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EXECUTIVE SUMMARY
For the last two decades, the Chinese government has been constantly increasing its commitment to
improve international collaboration in science and technology, starting with the first boost given by the
S&T Cooperation Programme for Priority Projects launched with the 10th Five-Year Plan 2000–2005.
Since then, all the Chinese research institutions have increased the programmes and incentives towards
international collaboration.
This report, “Framework condition in China”, is a deliverable from the EXCITING project, an ECfunded project, under the H2020 programme with the objective to study cooperation between Europe
and China in the area of the IoT and 5G. In this report we highlight opportunities and obstacles for
EU-China collaboration in IoT and 5G.
This document describes 10 existing or potential opportunities to be explored:
1. There is a strong network of EU organisations in China providing services to facilitate activities
for EU organisations wanting to operate their business in China (most of them acting as softlanding organisations) and some Chinese organisations are dedicated to foster global partnerships.
2. Beyond EU support, there is also a favourable incubation industry in China. The People's
Republic of China has heavily supported the economy by creating investment funds, providing
subsidies and launching incubators with the objective to offer better-paying jobs to the next
generations, creating ideas and technologies. In this extensive ecosystem there are top accelerators
and incubators dedicated to the IT field in China and there is a growing hunger for international
collaboration. This demand is mainly concentrated on US collaborations so far, thus space can be
fostered for European collaborations.
3. China's private investors also invest massively into technology companies. There are funds
specifically dedicated to TMT (Telecommunications, Media and Technology) and 5G, and machine
learning is also highly attractive to investors. Corporate Chinese investors have been investing into
EU companies and are willing to continue.
4. Innovation Clusters have been deployed and include the creation of Science and Technology
Industrial Parks. China has set up 54 industrial parks, some dedicated to new generation mobile
communications for instance. China has also rapidly established special economic zones.
5. Regarding the specific 5G policy, the Chinese government announced early 2018 5G networks plans
and secure quantum communication backbone network. The 3 main regions of clusters start building
their 5G networks.
6. The China IMT-2020 (5G) Promotion Group signed an MoU agreement with 5G PPP and there is
an IMT-2020 Working Group inside the 5G PPP, facilitating collaborations in this field.
7. Since the 70’s the EU-CN cooperation and support structures resulted in an increasing number of
organisations entering the Chinese market. The MoST co-funding mechanism also facilitates
collaborations between EU and China. The EU-China ICT-22 Call also fixed a common priority on
3.5Ghz and C-V2X, with eMBB and connected cars for common standardisation.
8. There is an opportunity to be explored, regarding the public procurement policy, besides the
restrictions, for goods that are not available in China or 20% more expensive than abroad.
9. China also introduced significant changes in its IPR system, resulting in attracting foreign
investment. EU and China, being both members of WIPO and following several same international
treaties, makes the IPR system similar between both.
10. To facilitate the participation of European partners in Chinese programmes, a report issued in
January 2018 recommends participating at individual level (researchers) more than organisational
level (institutions) and mentions that Chinese evaluators appreciate applicants showing they have
already successfully participated in a previous project and bringing extra funding from external
sources. Also, local level programmes are more accessible than national level ones.
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The deliverable also identifies 10 critical challenges and obstacles that are currently potentially limiting
EU-China collaboration:
1. Chinese clusters are usually informal organisation with heavy involvement of local
authorities and Chinese Public Private Partnerships are quite limited to public vision as 55%
of the private companies are in reality state-sponsored enterprises making a big difference with
the European vision and functioning of PPPs.
2. China has a large Public Procurement market but its openness to foreign companies still faces
some barriers with laws, regulations and policies that tend to favour national goods and
services (‘Buy Chinese’ clause, with the exception of goods not available in China or if 20%
cheaper abroad) and unexpected, frequent and unwritten change of rules by local authorities
also make it difficult for foreign businesses to access Chinese markets. However, the
government procurement process starts becoming more open (more public tendering).
3. There are also restrictions for Foreign Businesses. For example, in the China (Shanghai) Pilot
Free Trade Zone, it is prohibited for foreign companies to invest in strategic areas such as
Marine or Topographic Mapping, Aerial Photography, etc.
4. Censorship has also experienced an increasing growth in strategic areas such as communication
technology, for instance the field of 5G, which on the other hand, are usually highly prioritised
areas for development.
5. The Cybersecurity Law (China’s data protection regime) is the equivalent of Europe's GDPR,
with at least 10 draft standards that deal with both data flows and protection of personal
information. The question that remains unclear is who will enforce obedience?
6. Foreign applicants without residence or business office in China wanting to file a patent must
appoint a patent agent defined by SIPO (State Intellectual Property Office) to act on their behalf.
For 5 years China has received the largest number of patent applications in the world and given
the growing number of legal issues regarding IPR, foreign businesses need to adapt.
7. The return policy of overseas Chinese scientists to compete with Western labs is a real threat.
Launched in 2008, the Thousand Talents Programme offers attractive salaries, start-up packages
and tax incentives. The Chinese government helps them in setting up a lab that will eclipse their
Western competitors.
8. Chinese programmes are mostly only readable in Chinese. Which raises more barriers for
EU companies to detect and access Calls.
9. The cultural barriers are another important point. European partners are expected to show
more interest and spend more time to dialogue with Chinese authorities, helping them to
understand their company's role and impact in the Chinese economy, explain their business and
activities.
10. Finally, on the 5G side, China is still more focused on the hardware part, and on providing wide
wireless access and high-speed broadband for media, while the EU wants to involve all verticals
to create new applications using 5G. This difference has to be taken into account when seeking
collaboration with China in the 5G domain.
In such context, this report, identifying and analysing common issues and differences between EU and
China IoT and 5G ecosystems, aims to better support policy dialogue in R&D cooperation and
strengthen the collaboration in the areas of 5G and IoT.
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1 INTRODUCTION
1.1 Objectives
Task 2.3 in the EXCITING project particularly promotes a framework analysis regarding EU-China
partnerships and respective regulations, outlining the appropriate conditions and mechanisms in which
co-operation and opportunities can be reinforced for the benefit of both parties and particularly how to
foster participation for EU actors in Chinese programmes. The analysis identifies the common issues
and differences between the two contexts, to better support policy dialogue in R&D cooperation.
This report constitutes Deliverable D2.3 of the EXCITING project: “Report on Framework condition in
China”. It is the result of the work carried out in WP2 ("Assessment of Chinese Future Internet
Ecosystem and comparison with EU models") under Task 2.3, which analysed the current framework
within China regarding existing partnerships and regulations and will be the basis for the analysis
and recommendations to be made in WP5 ("Roadmapping activities for Chinese/EU policy, ecosystem
and technological co-operation").
Moreover, the Task takes into close consideration the good practices established in other successful
projects, such as: DragonStar and DragonStar Plus, CHOICE, ECIAO, Probe-IT, etc.

1.2 Structure of the report
In this document aiming at designing the framework conditions for EU companies to participate in
Chinese programmes we tackle the main aspects involved in this objective:
-

The Research and Technology Infrastructure in China, covering the start-ups incubation and
acceleration industry in China, the ICT Policy and clusters programmes, the Public Private
Partnerships, the Mega Projects and the programme favouring the return of overseas Chinese
scientists.

-

On the financing side, we will address both public and private financing, including the private
financing landscape for RD&I in China, the China’s public procurement (as it is a political and
financial tool), China's national schemes and Chinese programmes where EU companies can
participate, as well as EU programmes where Chinese companies can participate to foster
collaboration

-

Regarding the RD&I regulations and policies in China related to international collaboration, we
start by studying the Chinese RD&I Ecosystem, then we then take a look at the special economic
zones and science parks, followed by the restrictions and benefits for foreign businesses, the
EU-China Cooperation in S&T and China’s data protection regime, and finish with China’s
Patenting and Licensing System.

-

Finally, we address capacity building in China for EU companies, with the European SME
support infrastructure, and the specific example of the ENRICH China success stories as a
capacity building offer for European organisations entering the Chinese market.

We conclude the report with final key points on opportunities and obstacles for EU companies to
penetrate the Chinese ecosystem, based on the above observations but also based on discussions with
our Advisory Board members and Webinars on the subject.
Although most of the main measures are concerning all RD&I domains, throughout this work we focus
as much as possible, and when relevant, on specificities related to the 5G and IoT domains.

Page 10 of 55

D2.3: Report on framework condition in China

2 RESEARCH AND TECHNOLOGY INFRASTRUCTURE IN CHINA
This section provides an overview of the Chinese support to RD&I ecosystem development, including
the incubation and start-up ecosystem, the ICT and clusters policy, the Public Private Partnerships
landscape, and the overseas talents return policy and support.

2.1 Incubators and Accelerators Industry in China
There is a favourable incubation industry in China that European organisations could benefit
from. The People's Republic of China has heavily supported the economy by creating investment
funds, providing subsidies and launching incubators with the objective to offer better-paying
jobs to the next generations, creating ideas and technologies. By the end of 2016, the InBIA
(International Business Incubation Association) numbered 1000 incubation programmes. But
after these tremendous support policies, economists worried about an inflating bubble in the
world of China’s smallest
companies. In this extensive ecosystem there are top accelerators and incubators dedicated to
the IT field in China, such as Sinovation Ventures (incubator and VC in connected devices and
IoT), HAXLR8R (IoT Accelerator in Shenzhen), ReadWrite Labs ("the World’s Leading IoT
Accelerator"). Among this boom for entrepreneurship, we noticed a growing hunger for
international collaboration, so far quite concentrated on US collaborations, thus European
collaborations efforts could be intensified.

2.1.1 How the incubation industry started and developed
China's first technology incubator was established in 1987, but the market started to explode in 2005
when the authorities decided to take an active interest. The number of domestic incubators surged from
around 500 in 2005 to over 2,000 in 2015 and they are now multiplying almost everywhere in China.
The figure is expected to near 5,000 by 2020, according to a report1 from the research institute iiMedia.
The development of China's business incubator ecosystem has formed its own characteristics and began
to show various forms.
During the classical development period, the primary development stage of incubators, that lasted for
about 10-15 years, the government supported its establishment and development with special policies,
invested a lot of funds, and created the initial level of incubation conditions.
The diversified development period, also known as the second venture of Chinese incubators, lasting
about 20-30 years saw the gradual transition from providing all-round services to providing direct
services for development, venture capital and international development for the incubated enterprises.
In the era of globalisation, also called the third venture period, the support of multinational corporations
and transnational investment institutions are the main symbols of the global incubation.
The reasons for the incubation boom are multiple: policy makers wanted the next generation to find
better-paying work in modern offices, creating the ideas, technologies and jobs to feed the country’s
future growth. Also, China’s state VCs have held USD 336.4 billion (approx. EUR 278 billion) for
investing in the nation’s start-ups at the end of 2015. According to the data from Beijing-based VC
Zero2IPO the figure has tripled since 2013.

1

http://www.iimedia.cn/1459930903380n2906.pdf

© EXCITING Consortium 2016-2018

Page 11 of 55

D2.3: Report on framework condition in China

Currently, China’s incubation programmes mainly fall into six categories:
1. Corporate Incubators grant start-ups convenient access to capital and technology support. E.g.:
incubators run by Baidu and Tencent, Microsoft Accelerator;
2. Incubator + Angel Investors following the Y Combinator model2, providing start-ups with a
seed funding from private capital and mentorship, in exchange for an equity stake. Those
incubators get profit when incubated start-ups are acquired. E.g.: Innovation Works, TusStar3;
3. Incubating and co-working space offers a shared incubator-like space, community, and more.
E.g.: 3W Cafe, Garage Cafe4;
4. Media-backed incubators leverage their media resources by connecting incubating projects with
VCs and helping them with media coverage. E.g.: Bang Camp by Chuangyebang;
5. Incubator programme by realtors simply generates profit by collecting rental fees from
"incubation" start-ups. E.g.: Soho 3Q, UR Work5;
6. Incubation programmes that have special added value services, whether it’s a technology
specialty or access to finance or fashion. E.g.: F Camp by Trends Group.
With the state’s support tactics for start-up incubation (ranging from offering free land, lower taxes,
subsidies for operational costs, and funding), incubators have multiplied, and overcapacity problems
have occurred. Not only has the number of incubators risen, but also the area they cover (a majority of
the 67 incubators registered with the Shenzhen government in 2013 and 2014 take up more than 10,000
square meters each, with the biggest standing at half a million square meters).
But the lack of start-ups applying has made it easier to enrol in an incubation programme, thus quality
inside is not guaranteed. And according to iiMedia Research Group’s report, most of China’s incubation
spaces stay empty with an occupation rate of less than 40%.
And, although most Chinese incubators provide similar services, including free or low-priced
workspaces, training, and operation management, there seems to be a disparity between what incubators
offer and what start-ups really need.
iiMedia’s report informs that China’s incubators are primarily funded by government (28.4%), then
enterprise or private (22.8%) and finally universities (17.7%) but universities are also mostly stateowned.
According to InBIA (the International Business Incubation Association), China has 750 recognised
incubation programmes and another 250 in the works, compared to more than 1,800 business incubators
in Europe alone, and 2000 in North America. The Torch High Technology Industry Development Centre
of the MoST announced that as of the end of 2016, China was home to 3,255 incubators and 4,298
makerspaces, and a total of 223,000 small and medium-sized enterprises emerged from these
programmes, the data showed. Among them, 1,871 companies were listed or debuted. The eagerness
evident in these programmes is a direct result of the central government’s new policy to aggressively
promote the establishment of entrepreneurship centres across the country.
Government support and financial incentives have been a double-edged sword to Chinese business
incubators, helping reverse some of the inherent cultural aversion to the risk of entrepreneurship.
However, many were run by inexperienced government officials who kept their centres propped-up by
generous top-down financial support. Recognising that a change had to be made, the MoST released
guideline recommendations encouraging business incubators to recruit industry-experienced

