after it should be combined; The subsidies must
have clear potential to provide spillover and demonstration effects.
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