2

www.ycombinator.com/

3

http://www.tusstar.com

4

http://www.chekucafe.com/home

5

https://www.urwork.cn
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management teams, to streamline the process of company launch, and to establish platforms for
international collaboration.
Hence, for instance, Tongji University recruited industry experts to run their centre and they have
implemented a programme that has become a model for other university programmes around the
country. neoBay is another interesting case study of new government policy in action. It is an incubator
“Super Mall” with multiple incubators and accelerators focused on different industries under one roof.
The facility also has a first-of-its-kind business registration centre that is a one-stop shop to complete
company registration with every government agency. Both Tonji University and neoBay have
successfully recruited and partnered with international entrepreneurs looking to break into the Chinese
market. Both programmes are constantly looking for new foreign entrepreneurship centres with which
to partner and collaborate.
The entrepreneurial embrace came with much governmental financial support and, all over the country,
officials have been creating investment funds, providing subsidies and building incubators. However,
the heavy spending is raising worries about an inflating bubble in the world of China’s smallest
companies. Along with the government funds, venture capital money is flooding the country, and some
economists and entrepreneurs are concerned that the government is helping fuel a growth that might
ultimately result in failed businesses and financial losses. For instance, the sole city of Suzhou, near
Shanghai, has announced it will open 300 incubators by 2020 to house 30,000 start-ups6.
Beijing’s policy makers have a long history of giving favoured companies easy access to loans and
subsidies to propel certain industries. It fostered the nation’s industrialisation, but this excess contributed
to the result of empty apartment blocks, mothballed cement plants and other major consequences
threatening the economy’s stability. “I think the subsidies shouldn’t be a long-term policy,” stated Jin
Xiangrong, a well-respected economist at Zhejiang University in Hangzhou.

2.1.2 The regional incubation spots and hunger for international
partnerships
China is no longer the manufacturing hub and a technology laggard. Today, thousands of start-ups go
through an accelerator or incubator programme in China each year.
The desire to cultivate start-ups in China has not only made existing accelerators head east but has also
stirred companies to create country-specific accelerators. SOSV, a USD 250 million (approx. EUR 206
million) venture capital fund that focuses on accelerating technology start-ups worldwide, established
Chinaccelerator in Shanghai. Chinaccelerator helps Chinese internet start-ups establish themselves in
the world, and helps foreign start-ups do the same in China.
Below are some of the top Chinese accelerators and incubators7 by city, in the IT field.
Beijing:
-

Microsoft Accelerator Beijing offers a 4-6 months accelerator programme for later-stage startups looking at scale-up their business;

-

Sinovation Ventures is an incubator that also invests in Series A and Series B stage start-ups in
specific technology areas, such as connected devices (IoT), developer tools, and EdTech;

6https://www.nytimes.com/2016/09/04/business/international/venture-communism-how-china-is-building-a-start-up-

boom.html
7

The major differences between an accelerator and an incubator is that an accelerator aims to accelerate an existing business,
whereas, an incubator aims to turn great, innovative ideas into a business. And typical mentorship at an accelerator lasts between
three to nine months but the duration of an incubator programme could reach five years

© EXCITING Consortium 2016-2018
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-

Beijing's Zhong Guan Cun is China’s Silicon Valley. The district is adjacent to two of the oldest
and most prestigious universities in China, and Zhong Guan Cun attracts some of the best
entrepreneurial talent in the country and is where up to one hundred start-ups are launched each
day. Launched by the government and Haidian Property Group in 2013, InnoWay (see
"Zhongguancun Inno Way" p. 47) is now home to nearly 50 incubators and accelerators8.

Shanghai:
-

Chinaccelerator accepts two classes of start-ups each year to move to Shanghai for three months
to participate in its accelerator programme. Chinaccelerator focuses on internet start-ups;

-

Founders Space offers an accelerator programme to start-ups of various types and industries;

-

The 7-year-old INNOSPACE+ combines an incubation and investment model. It has incubated
nearly 400 start-ups, with a 75% 3-year survival rate. Having incubated and accelerated 10 startups with a valuation exceeding EUR 12.4 million within 12 months of inception, INNOSPACE+
Ventures’ first EUR 5 million Angels Fund recorded a book gain internal rate of return of 42%.
The Shanghai Tech Bureau has acknowledged them as the #1 ranking accelerator in the region.
Together with their VC Alliance, consisting of the top VC players including Gobi Partners,
PreAngel Fund, Innoangel and Atom Ventures, they have been referring projects to each other;

-

InnoSpring helps start-ups expand their business in China and around the world;

-

Shanghai Valley helps global entrepreneurs successfully enter the Chinese market or utilise
resources and capital in China to grow in the international markets;

-

Start-up Leadership is an incubator for innovators worldwide with a Shanghai branch;

-

There are other Chinese start-up accelerators in Shanghai, such as Cyzone, Feimalv, iStart (close
to INNOSPACE's model), and Suhehui. Cyzone’s main business is media.

Shenzhen:
-

HAX (HAXLR8R) focuses on hardware, based in Shenzhen and San Francisco, and is
considered as an IoT Product Start-up Accelerator, Hax accepts two classes of start-ups each
year to move to Shenzhen for 111 days to participate in its accelerator programme;

-

ReadWrite Labs (formerly called Wearable IoT Labs) is "the World’s Leading Internet of
Things (IoT) Accelerator", the four-week Gateway programme in Shenzhen focuses on
providing founders with education and expertise on China manufacturing and prototyping, goto-market strategies, crowdfunding, and China fundraising. A mix of international and Chinese
start-ups brainstorm with each other and get advice from mentors on how to turn their ideas into
reality.

Shanghai and Beijing are seeing the rise of another phenomenon that we already know well in Europe:
co-working spaces and makerspaces, also hungry for opportunities to partner with - and learn from - coworking spaces abroad, providing new opportunity for inter-regional collaboration.
Recently co-working spaces are focusing on attracting young and trendy start-up people, thus are found
close to universities and engineering colleges. A pioneer in building up such start-up ecosystem, is
Tencent Incubator. To encourage a community mindset, INNOSPACE+ also has an entrepreneurs café,
a hardware lab and accommodation, and even a gym.
Shanghai's Zhangjiang area is also a place where start-ups showcase their latest technologies in fields
such as Internet of Things, Big Data, Cloud Computing, Artificial Intelligence, Mediated Reality, And
Augmented Reality. Start-ups attend DemoDays like the one themed "Unlimited Innovation – Unity of

8

"Top accelerators and incubators in China" by Jessica Hoyt, Jan 5, 2017 https://www.globig.co/blog/top-accelerators-andincubators-in-china
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Cloud, IoT and AI" launched by Kongfu International Start-ups Incubator, a member of the Microsoft
Cloud and Mobile Technology Incubation Program.
Concerning specific incubation activities in the IoT and 5G fields, apart from the HAXLR8R and the
ReadWrite Labs, there is also the Kongfu International Start-ups Incubator. This is a joint effort of the
administrative committee of Zhangjiang High Tech Park, Microsoft China, and Sensoro, which started
its trial operation in October 2016 and has since been dedicated to nurturing “unicorn companies9” in
fields of IoT, Big Data, and Artificial Intelligence. So far, 35 related start-ups have moved into the
incubator and they have received total investment of 442 million yuan (48.6 million EUR). Like
INNOSPACE+, Kongfu has already forged partnerships with more than 20 multinationals, foreign
consulates, and overseas incubators, aiming to help Chinese start-ups go global and help overseas startups develop in China.
Microsoft Cloud and Mobile Technology Incubation Programme is a cooperation between Microsoft,
Shanghai Zhangjiang government and an incubator operator. The programme is intended to build a
platform for cloud and mobile technology incubation, to offer technical training and demonstration, to
provide start-ups with services including a cooperative programme for the development of a Public
Cloud.
Most of these international partnerships are made with American partners, but the Chinese' hunger for
international collaboration gives space for a few more promising collaborations with European
incubators.

2.2 ICT Policy and programmes
The ICT sector is strongly promoted in China and has received support from the central government,
which also encourages foreign companies to invest in the country.
In 2006, MIIT published the “National Information Development Strategy 2006-2020”. This strategy
outlines the overarching goals for the Chinese ICT industry by 2020. The key points are as follows:
-

to grow the economy through high technology rather than capital investment by fully
utilising the ICT industry;

-

to develop indigenous innovative core technologies rather than imitating or introducing
them from abroad;

-

to establish a world-class reliable, and safe information system; and to make government
and military affairs paperless.

The 13th Five-Year Plan further supports the vision abovementioned by emphasising the need to
cultivate integrated circuit industrial systems and to foster Artificial Intelligence, intelligent hardware,
new display technologies, smart mobile terminals, 5G mobile communications, advanced sensors, and
wearable devices into becoming new areas of growth.
Naturally, the information and communication technologies are widely spread along the 7 strategic
emerging industries listed in the Plan. As a consequence of ICT’s role in various sectors and
applications, there are many available opportunities for European clusters to enter the Chinese market
and take advantage of offering the latest trends in ICT.

9

A unicorn is a privately held startup company valued at over $1 billion. The term was first used in 2013 by venture capitalist
Aileen Lee, choosing the mythical animal to represent the statistical rarity of such successful ventures.
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2.3 The clusters policy
Chinese clusters are usually agglomerations of companies limited to geographic areas, with
unformal organisation but heavy implication of local authorities (whereas the EU clusters are
more formal organisations for a joint strategy for their members that are mostly totally privately
managed SMEs).
But the Innovation Clusters, deployed by the TORCH Programme (launched by the MoST,
deploying also Incubators, Seed and Venture Funds), include the creation of Science and
Technology Industrial Parks. China has set up 54 industrial parks counting nearly 60,000
companies and contributing to 7% of China’s GDP. Chengdu Hi-tech Zone for instance is the
largest R&D Chinese centre for new generation mobile communications, Shenzhen is dedicated
to telecommunications, etc. It is of interest for EU 5G and IoT companies to benefit from those
strategical places.
Cluster development is, in China, primarily managed by the NDRC (National Development and
Reform Commission) but the Ministry of Industry and Information Technology (MIIT) and Chinese
Ministry of Science and Technology (MoST) are also involved.
The most notable programme regarding cluster development is the TORCH Programme (MoST),
approved in 1988 by the national government. It is responsible for much of the cluster development as
well as the internationalisation of the high-tech industries.
Clusters are mainly located in three Chinese regions: The Pearl River Delta (PRD), Yangtze River Delta
(YRD) and Bohai Rim (Beijing – Tianjin – Liaoning).
It is important to note that neither the NDRC nor the MIIT provide direct financial support for the
development of Chinese industrial clusters. In spite of the absence of government financial support,
the industrial development of the country has been impressive. This might be partially motivated by the
fact that the division into small steps of integrated processes eases the access of funds for small
companies by other means. Within clusters, companies can: acquire credits, enjoy tax incentives, and
even receive informal financing from friends and relatives. Besides, local governments can provide the
necessary public services and stimulate the cluster growth.
The business model of clusters in China slightly differs from the European one; however, they also share
many characteristics. The Chinese cluster organisations are agglomerations of companies,
including big firms, limited to geographic areas and that often do not have an organisation of
reference that acts as a representative. On the contrary, the EU clusters are formal organisations
that represent and manage a joint strategy for their members that are mostly SMEs.
Even though the visions of EU and Chinese clusters may differ in certain ways, it is necessary to
emphasise the importance of public policies for the development of Chinese clusters. The
implication of local authorities has proved to be very useful in order to provide the infrastructural
conditions for establishing a cluster, the guidelines and objectives to follow as well as for acting as a
mediator to attract businesses.
Another optimistic aspect is the main emerging industries for China, which are already rather developed
in Europe. The country has strategically focused on four primary sectors: automotive, biotechnology,
renewable energy and ICT that present several opportunities for the EU to cooperate with China in S&T
innovation, trade and business development. The EU and China have selected a number of areas for
joint interest and mutual benefit. In the ICT sector, clusters in Dongguan that were originally
manufacturing-based have gradually turned into specialised clusters in different industry sub-sectors
such as IoT, Big Data and Cloud services.
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2.3.1 Main ICT clusters in China
Hong Kong’s ecosystem is one of the top financial technology hubs in the world. With over 100
FinTech ventures and more than 35 investors and accelerator programmes, Hong Kong’s FinTech
ecosystem is growing at a fast pace. Hong Kong has a fast-growing technology start-up ecosystem with
great potential for acceleration due to its unique strengths. Its prime location next to the hardware
manufacturing cluster of the Pearl River Delta provides the city with strategic opportunities, as FinTech
and IoT have become key growth areas of the technology sector. Key entities are Invest HK, Whub,
HKTDC, Cyberport and Hong Kong Science and Technology Park.
Zhongguancun Science Park
In 1988, the State Council approved the establishment of the Beijing New Technology Industrial
Development Trial Zone (predecessor of the Zhongguancun Science and Technology Park). Thus,
Zhongguancun became the first high-tech park in China. Zhongguancun is one of the innovation and
entrepreneurial locations for overseas talents conferred by the Central Personnel Work Coordination
Group. During the 12th Five-Year Plan period, Zhongguancun further improved its Science and Future
S&T Cities, promoted the development of the northern R&D service and high-tech industrial belt, which
are located in North Haidian, South Changping, as well as the southern high-tech manufacturing and
emerging industrial belt consisting of the Beijing Economic-Technological Development Area and
partial areas of Daxing, Tongzhou and Fangshan districts.
Chengdu Hi-tech Zone
Chengdu Hi-tech Zone (CDHT) was established in 1991 and is one of the earliest state-level hi-tech
industrial development zones, an ISO14000 National Model District and one of the six pilot zones
established under the project of "The World's First-class Park Initiatives" sponsored by the MoST.
CDHT has gathered a group of new generation communications companies represented by Siemens,
Motorola, Nokia, Ericsson, Alcatel, Huawei and ZTE, and has become one of the largest R&D centres
for new generation mobile communications in China. The sales revenue achieved ¥13.4 billion in
2012.
Shenzhen is already reputed to be a technology capital in China, turning itself into the world capital for
makers with a virtuous ecosystem not only of factories, but also for makers and entrepreneurs for China
and the world. The city is home to Tencent, a Chinese giant technology software and social media
company that created WeChat (WeChat has more than 963 million subscribers). To reflect Shenzhen's
new capabilities, the city created the label “Innovative with China” trying to erase the “Made in China”
label. With a population boom reaching 11 million, Shenzhen has grown as a hub for factories and
robotics, attracting companies in the telecom and electronics areas.
Shanghai's number of incubators, accelerators and co-working spaces has grown rapidly from fewer
than 40 in 2014, to 60 by mid-2015. There are now over 500 entities in Shanghai that can be classified
as incubators, accelerators or co-working spaces, that can help attracting overseas talent and providing
support for start-up's internationalisation. Zhangjiang Hi-Tech Park is the closest Shanghai has to Silicon
Valley, housing more than 100,000 workers in thousands of technology companies. Shanghai, as many
other Chinese cities, is expert in patents and acquiring venture capital.
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2.3.2 Cluster friendly ecosystem
Policy dialogue on cluster cooperation
The EU-China 2020 Strategic Agenda for Cooperation, which aims to foster the establishment of
synergies to enhance cooperation in strategic fields, constitutes a strong basis for the creation of cluster
collaboration initiatives. The annual China-EU Summit is also part of the China-EU strategy to promote
policy dialogue between the two regions. This event considers the economic challenges and
opportunities that both regions face so as to find joint solutions10.
The 19th EU-China Summit (2017) reinforced the importance of cooperation in R&I as a driver for
economic and social development and a key element of EU-China relations. As a result, a Joint
Statement on flagship initiatives and co-funding mechanisms and a Framework Research Arrangement
between the European Commission Joint Research Centre and the Chinese Academy of Sciences were
signed.
Cluster to cluster cooperation
The SINO-EU Engineering Education Platform (SEEEP) intends to foster leading international
talents in science, technology, and engineering between European and Chinese higher education
institutions. SEEEP was created at the first Sino-EU Engineering Workshop (Shanghai, 2010), where
the Ministry of Education of the People’s Republic of China (MOE) and the Cluster – Consortium
Linking Universities of Science and Technology for Education and Research signed a Memorandum of
Understanding (MoU) for cooperation in engineering education. Comprising 13 European cluster
member institutions and 18 top Chinese universities selected by MOE; this MoU is focused on student
exchange, development of teaching skills and cooperation in specific research programmes.

2.4 Public Private Partnership (PPP) in China
Chinese Public Private Partnerships are quite limited to public vision as 55% of the private
companies are in reality state-sponsored enterprises making a big difference with the European
vision and functioning of PPPs.
But the China IMT-2020 (5G) Promotion Group (that could be considered as a PPP) signed an
MoU agreement with 5G PPP and there is an IMT-2020 working group inside the 5G PPP,
facilitating collaborations in this field. The 5G roadmap and timeframe are the same between
China and EU.
Beijing has heavily promoted the PPP model since 2014. The value of China’s 14,220 existing PPP
projects totalled 17.8 trillion yuan (EUR2.22 trillion) by end-September 2017, according to a national
database managed by the finance ministry.
But that piece of jargon, i.e. Public Private Partnership is somewhat misleading in China's case. About
55% of the private companies are state-sponsored enterprises that fall under the control of the Chinese
Communist Party or government. State-owned enterprises (SOEs) have emerged as the main partners
for local governments thanks to low returns of around 5 to 8 per cent that usually make these projects
unattractive to private firms.
There is also a perception problem, local governments cannot tell between the PPP model and the
traditional public procurement model, and also privatisation. The PPP model is seen as yet another
financing tool that transfers debt leverage from the public sector to the private sector. They have long

10

www.chinamission.be/eng/zogy/
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been accustomed to the traditional public procurement model, in which the public sector takes control
of every stage of a project, while the private sector hardly takes any initiative.
PPP example: Macao – Alibaba Smart City Project
The Government of Macao signed an agreement with the Alibaba Group on August 4, 2017 to further
develop the special administrative region (SAR) as a smart city. Under the "Framework Agreement of
Strategic Cooperation on Smart City Development", the Government will leverage Alibaba's Big Data
processing capabilities to enhance the quality of the city's public services.
The cooperation project consists of two phases. The first phase, which will run until June 2019, will
comprise the construction of a cloud computing data centre in Macao, as well as data mapping
information managed by the Government. During this phase, the parties would gradually launch projects
using a range of Big Data enabled AI applications, in order to accelerate Macao's development in a
number of areas. The second phase of the framework agreement covers the period from July 2019 to
June 2021. In addition to the optimisation of information technology infrastructure across Macao, the
parties would also embark on projects related to environmental protection and customs clearance
procedures and develop forecasting models for Macao's economy.
Ms. O Lam, Director of the Chief Executive Office of the Macao SAR - Special Administrative Region,
said that building Macao as a smart city is part of a broader Government strategy to boost socioeconomic development and social well-being in Macao. This is reflected in continued efforts on part of
the Government in the form of a number of short, mid and long-term policies, pressing ahead with the
construction of infrastructure to support smart city innovation and expediting the development of eGovernment initiatives.
The PPP Smart City projects
In December 2016, Ant Financial, Alibaba Group Holding's FinTech arm, announced that it had teamed
up with 352 cities in 25 provinces to facilitate government-backed smart city projects11. Ant Financial
aims to offer cities a one-stop solution, including credit system construction and mobile public services.
In the same month, Baidu signed a deal with Ningbo, East China's Zhejiang Province, to move forward
on local smart city projects and the previous month, Tencent partnered with the city of Jiaxing in
Zhejiang to achieve similar goals.
Baidu and the Administrative Committee of Xiongan New Area in China’s Hebei province have signed
a strategic collaboration agreement to develop the new economic zone into a smart city powered by
intelligent transport, the application of conversational AI, and cloud computing infrastructure. Xiongan
New Area will be developed into an “AI City”, which will become a new model for smart cities in the
future. Baidu and the government of Hebei also announced a plan to jointly establish a national AI lab
to boost the development of AI research.
The Xiongan New Area, established in April 2017, is a new economic zone about 100 kilometres
Southwest of Beijing aimed at driving growth of the Beijing-Tianjin-Hebei region. Xiongan will become
an innovative development model and will feature innovations, reforms and pilot programmes.
Baidu will leverage its capabilities in AI, Big Data, autonomous driving and cloud computing to develop
Xiongan into a model smart city with intelligent services in various areas including transportation,
education, security, healthcare, environmental protection, robo-advisory services and the smart home.
First announced in April 2017, Apollo is an open platform that provides a comprehensive, secure, and
reliable all-in-one solution that supports all major features and functions of an autonomous vehicle. It
has attracted over 70 global and Chinese partners, including OEMs, Tier 1 suppliers, developer
platforms and technology start-ups. The Apollo Committee is composed of members from 10 companies
including Baidu and Apollo partners Bosch, Continental AG, Daimler, Ford, NVIDIA, Chery, BAIC,

11

http://www.pppcities.org/wp-content/uploads/2016/11/10.-FANG_ISOFTSTONE_okweb.pdf

© EXCITING Consortium 2016-2018

Page 19 of 55

D2.3: Report on framework condition in China

FAW and King Long. Baidu Group President and COO Qi Lu has been appointed as the first Apollo
Committee Chairman. The Apollo Committee gathers members exploring the development and
management of autonomous cars in the city. They will promote the drafting of related laws and
regulations, developing a model city for autonomous driving that can be reproduced and promoted
externally. In addition, the Committee will work with partners to create a more efficient and safer AI
City for smart transportation.
Tencent Holdings Ltd. has struck a strategic cooperative agreement with the government of east-coastal
Jiangsu province to jointly implement 30 projects in nine major sectors, including transport and
healthcare, to integrate the real and digital economies and hasten the construction of a smart province.
Tencent will apply its cloud and Big Data technologies in local law enforcement, transport, financial
supervision and urban management. The company will also promote its products within the province,
including Artificial Intelligence-aided medial assistant Tencent Miying and WeChat Wallet-based
Tencent ride code, state Xinhuanet reported.
The city of Suzhou in its southeast has taken the lead in instituting Tencent’s ride code. One hundred
buses in the city support its use to pay bus fares. The service will later extend throughout the province,
which is also the first in China to use WeChat’s Electronic Toll Collection, per the report.
In smart healthcare, aside from the auxiliary diagnostic services Tencent Miying provides to provincial
hospitals, the parties will cooperate in medical insurance payments, online consultations, convenient
registration and chronic disease management. Tencent will also work with Jiangsu Province Hospital –
a leading local medical institution – to set up a joint AI medical innovation centre.
The two will also work together in entrepreneurship, new media and the Internet of Things. A key part
of the urban conglomerate of the Yangtze River Delta, Jiangsu ranks second only to Guangdong
province in economic size.
The China IMT-2020 (5G) Promotion Group
IMT-2020 (5G) Promotion Group has been jointly established by three ministries in China (the MIIT,
the National Development and Reform Commission and the MoST) in February 2013, based on the
original IMT-Advanced Promotion Group. It is the major platform to promote the research of 5G in
China. Although the IMT-2020 (5G) Promotion Group is not directly defined as a PPP, it is a partnership
that includes China’s leading operators, vendors, universities, and research institutes in the field of
mobile communications.
With regard to key activities, the China IMT-2020 (5G) Promotion Group held a press conference to
review the third stage of 5G technology research and development in Beijing. It was discussed that the
main links of China's 5G industry chain will reach pre-commercial levels by the end of 2018. China
launched the third-phase of 5G technology research and development experiment in 2018. Ku Wen,
director of information and communication development at the China’s MIIT said in the conference that
the third stage was key to commercialising 5G and its standard would be particularly important. China
expects major 5G industry chain links to enter basic commercial use by the end of 2018. This test can
promote 5G to develop faster and lay a foundation for 5G large scale tests and commercialisation.
Huang Yuhong, Vice President of the China Mobile Research Institute, stated that there will be 26 thirdstage scenario tests at 500 bases in five cities. And the business model will be tested at 500 bases in 12
cities. The industry is expected to launch commercially-oriented terminal chips in the second quarter of
2019 and will launch 5G pre-commercial applications in the third quarter.
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2.5 The Recruitment Programme of Global Experts or "Thousand Talents
Programme"
The return policy of overseas Chinese scientists (called " Recruitment Programme of Global
Experts" or "Thousand Talents Programme") to compete with Western labs is a real threat.
Launched in 2008 the Thousand Talents Programme offers attractive salaries, start-up
packages and tax incentives. It has attracted in 2013 nearly 3,300 well-established academics
and entrepreneurs with experience from other countries to return to China where the Chinese
government helps them in setting up a lab that will eclipse their Western competitors.
China is investing more into infrastructure than Europe and the US combined12. China's 13th FYP (20162020), which aims to become an "innovation nation" by 2020, an international leader in innovation by
2030, and a world powerhouse in scientific and technological innovation by 2050, has for the first-time
incorporated accelerators into the national incubator system.
China wants to transform domestic higher education institutions into world-class, elite establishments
(the latter via the 211 Programme, the 985 Programme and the C9 League, in which nine top universities
in mainland China have formed an alliance). By mid-2013, the Thousand Talents Programme launched
in 2008, which offers attractive salaries, start-up packages and tax incentives, had attracted around 3,300
well-established academics and entrepreneurs with experience in other countries to move (return) to
China.
Today Chinese postdoctoral researchers commonly get experience in a leading lab in the West and head
back home where the Chinese government helps them in setting up a lab that will eclipse their Western
competitors. There is the Thousand Talents Programme, in which scientists aged under 55 (Chinese
citizens or not) are given full-time positions at prestigious universities and institutes, with high salaries
and large resources.
Overseas Chinese scientists and returnees are shown to have played an important role in shaping the
internal development of the Chinese research system13, as well as its relationship with research systems
in Western Europe and North America. Now that the situation is improving, return has become an
increasingly interesting option for expatriate researchers. This development may result in a virtuous
cycle.
The Chinese authorities are pursuing scientific dominance with systematic resolve. The annual
expenditure on research and development in China increased from 1995 to 2013 by a factor of more
than 30 and exceeded EUR 200 billion in 2016. The number of international publications coming out of
China has remained in line with this rise.
The ultimate objective is to develop a homebased, innovative research environment. The government
recognises the need to build infrastructure and mechanisms facilitating innovation inside China. One of
the more controversial ways Chinese institutions encourage their researchers to publish high-profile
papers is to offer cash incentives. One study found that on average a paper in Nature or Science could
earn the author a bonus of almost EUR 38,500 in 2016. The highest prize on offer was as much as EUR
136,000 for a single paper, up to 20 times a typical university professor’s annual salary.

12

Source: Michael Collins, European infrastructure needs more than public funding, 10 January 2017
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"Mobility, Migration and the Chinese Scientific Research System", K JONKERS - 2010
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3 FINANCING EU INNOVATION AND DEVELOPMENT IN CHINA
In this section we look at both private (equity investments mainly) and public financing.
Chinese private investors invest massively into technology companies (EUR 47.3 billion in
2017), mostly in the Artificial Intelligence and Automotive Technology sectors: 5 of the top 10
largest VC financing transactions worldwide in the fourth quarter of 2017 were Chinese. There
are funds specifically dedicated to TMT and 5G, and machine learning is also highly attractive
to investors. Corporate Chinese investors have been investing into EU companies and are
willing to continue.

3.1 Private financing landscape for R-D-I in China
China invested EUR 42.7 billion into technology companies in 2017 (according to the “Tech in Asia”
database), mostly driven by opportunities in sectors such as Artificial Intelligence and Automotive
Technologies, with an average deal size reaching a record EUR 26.4 million.
Also important is the fact that China accounted for five of the top 10 largest VC financing transactions
worldwide in the fourth quarter of 2017, including three transactions that were larger than EUR 0.8
billion, according to Venture Pulse, KPMG’s quarterly global report on the latest VC trends. The boom
is being driven by a growing desire among Chinese investors to seek returns from the private investment
sector, against the backdrop of government encouragement for innovation and technology upgrades.

3.1.1 Equity investment in the TMT industry
The overall private equity (PE) and venture capital (VC) investment in the TMT industry
(Telecommunications, Media and Technology) in China, according to a report of PwC released in
September 2017, with 1,582 PE and VC deals, valued at EUR 25.5 billion just in the first half of 2017
(among which, 49 boasted a value of more than EUR 82.8 million each). By sub-sectors, Internet and
mobile Internet again led with a total deal value of EUR 17.7 billion in this six-month period, including
3 deals worth over EUR 0.8 billion each.
Figure 1 below shows the investments in TMT sectors from 2014 to 2017. After the 2016 drop down,
in the first half (H1) of 2017, the China TMT industry experienced one high point after another with
bicycle sharing becoming popular, social gaming continuing to expand, and short video production
gaining momentum. Significant financing transactions of unicorn companies14 took place again in H1
of 2017.

14

See note 9, page 18
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Figure 1 - Investments by TMT sector15

The 2018 Preqin Global Private Equity and Venture Capital Report ranked Ventech China the number
one VC fund worldwide based on its performances. Ventech Capital was founded in 1998 in France and
is now managing four funds. In China, Ventech China manages three funds. Globally, this represents
more than USD 1B (approx. EUR 0.8 billion) total asset under management. Ventech China is based in
Shanghai and Ventech China 3 is a USD 220 million (EUR 182 million) venture capital fund focused,
among other topics, on Big Data.
I Squared Capital, the new owner of the former fixed-line network business of tycoon Li Ka-shing, plans
to boost its telecommunications infrastructure investment in Hong Kong, while committing broad
support for the future roll-out of 5G mobile services in the city. The New York-based private equity
firm acquired Hutchison Global Communications (HGC) for USD 1.9 billion, (EUR 1.6 billion) which
was divested by Li’s Hutchison Telecommunications Hong Kong in July.
Mobile services providers Hutchison Telecom, HKT, SmarTone Telecommunications and China Mobile
Hong Kong have all started their preparations in the city for 5G. HGC will also sharpen its focus on a
range of information and communications technology services, such as cybersecurity, for large and
small enterprises in the city, as well as for certain niche markets in Southeast Asia, the Middle East and
Eastern Europe. Under Hutchison Telecom, HGC had spent more than HK$10 billion over two decades
to build an extensive fibre-optic network across Hong Kong. It operates more than 1.4 million kilometres
of fibre optic cable – enough to circle the earth about 36 times – that connects to about 14,200 buildings
in the city. And the company will further expand its network coverage to support the future roll-out of
5G services by various mobile network operators in the city and the increased deployment of the IoT.
Machine learning is also highly trickling over into venture capital thanks to a China-connected investor,
Hone Capital, founded in 2015. The Silicon Valley off-shoot of large Chinese private equity player CSC
Group is a 60% owned joint venture with U.S. based venture fund CSC Upshot. Hone Capital is typically
investing USD 100,000 to 200,000 (EUR 82,800 to EUR 165,600) per start-up for 1-3% stake in equity.
The fund partnered with Angel List to get access to deals.
Early 2018, Rokid, a China-based start-up that makes an AI voice assistant and smart devices, raised
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approximately USD 100 million (EUR 82.8 million) in Series B funding (source: TechCrunch).
Temasek Holdings led the round, and was joined by international investors including Credit Suisse, IDG
Capital and CDIB Capital.
INNOSPACE+ Ventures’ 2nd Angels Fund of USD 30 million (EUR 24.8 million) is set up with a focus
on three sectors: automotive (partnering with BMW), smart manufacturing (working closely with
Siemens and 3M) and new retail. Together with Acer, the world’s 4th largest PC maker, they set up an
innovation lab in Hongqiao Tiandi focusing on IoT projects. Multinational corporates have a strong
interest for innovation and, through these partnerships, start-ups are grown to a stage suitable to be
considered for technology sourcing. Overseas governments are also interested in structures like
INNOSPACE+ to help internationalise their start-ups with access to China and to find innovative
solutions.

3.1.2 Corporate Venture Activities in China
We are also in a time when China's big technology companies, for instance, Tencent, Alibaba and Didi,
are investing into start-ups (from China and worldwide). Among the biggest (IT related) examples in
2017 we can find:
-

Didi Chuxing (EUR 4.5 billion), the second biggest investment into a technology firm at that
time (April 2017) is a major Chinese ride-sharing, AI and autonomous technology
conglomerate, providing transportation services for more than 450 million users across over 400
cities in China. The ride-hailing app is ready for a move into Brazil;

-

Meituan-Dianping (EUR 3.3 billion raised) a giant start-up combining two sites – Meituan and
Dianping – and doing listings, deals, and deliveries, putting it on a collision course with
Alibaba’s Koubei and Alibaba-backed Ele.me. To make that rivalry even edgier, Tencent –
Alibaba’s competitor – is a major backer;

-

Daikuan (EUR 1.6 billion) is part of China’s huge boom in online financial services – or
“FinTech” – that includes a full range of loans start-ups where ordinary people can earn interest
from offering up their cash to borrowers. Daikuan focuses only on loans for buyers of secondhand cars.

3.2 China’s Public Procurement
China has a large Public Procurement market (approximately EUR 240 billion in 2016), but its
openness to foreign companies still faces some barriers with laws, regulations and policies that
tend to favour national goods and services. Also, China is not aligned with the World Trade
Organisation’s General Procurement Agreement (GPA) and is under a ‘Buy Chinese’ clause
(with some exceptions). And the unexpected, frequent and unwritten change of rules by local
authorities makes it also difficult for foreign business to access the market.
However, a report from the WTO mentioned that Chinese authorities see government
procurement process becoming more open with almost 85% of all government procurement
being through public tendering. And there is an opportunity to be explored for goods that are
not available in China or 20% cheaper (the ‘Buy Chinese’ clause exceptions).

3.2.1 Context
China has a large public procurement market (approximately EUR 240 billion in 2016), but its openness
to external (including EU) companies is still a barrier, mainly due to existing laws, regulations and
policies that tend to favour national foreign goods and services compared to those from abroad. China’s
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public procurement policy is not aligned with the World Trade Organisation’s (WTO) General
Procurement Agreement (GPA). Furthermore, as China is not regulated by the GPA, it is difficult for
the EU to challenge the current framework. 16
China’s public procurement framework is ruled by (1) two groups of national laws: the 1999 Tendering
and Bidding Law (TBL) and the 2002 Government Procurement Law (GPL); and (2) local
legislation. The GPL regulates procurement from central and local state authorities, institutions and
public organisations of goods, services and works (which exceed specific thresholds). The TBL defines
the procedures for public tenders of a specific size initiated by state-owned enterprises (SOE) and private
companies.17
Both these laws are somewhat abstract and can be ambiguous, in addition to being sometimes conflicting
or having non-existent provisions. Furthermore, while national authorities may define specific sectoral
regulations, government authorities at lower levels have the flexibility to define their own rules, which
increases the complexity of the mechanism and favours local protectionism in detriment of external
participation.
This preference for national/local services and goods is facilitated in a ‘Buy Chinese’ clause under
Article 10 of the GPL. The clause provides the legal basis for unequal treatment of imports of foreign
goods and services. In fact, government entities are required to procure domestic goods and services.
The main exceptions are when the goods are not available in China or, if available, are 20% less
expensive than the domestic equivalent or are to be used outside of China. Yet, while the GPL’s
implementing rules do not distinguish national and foreign suppliers of goods and services and mention
that bidders be treated equally, Article 10 facilitates domestic over international procurement.
As mentioned above, although China is a WTO member, it is not regulated by the GPA. China became
a GPA observer in 2002 and since 2007, has made various agreement offers that have not met the
requirements of other GPA members17. China’s central government procurement only represented 5%
of the national procurement in 2014, the remaining belonging to local governments. This leads to a
significant underreporting of government procurement.
There are a number of possible reasons for China to not fully commit to joining the GPA or signing
specific bilateral agreements. For example, while there are numerous financial benefits to gaining access
to other open markets (e.g. EU, Japan and USA), there are risks of Chinese organisations being excluded
from accessing markets, thus limiting potential merger and investment scenarios.
Despite this context, a report from the WTO mentioned that Chinese authorities see government
procurement as being increasingly more open and the process becoming more open, with almost 85%
of all government procurement being through public tendering18.

3.2.2 Technology and Innovation
In 2016, China introduced the Medium and Long Term National Plan for Science and Technology
Development. This is China’s national policy for encouraging government agencies to buy products
listed in certain procurement catalogues, which include only qualified native innovation products (with
some exceptions).18 Thus, China has fostered a policy to increase ‘indigenous innovation’ (e.g.
technologies, brands and products) developed and owned by national companies in view of reducing

Why China’s public procurement is an EU issue. Grieger, G. European Parliament Research Service. 2016.
http://www.europarl.europa.eu/RegData/etudes/ATAG/2016/593571/EPRS_ATA(2016)593571_EN.pdf
17 Government Procurement Law and Policy: China. The Library of Congress. http://www.loc.gov/law/help/govt-procurementlaw/china.php
18
Openness of public procurement markets in key third countries. European Union. 2017.
http://www.europarl.europa.eu/RegData/etudes/STUD/2017/603840/EXPO_STU(2017)603840_EN.pdf
16
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dependency on foreign technology.16
Although in 2011 the State Council suspended rules that linked the indigenous innovation policies to
public procurement, at the local-level, the aforementioned catalogues continue to give preference to
organisations that have IPR, IP licenses or trademarks in China. These policies are considered essential
for the national ‘Made in China 2025’ strategy, which is also part of the country’s 13 th Five-Year Plan
2016-2020. Furthermore, these policies are seen as important to fight potential threats to national
security.
These policies that link government procurement to local or Chinese innovation are negative from the
international perspective. International companies see these policies as a barrier to accessing the Chinese
market. 19
This policy of linking government procurement to local or Chinese innovation has raised substantial
concerns among international companies, who viewed the policy as preventing international companies
from accessing the Chinese market. In June 2011, the Chinese government suspended three key rules
on government procurement, to de-link government procurement from indigenous innovation. This
move has been applauded by foreign firms, for allowing them better access to the domestic market and
creating a more even playing field for Chinese and foreign companies.

3.2.3 Procurement process
The GPL defines “government procurement” as “the use of government funds by government
authorities, institutions and social organisations to procure goods, projects and services that fall within
the centralised procurement catalogue or that are above the purchase thresholds” and defines
‘procurement’ as the “obtaining of goods, projects and services in the form of contracts for
consideration, including by acquisition, lease, appointment, and employment.” 17
Under the GLP, government procurement may be done according to six methods: (1) public tender
(defined as the principal method for procurement); (2) private tender or tender by invitation; (3)
competitive negotiation; (4) single-source procurement; (5) inquiry; and (6) other methods approved by
the State Council regulatory authority for government procurement. 17

3.3 National Scheme
The Chinese government provides strong policy support on six strategic emerging industries
that have been identified.
Regarding the specific 5G policy, Chinese government announced a 5G networks plans and
secure quantum communication backbone network20. And the 3 main cluster regions21 start
building their own 5G networks.
The Science, Technology and Innovation (STI) sector is governed by the MoST under the current 13 th

19

Public procurement in China: overview. Silverman, S. 2013, https://uk.practicallaw.thomsonreuters.com/4-5219911?transitionType=Default&contextData=(sc.Default)&firstPage=true&bhcp=1
20

In quantum communication, two users directly share pairs of particles in a so-called entangled state, meaning their quantum
properties are linked. The pairs are generated in a random order and the ones that are successfully shared between the sender
and the receiver will then spell out a secret phrase used to encrypt a subsequent data transmission. Since any parts that have
been "detected" by a hacker are automatically omitted from the key phase, it makes impossible for a hacker to spy.
21

See "The clusters policy", page 16, the clusters are mainly located in 3 Chinese regions: The Pearl River Delta, Yangtze
River Delta and Bohai Rim (Beijing – Tianjin – Liaoning).
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Five-Year Plan (13th FYP, 2016-2020), which sets the country’s priorities and the roadmap for the next
years. Building on the achievements of the 12th FYP; the government will continue to provide strong
policy support on the following strategic industries: software, environmental equipment, biological
medicine, communication equipment, new energy, cloud computing and robots.
China has entered a new phase, experiencing a fundamental shift in its policy focus from economic
growth to sustainable growth of the economy and society, including that of all major industries, and both
the public and private sectors. This is reflected in the 13th FYP, which states that the most urgent tasks
to tackle are improvement on the environmental and ecological conditions22.
In this scope, six strategic emerging industries have been identified in the fields of aerospace,
oceanography, information networks, life sciences and nuclear technology:
-

Biotechnology;

-

Next generation information industries;

-

Intelligent perception of spatial information networks;

-

Energy storage and distributed energy;

-

Advanced materials;

-

New-energy vehicles (NEVs).

There are currently five new funding pillars among China’s national STI funding programme23:
-

National Natural Science Fund: focused on basic and applied research in natural sciences. It is
administered by the National Science Foundation of China (NSFC);

-

Major S&T Projects (Mega Projects): 16 programmes that address major engineering, products
and technologies strategically important for the economic and industrial development of the
country;

-

Key R&D Programmes (NKPs): a new category of programmes which combines previous
programmes such as “863 Programmes” for R&D and “Programme 973” for basic research.
With a total of 48 NKPs established, it is currently the most active pillar out of the five;

-

Technology Innovation Guidance Fund comprises three primary funds as a result of a structural
re-classification, re-organisation and merging of some previous national funds;

-

Bases and Talents Programme incorporates previous programmes from NDRC (National
Engineering Centres/Labs, National Enterprise Technology Centres, etc.) and MoST (State Key
Laboratories, National Engineering Technology Centres, Innovation Talents Promotion
Programme). The fund aims to support the setup of scientific bases and their research activities
to help them foster first-class innovative talents and teams (see 3.4.5, page 32).

Out of the five pillars, the first three are programmes issuing tenders and the latter two are funds. The
five pillars are the result of a reorganisation made among over 100 National STI funding programmes,
which significantly increased efficiency and have a more channelled focus on prioritised areas.
Regarding specifically 5G, the Chinese Government announced plans early 2018 for 5G networks and
secure quantum communication backbone network. Capital cities and major city clusters in Pearl River,
Yangtze River delta areas, and Beijing-Tianjin-Hebei region will start building 5G networks. The
National Development and Reform Commission (NDRC) in China announced three major information

22
23

http://en.ndrc.gov.cn/newsrelease/201612/P020161207645765233498.pdf, retrieved March 27, 2018
https://eeas.europa.eu/sites/eeas/files/1.pdf retrieved March 27, 2018
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infrastructure projects late 2017. This is in line with China’s 13th Five-Year Plan and the ‘Broadband
China’ strategy.
The Five-Year Plan states that the government will ensure that home broadband subscribers in large and
medium cities have flexibility in choosing services in excess of 100 Mbps, while for rural areas, 98% of
administrative villages are linked up to fibre optic networks, with 100 Mbps or higher access service
capabilities available in areas where conditions permit. In November 2017 the country started the third
phase of 5G technology research and development tests, ahead of schedule. The second phase of tests
concluded earlier that year, with contributions from both domestic and foreign companies such as
Huawei, ZTE and Ericsson. These tests aim to get pre-commercial 5G products ready when the first
version of 5G standards comes out in June 2018. This is part of China's push to commercialise 5G
services in 2020. With those promised 100 Mbps, millisecond delay 5G broadband data services, users
will have access to 4K HD video, augmented reality, virtual reality, UAV (unmanned aerial vehicles or
drones) and other typical 5G services and applications.
The MoST has been assigned responsibility for the co-ordination and implementation of the project.

3.4 Chinese programmes where EU companies can participate
This section gives an overview of Chinese R&I funding programmes and presents those in which EU
companies can participate.
It is worth nothing that the funding programmes structure in China is built on top of three levels:
-

National level: Unified management structure and five main pillars;

-

Local level: At all levels, from province to district (e.g. Minhang district; some national hightech zones);

-

Others: Other programmes not included within the five national main pillars;
Bilateral/multilateral programmes.

This section will focus on the national level and is a resumé of the Advance EU Access to Financial
Incentives for Innovation in China24 report.

Figure 2 - Inter-Ministerial Joint Council structure (source: Advance EU Access to Financial Incentives for
Innovation in China study)

The institutional and management platform of the central funding system is an Inter-Ministerial Joint
Council, as described in Figure 2 - Inter-Ministerial Joint Council structure. It was introduced to

24

https://eeas.europa.eu/sites/eeas/files/1.pdf
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coordinate interagency priorities and budgeting, and to prevent overlaps across and within ministries.
Its current structure is the result of a major reform issued by the State Council in December 2014.
Then, as shown in Figure 3, there are five major funding pillars into which the over one hundred existing
STI funding programmes are channelled and re-organised.

Figure 3 - Major funding pillars

3.4.1 National Natural Science Fund
The National Natural Science Fund is China’s largest fund for supporting basic research and applied
research in natural sciences, particularly in the fields of physics and mathematics; chemistry; life
sciences; earth sciences; engineering and materials; information sciences; and management sciences.
The most significant funding programme for European actors are:
-

General Programme: it supports researchers to conduct innovative explorative research on
open topics within certain areas;

-

Young Scientist Fund: similar to the General Programme, but exclusively targeting young
scientists;

-

Key Programme: medium-sized projects supporting prospective and frontier studies:

-

Major Research Plan: medium and large-sized projects of strategic value to economic and
social development in national priority areas;

-

International (Regional) Cooperation and Exchange Programmes: they support joint
research with top researchers and institutions world-wide.

This fund is administered by the National Natural Science Foundation of China (NSFC).
Application guidelines published every year in December on NSFC’s website25; they specify areas and
eligibility requirements:
-

Applications follow a “centralised application” mechanism, i.e. proposals submitted every year
in March;

-

Applications submitted by the Principal Investigator (PI) through the NSFC’s system26, and
must be examined and approved by the host institution to which the PI is affiliated.

The evaluation process is very standardised, with the possibility of re-examination of rejected proposals.

25

http://www.nsfc.gov.cn/

26

https://isisn.nsfc.gov.cn/egrantweb
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Evaluation criteria generally include innovativeness, scientific value and impact on society, feasibility,
and the profile and facilities available to the PI and team members.
General Programme, Young Scientist Fund, Key Programme and Major Research Plan are directed to
mainland China-based actors. China- based affiliates of European research institutes, and European
researchers working in China can apply as PIs.

3.4.2 National S&T Major Projects or Mega Projects
Mega Projects refer to the National S&T Major Projects, a group of projects considered to be the largest
and most ambitious R&D activities to ensure China’s mid to long-term development. 27 China’s Mega
Projects address major products, technologies and engineering tasks of strategic importance for the
country’s economy and competitiveness. The projects target the development of solutions for
technology breakthroughs and to fill existing strategic gaps. These range from the development of
China’s first domestically-designed passenger aircraft and third-generation nuclear reactor, to the
commercialisation of 5G technologies, internationally-recognised vaccines, and semiconductors, to
moon exploration and earth observation, etc. Their strategic nature as well as their importance for the
country makes these very difficult to access for international actors.
Currently, 16 Mega Projects have been established, 10 of which relate to civilian application and the
other six to civil-military integration. The Civilian Mega Projects are managed by MoST.
Of the many Mega Projects, one Civilian Mega Project is of relevance to EXCITING: Next-Generation
Broadband Wireless Mobile Communication Networks. This project focuses on the “R&D new
broadband mobile communication systems with a large communication capacity, broadband wireless
access systems with low cost and broad coverage, and short wireless interconnection systems and sensor
networks.”27
In the past 10 years, approximately EUR 16.5 billion have been invested by the central government,
mostly in the civilian projects, complemented by an additional EUR 27 billion of private and local
government funding. The return has been an output of over EUR 181 billion and the mobilisation of
240,000 scientists and other personnel, 11,000 patents obtained by companies and universities and
almost 8,500 technology standards formulated. 27
The regulations of the Mega Projects (civilian) encourage the participation of external organisations in
these activities. One case is that of the “New generation broadband wireless mobile communication
networks”28. However, in existing projects that encourage international cooperation, there is limited
information on specific activities involving international participation. Furthermore, it is expected that
international participation in these projects will be limited to minor roles as participants, and also
depends on the provision of additional funding.
With the end of the 13th Five-Year Plan for Science, Technology and Innovation, the existing Mega
Projects will be replaced by new categories of projects. Currently, 16 new “2030 Innovation Mega
Projects” have been defined by the State Council, which will be implemented until 2030.
With regard to international participation in these new Mega Projects, there is limited information about
potential participation. As mentioned above, their strategic importance for China makes it difficult to
access for EU (and other international) stakeholders. Furthermore, their attractiveness is questionable,
considering the IP ownership and utilisation requirements and policy. Thus, and despite their value,
international cooperation in this specific framework is considered difficult. Those willing to try in any
case to participate in Mega Projects, can focus on new generation broadband wireless mobile
communication networks among others.

27

Advance EU Access to Financial Incentives for Innovation in China: Guide for EU stakeholders on Chinese national STI
funding programmes. DEVELOPMENT Solutions Europe Ltd. January 2018. https://eeas.europa.eu/sites/eeas/files/1.pdf
28

http://service.most.gov.cn/2015tztg_all/20170915/2334.html

Page 30 of 55

D2.3: Report on framework condition in China

3.4.3 National Key R&D Programmes
National Key R&D Programmes support R&D in areas of social welfare and people’s livelihood, such
as agriculture, energy and resources, environment, and health, focusing especially on strategic,
fundamental and prospective major scientific issues, key generic technologies as well as international
S&T cooperation regarding core industrial competitiveness, indigenous innovation capabilities, and
national security.
There are two categories of requirements that applicants must possess in order to apply to NKPs:
-

-

General requirements outlined by the Interim Measures:
o

Necessity to be legally registered in mainland China for a minimum duration of 1 year;

o

Age-related requirements for proposed PIs or sub-topic coordinators;

o

Limitations on the maximum number of projects simultaneously implementable;

o

Indication on which government agency the applicant should obtain endorsement from.

Additional requirements applying to individual NKPs:
o

Encouragement of “industry-university-research” joint applications;

o
o

Obligation to promote the conversion and application of results generated under the project;
Mandatory or legally-binding data-sharing with MoST.

3.4.4 Technology Innovation Guidance Fund
The Technology Innovation Guidance Fund is a new category of funds exclusively oriented to start-ups
and small- and medium-sized enterprises (SMEs)29. It follows a “two-level process” whereas:
1. Applicants apply to be selected as national-level funds-of-funds (FOFs) or sub-funds through
public bid. If selected, they will receive additional financial injections from the central
government;
2. Once selected, national-level FOFs and sub-funds will re-invest in enterprises.
As of end 2017, 3 major funds and 65 FOFs or sub-funds were created, for a total of 114.1 billion RMB
(around 14.8 billion EUR) and should reach 300 billion RMB (around 38.9 billion EUR) in the next few
years (funded between central and local governments, corporations, financial institutions, or other
institutions). All are very active, with an average of 70 new investments concluded per month, including
some on foreign startups or SMEs. There is also a specific Venture Capital Guidance Fund for Emerging
Industries, established in January 2015, for a total amount of 200 billion RMB (around 25.9 billion
EUR). As of November 2017, the three Emerging Industries equity funds have invested in 47 FOFs or
VC funds, which have in turn concluded investments in 419 enterprises operating in strategic emerging
industries. This corresponds to an average of 38 investments concluded per month. The first and the
second Emerging Industries equity funds were the most active, occupying 98% of the total investments
made. Half investments were conducted in enterprises involved in R&D and S&T services, followed by
software and ICT services (21%). Beijing received over one-third of the total investments, followed by
Shanghai (18%), Guangdong (13%), Zhejiang (12%) and Jiangsu (11%) provinces.

FWC FPI/PSF/2015 Lot 4 – Advance EU Access to Financial Incentives for Innovation in China - Guide for EU stakeholders
on Chinese national STI funding programmes
29
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A certain return on investment is expected from those funds. Limited government intervention, centrality
of managing firms, and the for-profit nature of these funds suggest that technologically-advanced
international actors with large prospects of growth are well-positioned to become targets of such
investments , as long as they meet the necessary conditions outlined by the government (e.g. innovative
enterprises in the strategic emerging industries listed in the 13th Five-Year Plan on National Strategic
Emerging Industries ; enterprises commercialising scientific results included in the National S&T
Achievement Database, etc).

3.4.5 Bases and Talents Programmes
The Bases and Talents Programme (Innovative talent promotion plan) is directed to universities,
research structures, enterprises, and individual talents and teams. The innovative talent promotion plan
aims to cultivate and create a group of scientists with world-class skills, high-level leaders in science
and technology, engineers, outstanding innovation teams, and entrepreneurial talents through innovative
institutional mechanisms, optimised policy environment, and strengthened safeguard measures.
Means of support generally include: subsidies for the establishment or operations of the research facility;
priority in applying to national and local STI funding programmes or tax deductions/exemptions for
imports of R&D equipment.
The objective is to strengthen the construction of high-level innovative scientific and technical talents.
lead and drive the development of various types of scientific and technological talents. Provide strong
talent support for improving independent innovation capabilities and building an innovative country. By
2020, the main task of the promotion plan is:
-

To establish 100 scientist studios to create world-class technology masters and innovation
teams;

-

Cultivating and supporting 3,000 young and middle-aged talents in scientific and technological
innovation to complete major scientific and technological tasks;

-

To support each year 1,000 key entrepreneurial talents with independent intellectual property
rights or core technology innovation entrepreneurship;

-

To build 500 innovation teams in key areas to complete national major scientific research and
engineering tasks;

-

To establish 300 innovative talents training demonstration bases relying on universities,
scientific research institutes and science and technology zones.

3.5 EU Programmes where Chinese Companies can Participate to Foster
Collaboration
Within the European Union, EU-level funding for Research and Innovation is supported through a
common funding instrument called “Framework Programme (FP) for Research and Innovation”, that is
financed through the contributions of all Member States (but not only30).
Horizon 2020 is fully open to international participation. Chinese entities can participate (as entities
from any emerging or industrialised third country not associated to H2020) given that the minimum

30

Association to Horizon 2020 takes place through the conclusion of an International Agreement. Legal entities from
Associated Countries can participate under the same conditions as legal entities from the Member States. As of 29 April 2016,
the following countries are Associated to Horizon 2020: Iceland, Norway, Albania, Bosnia and Herzegovina, the former
Yugoslav Republic of Macedonia, Montenegro, Serbia, Turkey, Israel, Moldova, Switzerland (partial association), Faroe
Islands, Ukraine, Tunisia, Georgia.
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eligibility criteria of the research consortium are fulfilled31. But China, as well as other emerging
economies, will no longer be automatically funded by Horizon 2020. This means that Chinese
participants will need to cover their participation costs in H2020 selected projects (collaborative research
projects), for ensuring the implementation of their tasks (in-cash or in-kind) in the projects32. To
facilitate cooperation, co-funding mechanisms have been developed to facilitate participation in H2020.
In March 2018, the Chinese Ministry of Science and Technology (MoST) published a new call for
proposals under the EU-China Co-funding Mechanism for Research and Innovation.33
Horizon 2020 strengthens existing, and offers the creation of new, research and innovation partnerships
with Europe. It provides Chinese entities the access to advanced knowledge, data and up-to-date
technology and allows an upgrade of the research quality of each partner in the consortium. Horizon
2020 contributes to the internationalisation of the Chinese partner institution and allows the
establishment of new international partnerships and networks.
Individual Chinese researchers can develop their scientific careers, learn advanced knowledge and
information and experience an international atmosphere in a laboratory. Finally, Horizon 2020
contributes to the tackling of global challenges and offers solutions to societal challenges that are
designated as priorities by Chinese government, such as food security, aging population, environmental,
fight against climate change, air pollution, energy security, etc.
The table below summarises the eligibility / non-eligibility for funding of Chinese applicants in Horizon
2020.
Excellent science
Programme Sections and Types of actions/activities
The European
Research
Council
Future and
Emerging
Technologies

ERC Starting grants
ERC Consolidator grants

CN Eligibility for Funding
Yes
Yes

ERC Advanced grants

Yes

Research and Innovation actions

No

Framework Partnership Agreements

No

Coordination and support actions

No

Programme Sections and Types of
action

Eligibility for
Funding from
the EU for CN
Organisations

Eligibility for Funding from the EU for
CN Researchers

No

Yes

No

Yes, but only if CN researchers are staff
members at organisations located in EU/
AC

No

Yes

No

Yes, but only if CN researcher is a “longterm resident” of EU/AC: Long-term

MSCA Innovative Training
Networks (ITN)
MSCA Research and
Innovation Staff Exchange
MarieSklodowska (RISE)
Individual fellowships (IF):
Curie
European Fellowships
Actions
Individual fellowships (IF):
European FellowshipsReintegration Panel

31

The EU Framework Programme for Research and Innovation: A practical guide for China - EUROPEAN COMMISSION,
Directorate-General for Research and Innovation Directorate C – International Cooperation, 2014
more details about grant management – Horizon 2020 Grants Manual - and the rules for participation at
http://ec.europa.eu/research/participants/portal/desktop/en/funding/reference_docs.html
32

33

https://ec.europa.eu/research/iscp/index.cfm?pg=china
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Individual fellowships (IF):
Global Fellowships

No

Co-funding of regional,
national and international
programmes (COFUND)

No

Programme Sections and Types of actions/activities

residence means a period of full- time
research activity of at least 5 consecutive
years in EU/AC
Yes, but only if CN researcher is a “longterm resident” of EU/AC: Long-term
residence means a period of full- time
research activity of at least 5 consecutive
years in EU/AC
Yes, depending on the eligibility criteria
of the co-funded programme
CN Eligibility for Funding

European research infrastructures (including e-Infrastructures)

No

Industrial Leadership
Programme Sections and Types of actions/activities
Information Technologies
Nanotechnologies,
Advanced
Materials,
Advanced
Manufacturing and Processing, and Biotechnology
Space
Societal Challenges
Programme Sections and Types of actions/activities

CN Eligibility for Funding
No

CN Eligibility for Funding

Health, Demographic Change and Wellbeing
Food Security, Sustainable Agriculture and Forestry, Marine,
Maritime and Inland Water Research and the Bio-economy
Secure, Clean and Efficient Energy
Smart, Green and Integrated Transport
Climate Action, Environment, Resource Efficiency &
Raw Materials
Europe in a changing world – Inclusive, innovative and
reflective societies
Secure societies – Protecting freedom and security of Europe
and its citizens

No

Table 1 – Conditions for Chinese applicants in Horizon 202034
However, EU funding opportunities still exist in some mobility schemes. The Marie Skłodowska-Curie
actions (MSCA) are open to researchers of any nationality. Therefore, individual Chinese researchers
could receive Marie Skłodowska-Curie fellowships. With regards to Chinese entities, they will not be
automatically eligible for funding in MSCA host-driven actions like the Research and Innovation Staff
Exchanges (RISE). Here they can participate as additional partners but without EU funding.
Also, the ERC (European Research Council) grants are open to researchers of any nationality; individual
Chinese researchers will therefore be eligible to apply for and, if successful, awarded an ERC grant.

34

Further information on eligibility, remuneration, etc. can be found at
http://ec.europa.eu/research/participants/portal/desktop/en/experts/
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4 RD&I REGULATIONS AND POLICIES IN CHINA REGARDING
INTERNATIONAL COLLABORATION
This section provides an overview of China’s national scheme in STI, the existing national funding
programmes, the restrictions for foreign businesses in S&T and the state of art of the EU-China
cooperation in the field. The aim is to provide a general understanding of China’s research framework
in terms of policy support as well as the prospects for future EU-China cooperation in STI.

4.1 China’s R&I Ecosystem
In China, the R&I ecosystem is developing at a fast pace and has become a major new actor in the global
economic system for knowledge production. Facing the challenges from some slowdown of economic
growth, China is looking to drive the economy by promoting S&T and innovation instead of more
investments. Innovation is extremely relevant in the context of China in terms of economic growth,
competitiveness, comparative advantage, national security and a higher standard of living. The concept
of the key national plan, the 13th Five-Year Plan35 (2016-2020), published in October 2015, promoted
two important new initiatives: (i) One Belt One Road and (ii) Made in China 2025:
One Belt, One Road36 aims to materialise the New Silk Road Economic Belt (SREB) that will
connect China’s central and Western regions to the huge markets of Eurasia and East Africa and
also to build a new “21st Century Maritime Silk Road” that will connect China with other
countries. The initiative is expected to help China to export its overcapacity production
(consumer good, industrial goods and infrastructure construction) and also includes efforts to
promote greater financial integration and use of the RMB (Chinese Yuan) by other countries
- Made in China 202537 to realise the upgrade of the manufacturing industry and facilitate the
country's transition from an exporter of manufactured goods to an exporter of capital and
technology. China will implement the "Made in China 2025" strategy alongside an "Internet
Plus" plan, based on innovation, smart technology, the mobile Internet, cloud computing, Big
Data and the Internet of Things.
The Plan also emphasises the following sectors as its priorities: Information Technology, High-end
manufacturing, New-energy vehicles, Railway transport equipment, Biotechnology, Environmental
protection and Modern agricultural machinery. Particularly, the guideline promoted further development
of the “Network Economy” based on the new “Internet Plus” plan, which focuses on IoT, Big Data and
the Future Internet.
-

The research funding system, including all the funding programmes, is going to undergo dramatic
changes. The main existing competitive funding mechanisms in China will be transformed, including
the "973 National Basic Research Programme" and the "863 National High-Tech Programme", which
have provided significant support for strategic basic science projects and technology development since
1997 and 1986, respectively. Competitive S&T related programmes will be integrated into five
categories: (1) National Natural Science Fund, (2) National S&T Major Project, (3) National Key R&D
Programme, (4) Technology Innovation Guide Fund, and (5) Infrastructure and Talent Programme.

China’s Five-Year Plan (2016-2020): http://english.gov.cn/news/top_news/2015/11/04/content_281475227485632.htm
One Belt, One Road: http://csis.org/publication/building-chinas-one-belt-one-road
37 Made in China 2025: http://csis.org/publication/made-china-2025
35
36
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4.2 Special Economic Zones and Science Parks
China has established special economic zones offering better infrastructure and services, and
laws and regulations that are more market friendly. They are mainly aimed at attracting FDI
(Foreign Direct Investment), enhancing trade efficiency of the domestic firms, knowledge of
international markets and export diversification. EU organisation, who would settle in those
areas could also benefit from those SEZs.
China has established special economic zones and, since then, has also developed many important
science parks. China is seeing rapid development in more than 130 high-tech parks and independent
innovation demonstration zones. These parks and zones, accounting for less than 1% of China’s
territory, account for nearly 40% of R&D investment by all the country’s enterprises, as well as 32.8%
of revenue from sales of new products38.
Local industrial agglomerations are frequently adopted as development tools in China, driving growth
in wide areas. Therefore, this framework makes it necessary to distinguish between special economic
zones (SEZs) and science parks.
According to the World Bank, SEZs are defined as geographically delimited areas with a single
management or administration and a separate customs area (often duty free), where streamlined business
procedures are applied and where firms physically located within the zone are eligible for certain
benefits. These benefits include access to better infrastructure and services, as well as laws and
regulations that are more market friendly. Other distinctive features are that SEZs operate in more
technology and capital-intensive sectors and enjoy greater government support, more FDI, and stronger
links to the global market
In contrast, science parks are agglomerations of physical infrastructures in the high-technological
domain. Physical and functional components such as specific knowledge, services and financial
providers, are combined creating new business opportunities and adding value to mature companies,
fostering entrepreneurship, incubating new innovative companies, generating knowledge-based jobs,
and building attractive spaces for knowledge workers.
Finally, SEZs and science parks are top-down industrial policy initiatives driven by the central
government, designed and implemented in order to achieve broad development goals. On one hand,
SEZs are mainly aimed at attracting FDI creating new industrial and employment opportunities, but they
can also generate indirect benefits such as upgrading the skills of the workforce and management,
technology transfer, export diversification that enhances the trade efficiency of the domestic firms, and
knowledge of international markets. On the other hand, science parks are created for developing local
capacity for innovation and for creating employment.

4.3 Restrictions and Benefits for Foreign Businesses
There are specific restrictions and censorship that foreign businesses are facing while trying
to collaborate with China. For example, in the China (Shanghai) Pilot Free Trade Zone, it is
prohibited for foreign companies to invest in Geodesy, Marine Mapping, Aerial Photography,
Surveying and Mapping of Administrative Boundaries, Topographic Maps, etc.
The censorship has experienced an increasing growth on strategic areas such as
communication technology (e.g.: in the 5G field), which on the other hand, are usually highly
prioritised development areas. The Cyber Security Law is another good example of censorship.
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4.3.1 China (Shanghai) Pilot Free Trade Zone
The China (Shanghai) Pilot Free Trade Zone (the “CSPFTZ” or the “FTZ”) was the first free trade zone
in China. Launched on September 2013 as part of China’s strategy to further open up itself and adapt to
global trade developments; it focuses on exploring governance systems, implementing pilot schemes,
pushing forward the modernisation of the system capabilities and the economic reform.39
According to Special Management Measures for Foreign Investment Access in CSPFTZ (2015), the
following specific areas are prohibited or restricted within the Test Area for foreign investment40:
-

It is prohibited for foreign companies to invest in Geodesy, Marine Mapping, Aerial
Photography, Surveying and Mapping of Administrative Boundaries, Topographic Maps, Maps
of World Administrative Districts, Maps of National Administrative Districts, Maps of
Provincial and Lower Administrative Areas, National Teaching Maps, Local Teaching Map and
Virtual Three-Dimensional Map Compilation, Navigation Electronic Map Compilation,
Regional Geological Mapping, Mineral Geology, Geophysics, Geochemistry, Hydrogeology,
Environmental Geology, Geological Hazard and Remote Sensing Geology;

-

Surveying and mapping companies are restricted and must be controlled by the Chinese
authorities:

-

Investment in human stem cells and the development and application of genetic diagnosis and
treatment technologies are prohibited;

-

The establishment and operation of humanities and social science research institutions is
prohibited.

However, CSPFTZ also offers unique advantages for foreign businesses to encourage investment,
mostly reflected in the following aspects:
-

General principles of expanding financial openness to foreign investors, steadily furthering the
reform process;

-

Innovative banking system that facilitates risk management;

-

Convenient convertibility for financing and investment, such as convenient cross-border direct
investment of enterprises and individuals;

-

Promoting cross-border use of RMB;

-

Steadily liberalising interest rate;

-

Deepened reform in foreign exchange administration;

-

Effective monitoring and administration.

4.3.2 The increasing internet security censorship
The censorship has experienced an increasing growth on strategic areas such as communication
technology, for instance the field of 5G, which on the other hand, are usually highly prioritised areas for
development. The Cyber Security Law of the People's Republic of China, issued by the National Internet
Information Office and the Network Security Coordination Bureau in June 2016, is a good example of
the censorship raise.

39

www.ey.com/Publication/vwLUAssets/EY-FTZ-Interpretation-en/$FILE/EY-FTZ-Interpretation-en.pdf, retrieved March
29, 2018.
40

www.by7188.com/news_365.html,retrieved March 27, 2018.
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The Measures on the Safety Review of Network Products and Services (for Trial Implementation) 41
stipulates that conducting security reviews on network products and services that may affect national
security, responds to the need of improving the level of security and control of network products and
services, and to guard against supply chain security risks.
The emphasis of safety audit is on the security and controllability of products and services, including
the risk of product being illegally controlled, the risk of interference and interruption of operation, the
risk of a product provider illegally collecting user information and so on.
Safety audits do not target specific countries and regions, and there are no country differences. They do
not discriminate against foreign technologies and products, nor restrict foreign products from entering
the Chinese market. On the contrary, safety audits will enhance consumers' confidence in the use of
products. Expand the market space of enterprises. However, this may increase entry barriers for foreign
companies to enter Chinese market and compete with domestic companies.

4.4 EU-China Cooperation in S&T
The scientific cooperation between the EU and China is under the governance of a S&T Cooperation
Agreement signed in December 1998. A Joint Steering Committee that met on March of 2017 in
Brussels oversaw the implementation of the Agreement.
The European Commission decided to set up a dedicated High-Level Innovation Cooperation Dialogue
(ICD) via a joint declaration that was signed in 2012 by Commissioner Geoghegan Quinn and Chinese
Minister WAN Gang, in order to emphasise China’s importance as a key partner country. ICD aims to
raise the intensity and level of research and innovation relations with China. It provides a forum for its
partners to discuss on innovative systems and policies, address framework conditions and launch new
joint initiatives on R&I.
During the 19th EU-China Summit which occurred on June of 2017 in Brussels, EU and China leaders
reaffirmed the significance of furthering their cooperation in the R&I sector and to further drive the
economic and social development. Two new agreements were signed during the Summit, which are: a
joint statement on co-funding mechanisms and flagship initiatives, and a Framework Research
Arrangement between the European Commission Joint Research Centre and the Chinese Academy of
Sciences. Both parties came to the agreement that along with the new flagship initiatives, they will
facilitate the cooperation in the following target areas: agriculture and biotechnologies, biotechnologies
for environment and human health, environment and sustainable urbanisation, food, surface transport,
safer and greener aviation.
In terms of science and technology cooperation, the EU and China are working together in strategic
areas to promote research and innovation cooperation: food, agriculture, biotechnology, sustainable
urbanisation, aviation and aeronautics, environment and climate, non-nuclear energy, peaceful uses of
nuclear energy, information and communication technologies, and space. The EU and China have signed
a number of agreements for scientific, research and innovation cooperation, including:
-

The Science and Technology Agreement, under joint responsibility of RTD and the MoST,
constitutes the formal framework for S&T cooperation since its signing in December 1998;

-

During the 3rd EU-China Innovation Cooperation Dialogue held in the scope of the 19th EUChina Summit (June 2017), both regions decided to further boost their research and innovation
cooperation with a new package of flagship initiatives targeting the areas of Food, Agriculture

41www.chinalawtranslate.com/%E7%BD%91%E7%BB%9C%E4%BA%A7%E5%93%81%E5%92%8C%E6%9C%8D%E5

%8A%A1%E5%AE%89%E5%85%A8%E5%AE%A1%E6%9F%A5%E5%8A%9E%E6%B3%95%EF%BC%88%E8%AF
%95-%E8%A1%8C%EF%BC%89/?lang=en retrieved March 27, 2018
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and Biotechnologies, Environment and Sustainable Urbanisation, Surface Transport, Safer and
Greener aviation, and Biotechnologies for Environment and Human Health;
-

In addition to an Administrative Arrangement renewing the co-funding mechanism for the
period 2018-2020 to support collaborative research and innovation projects, both sides agreed
to exchange best practices and promote the principle of reciprocity in access to publications,
research data, and science/technology and innovation resources;

-

The EURATOM-China Agreement for R&D Cooperation in the Peaceful Uses of Nuclear
Energy (R&D-PUNE Agreement) was signed in April 2008. It was implemented by a joint
steering committee co-chaired by the DG Research and Innovation representing EURATOM
and MoST.

MoST has cooperated with the European Commission Directorate General (DG) for Research and
Innovation and established a new co-funding mechanism for research and innovation cooperation on
each side. This co-funding mechanism is being implemented by both the EU and China from 2016 to
2020. Aiming at supporting joint research activities and innovation activities, the co-funding mechanism
is focused on key areas of common interest and mutual benefits, including: food, agriculture,
biotechnology, and green transport.
On December 14th, 2015 the MoST published a call for proposals for EU-China co-operation within
H2020 with a total budget of 200 million RMB (28.57 million EUR) in 2016 from the Chinese side to
support mainland China-based research and innovation organisations participating in Horizon 2020
projects, covering a variety of thematic areas including information and communication technology.
While the Co-Funding Mechanism is open to a wide variety of areas, certain topics within the Horizon
2020 work programme specifically target cooperation with China.
In addition, the Chinese Academy of Sciences (CAS) has launched an “EU-CAS Partnership
Programme” in January 2015 which provides funds to the CAS-affiliated institutes for their participation
in H2020 projects.
On 2 June 2017, the Joint Research Centre (JRC - the European Commission's science and knowledge
service), represented by Director-General Vladimir Šucha, and the CAS, represented by its President,
Professor Bai Chunli, signed a Research Framework Arrangement, focusing on areas linked to the EU–
China Strategic Agenda 2020 for Cooperation, including digital economy, regional innovation policy,
smart specialisation, etc.
The JRC is actively contributing to the implementation of the EU-China Strategic Agenda 2020 for
Cooperation as well as to the EU-China High Level Innovation Cooperation Dialogue. Both sides agreed
on the renewal of the EU-China co-funding mechanism for research and innovation for the period 20182020, and on its application to future SME cooperation and to support start-ups. They also confirmed
their commitment to improving framework conditions, notably reciprocal access to Science and
Technology and Innovation resources, and to promoting open access to publications and research.

4.5 Equivalent to GPRD in China
The Cybersecurity Law (China’s data protection regime) is the equivalent of Europe's GDPR,
with at least 10 draft standards that deal with both data flows and protection of personal
information. The question that remains unclear is who will enforce obedience?
Samm Sacks, Senior Fellow, Technology Policy Program, wrote on March 2018 on "China’s Emerging
Data Privacy System and GDPR"42. She states that through the build out of a data protection regime,

42

https://www.csis.org/analysis/chinas-emerging-data-privacy-system-and-gdpr
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the Chinese government wants to make Chinese companies more accountable on data given rising public
concerns over fraud and misappropriation of personal information by private sector and criminal actors.
With the growth and complexity of personal data with AI, Big Data, and smart cities, the government
started to work on a framework for data management. On January 2, 2018, the Standardisation
Administration of China (“SAC”) released the final version of the national standard on personal
information protection43, officially, that became effective on May 1, 2018.
China’s data protection regime, so far, consists of the Cybersecurity Law, accompanying measures, and
at least 10 draft standards that deal with both data flows and protection of personal information.
It is worth mentioning that within China, national "standards" function more as tools for implementing
higher-level laws and measures. They are more understood like a kind of policy guideline or regulation,
rather than a technical specification meant to facilitate international interoperability (typical meaning of
standards in the EU).
Although it is nominally a voluntary framework, the Standard effectively sets out the best practices that
will be expected by regulators auditing companies and enforcing China’s existing data protection rules,
most notably the 2016 Cybersecurity Law.
The Personal Information Security Specification is the most extensive document to date on protection
of personal information, which is one of six systems under the Cybersecurity Law. These six systems
together form a framework governing information and communication technology (ICT) in China. This
Standard belongs under the fourth system, called “personal information and important data protection
system.”
According to Dr Hong Yanqing, the lead drafter of the standard, the definition of consent is “looser than
the EU and more in line with the United States” because it allows for “implied or silent” consent in
certain instances. GDPR was used as a model for some of the core principles of the Chinese standard,
resulting in similarities, particularly in terms of strengthening individuals’ control over their personal
information. Yet, comparing important concepts such as consent, the drafters wanted to outline a system
that is unique to China and does not lend itself to a linear comparison.
We will only begin to have a fuller picture of data protection regime implementation and enforcement
once other elements of the Personal and Important Data Protection System are drafted and finalised.
There is also a larger edifice around the Cybersecurity Law, not yet in place, much like the missing
pieces of the Cybersecurity Review Regime (CRR). The question of who will enforce compliance with
the specifications and the new draft law and on issues like establishing an equivalent of a Chinese
national data protection authority remain unclear. The process of developing the regime is likely to take
at least two to three years to come into better focus.

4.6 IPR, Patenting and Licensing System
EU and China's IPR system are quite similar following several same international treaties. And
China introduced significant changes in its IPR system, resulting in attracting foreign
investment. But foreign applicants without residence or business office in China, are required
to appoint a patent agent to act on their behalf. And they also need to adapt in regard to China's
increasing number of legal IPR issues.
China’s intellectual property (IP) system emerged in the late 1970s, when China introduced a number
of political and economic reforms to its legal system. This was considered a requirement to be able to

43

entitled GB/T 35273-2017 Information Technology – Personal Information Security Specification (GB/T 35273-2017 信息

安全技术 个人信息安全规范)
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attract foreign investment.44 China has made significant progress in its IP system, including entering
into a number of international treaties and the World International Property Organisation (WIPO). China
joined WIPO in 1980 and later joined the Paris Convention in March 1985. Their participation in these
treaties and organisations has led them to amend their IP laws. Additional details on the legal aspects of
China’s IPR system are found in EXCITING deliverable D2.2 – Report on Future Internet Chinese
projects for future collaboration.
The Chinese Patent Act (CPA) is responsible for protecting inventions, utility models and designs. The
CPA defines an invention as a new technical solution proposed for a product, process or improvement
of one or the other. In China, the application for a patent is done directly with State Intellectual Property
Office (SIPO) or a representative office of SIPO. However, the case for foreign patent applications is
different. In this case, foreign applicants without residence or business office in China must appoint a
patent agent defined by SIPO to act on their behalf.
Patent owners have the right to license their patents to other parties. Two licenses can be considered:
exclusive licenses or sole licenses, with the following characteristics.
-

An exclusive license will grant the licensee the right to use the IPR and to prevent other parties
(including the owner of the patent) from exploiting the IPR within a defined geographical area.
An exclusive license can pursue proceedings against IPR infringements alone;

-

A sole license does not prevent the original licensor (patent owner) to use the IPR within a
defined geographical zone. A sole license cannot initiate alone proceedings against
infringements.
Patents may also include compulsory licenses, as issued by SIPO. Rules have been set up that define the
procedures for granting compulsory licenses, determining royalty rates and for terminating the
compulsory license. Compulsory licenses may be granted when one of the five following situations are
verified: (1) Patents are not exploited sufficiently; (2) where there are cases of dependent patents; (3)
where there exists a monopoly practice; (4) when a state emergency takes place or in cases of public
interest; and (5) for purposes of public health.
For international organisations ((including from the EU and those who already own patents), it is
recommended that for any new innovation, even those that are not yet ready, to launch the submission
for patent protection. This is equally important considering that European registered patents have no
legal effect in China45. For EU organisations, it is also important to implement a thorough IP strategy
that covers legal, technical, administrative and political aspects.
In general, and because China and the European Union Member States are members of WIPO and abide
to international agreement on IPR (e.g. Paris Convention, Berne Convention and TRIPS Agreement),
the nature of IPR protection is similar between both parties. Nonetheless, there are some differences that
should be highlighted46:
-

In China, IP assets (e.g. patents, utility models, design patents and trademarks) have not been
formally registered, then they cannot be enforced. In Europe, and specific conditions, the proof
of use in EU countries may be sufficient to enforce unregistered IP;

-

IPR is territorial in both the EU and China. Therefore, IPR registered in China or an EU country
is only valid in that same country and doesn’t extend to the other party;

44

Introduction to Intellectual Property Protection in China. Liguo Zhang.
https://www.prh.fi/stc/attachments/patentinliitteet/patentointiulkomailla/intellectual_property_protection_China_150504.pdf
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Guide to Patent Protection in China. China IPR SME Helpdesk. 2013. http://www.chinaiprhelpdesk.eu/sites/all/docs/publications/China_IPR_Guide-Guide_to_Patent_Protection_in_China_EN-2013.pdf
46 Intellectual Property Systems: China / Europe Comparison. China IPR SME Helpdesk. 2015. http://www.chinaiprhelpdesk.eu/sites/all/docs/publications/Intellectual_Property_Systems_China_Europe_Comparison.pdf
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-

For patents, registration time in China is at most 5 years (in the case of invention patents) and
is normally granted for 20 years. In the EU, the time for registration depends on the laws and
practices of individual Member States;

-

Utility models are widely used in China and consist of new technological solutions. These are
granted faster than invention patents and require limited examination. This is a less common
practice in Europe.

4.6.1 Recent updates in IPR
The World Economic Forum states in its paper "China’s Innovation Ecosystem" released in August
2016, that China has made substantial progress in protecting, applying and managing technology
innovations and IPRs. IPR courts were set up in Beijing, Shanghai and Guangzhou in 2014. These have
the power to adjudicate in civil and administrative cases concerning patents, new plant species,
integrated circuit layout designs, protected technology and computer programmes.
A dual track system serves to resolve disputes over copyright, patent, trademark or unfair competition.
The rightful owner may either file a law suit in a civil tribunal or ask a competent administrative agency
to resolve the dispute. To reinforce this dispute-resolution process, China established the State
Intellectual Property Office, the National Copyright Administration and the State Administration of
Industry and Commerce.
It also created local intellectual property agencies for matters concerning patents, copyright, trademark
and unfair competition. These are based in provinces, autonomous regions municipality cities – whether
governed by the State Council or not – and in counties.
After intellectual property courts were established in Beijing, Shanghai and Guangzhou, significant
changes were introduced in the way intellectual property rights are enforced and important judgements
were handed down concerning patent, copyright, trademark and unfair competition. Perhaps the most
significant changes concern the amount of damages awarded.
The Report on Judicial Protection from Beijing Intellectual Property Court 2015 includes 92.45% of a
total of 5432 law suits. Average trial time is 125 days. In over 70% of cases, plaintiffs received more
than 100,000 RMB (12,936 EUR).

4.6.2 Future challenges for protecting Intellectual Property
Although a strong message has been sent to the public, China faces other challenges.
First is patent quality and quantity. In 2015, the number of patent applications in China was 2,799,000.
Of these 359,000 were granted (12,8%). For more than five years, China has been the number one
country that has received the largest number of patent applications in the world. But China needs to
prioritise high-quality patents offering more potential for R&D and value.
In terms damages calculation, Chinese judges, lawyers, enterprises and experts need to be sure of the
value of intellectual property rights and award damages appropriately.
Establishing more courts: the three intellectual property courts in Beijing, Shanghai and Guangzhou are
an experiment. Experts believe that China should establish no more than 10 intellectual property courts
and only a single national intellectual property appeal court.
All of these forward-looking measures are designed to protect and enhance the ability of any Chinese
enterprise to compete globally. This, in turn, increases the country’s potential to compete as well as
offers entrepreneurs the necessary peace of mind in which to conduct business.
SMEs are playing an increasingly vital role in the innovation ecosystem driven by their desire to thrive.
Statistics show that SMEs own 65% of invention patents and 80% of innovative products in China.
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5 CAPACITY BUILDING IN CHINA FOR EU COMPANIES
This section provides an overview of some of the main organisations that provide services for European
stakeholders acting in China, including for each organisation a brief profile, services offered and contact
details, and a specific section describes more deeply the ENRICH China case.

5.1 The European SME support infrastructure in China
There is a strong network of EU organisations in China providing services to facilitate
activities for EU organisations wanting to operate their business in China. Most of them act
as soft-landing organisations (providing information and training on regulations, IPR,
understand business culture, access to experts, etc.). There are also Chinese organisations
dedicated to foster global partnerships.

5.1.1 The EU SME Centre
Funded by the European Union, the EU SME Centre is an initiative that provides a variety of support
services to European SMEs in order to prepare them to enter the Chinese market. Advice and support
are provided in four areas by the team of experts: business development, law, standards and conformity
and human resources. Through collaboration with experts from all over the world, the Centre translates
a wide range of knowledge and experience into hands-on business tools and services that can be easily
accessed online.
From first-line advice to in-depth technical solutions, the EU SME Centre offers services through:
- a Knowledge Centre with over 100 documents regarding the Chinese market (guidelines, market
reports, case studies, diagnostic business tools, etc. including a Starter Kit to inform European
SMEs before entering the Chinese market);
-

an Advice Centre providing accurate information to support business decisions concerning
China (including face-to-face consultation);

-

a Training Centre offering programmes both online and face-to-face to fill in the knowledge and
skills gaps of SMEs that aim to enter Chinese market;

-

An SME Advocacy Platform where SMEs can receive updates on regulation, participate in
workshops and gain insights, expand their network, feed into the EUCCC Position Paper,
influence SME related polities and regulations both in Europe and China and meet with Chinese
and EU authorities;

-

Hot-Desks and Meeting Rooms: ready-to-go workspace in the centre of Beijing that is flexible,
fully-equipped, supports networking and is free of charge for EU SMEs.

The Website is: www.eusmecentre.org.cn.

5.1.2 The IPR SME Helpdesk
Funded by the European Commission’s Directorate-General for Enterprise and Industry (DG ENTR)
under the Competitiveness and Innovation Framework Programme (2007-2013), the China IPR SME
Helpdesk provides support to European Union (EU) small and medium sized enterprises (SMEs) to both
protect and enforce their Intellectual Property Rights within or related to China, Hong Kong, Macao and
Taiwan (and a big part of the emergent economies), by providing free information and services.
The information and services offered by the IPR SME Helpdesk usually take the form of:
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-

jargon-free, first-line, confidential advices on IPR and related issues: they get access to a panel
of experts, free of charge, via e-mail, phone or in person;

-

as well as online resources;

-

Trainings on China IPR protection and enforcement in Europe and China, tailored to their needs;

-

Materials: access to a series of documents to provide practical information on how IP in China
might impact businesses;

-

Business Tools: guides, e-learning modules, case studies, Serious Game guides, videos and
webinars for practical advice on how to develop and implement an effective IP strategy in China;

-

Online services and tools, including events, infographics or podcasts.

The website is: www.china-iprhelpdesk.eu.

5.1.3 The EU-China Industrial and Commercial Investment Promotion
Union (ECIPU)
The ECIPU was jointly funded by the Investment Promotion Bureau of the Chinese Ministry of
Commerce, the China Centre for Urban Development and the China Office of the United Nations
Industrial Development Organisation (UNIDO).
The organisation supports cross- discipline, cross-region, cross-border' communications through diverse
forms of cooperation between China and Europe to establish “one platform, one think-tank, one standard
and one project database”. Its ultimate goal is to further strengthen the mutually beneficial cooperation
between China and the EU in urbanisation and industrial sustainable development and promote the
effective implementation of the Joint Declaration of EU-China Urbanisation Partnership (Brussels,
2012).
The ECIPU offers the following three types of services:
-

Overseas Inn: to support EU-China members and target enterprises, parks, governments in
market depth integration. The station offers a combination of physical space and resources and
therefore forms a two-way investment promotion service platform: project landing, government
relations, business consulting, financial investment, promotion, financial legal affairs, etc.
The Overseas Inn – Europe Stations are: Germany, Denmark, Switzerland, Stockholm, Norway,
Austria, Hungary and Italy. The Overseas Inn – China Stations are: Beijing, Shanghai,
Shenzhen, Wuhan, Chongqing. Xian, etc;

-

the EU-China Urbanisation and Industrial Sustainable Development Research Institute: a think
tank that provides government, domestic and international enterprises, a wide range of quality
services such as policy advising, research, consulting or planning;
Research and development areas include among others: advanced robot technology and
automation, high-end equipment, computer and information technology, etc;

-

Cooperation projects promotion: to facilitate cooperation between enterprises from the EU and
China; organise visits for enterprises from EU Member States to visit tourist and for Chinese
enterprises to project sites in Europe, in order to help them to achieve their global asset layout;

-

Industrial projects promotion: to introduce companies that can provide industrial solutions and
products tailored to the needs of clients (e.g. Artificial Intelligence). Business focus, including
IP as a business asset, technology transfer, etc.

The Website is: http://ecipu.org.
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5.1.4 The European Union Chamber of Commerce in China (EUCCC)
The EUCCC is a non-profit, fee-based and value-driven organisation, that was founded in 2000 by 51
member-companies that shared a goal of constituting a unified, independent and influential voice for the
European businesses operating in China. With 25 Working Groups and 11 Fora representing European
business in China, its purpose is to serve European companies across all industries and services
throughout China, particularly ensuring greater market access, improve market conditions for all
businesses in China, facilitate networking among members and stakeholders, bring relevant information
on doing business in China and on Chinese economic trends and legislation.
The EUCCC operates as a single, networked organisation across Mainland China, and has Chapters in:
Beijing, Shanghai, Guangzhou and Shenzhen, Nanjing, Chengdu and Chongqing, Shenyang, Tianjin.
The EUCCC is composed of more than 1,600 organisations, representing all sizes and sectors and have
access to advocacy, business intelligence and community services.
Each Working Group (WG) produces an annual Position Paper with recommendations and engages in
lobbying activities, attempting to influence Chinese policy makers.
A Forum provides a platform for networking and knowledge-sharing through meetings, events and other
activities.
The EUCCC also offers events on a wide range of topics, including meetings for Working Groups,
networking, visits, conferences, seminars, training on public speaking, conflict mediation, informatics,
etc.
Last, but not least, the EUCCC provides an overview of the conditions in various sectors in China;
elaborates recommendations to the Chinese government; acts as a source of information for the EU and
the Member States’ government to assist them in engaging with Chinese policy makers and offers
reliable benchmarks for all stakeholders with an interest in the Chinese economy including business,
media and academia. Some examples of the publications available in their website are Working Group
Position Papers, Business Confidence Survey or bi-monthly EURObiz magazines.
The Website is: www.europeanchamber.com.cn.

5.1.5 The EU Project Innovation Centre (EUPIC)
Established in Chengdu, EUPIC is an initiative that aims to promote and support business cooperation
between the EU and Asia. The EUPIC in China serves therefore, as a comprehensive platform that
promotes trade, investment and technical cooperation between the both regions. It also provides
assistance to companies from Europe and China to enter the Chinese and European market, respectively.
Among the main EUPIC’s stakeholders can be found the European Commission, the Ministry of Science
and Technology (MoST) of China, the Torch Centre, the Chengdu Municipal People’s Government, the
Management Committee of Chengdu Hi-tech Industrial Development Zone, and the Sichuan Provincial
People’s Government.
EUPIC currently offers the following main services:
-

Help EU companies to do business in China: including helping them identify suitable business
partners, industrialise research results, offer support in technology transfer and technological
innovation and bridge the East and West;

-

Help Chinese companies do business in Europe: by securing investment and financial support
or establishing a partnership with EU companies;

-

Help all companies to become innovative: Initially founded as an incubation project, EUPIC
holds an important expertise in technology innovation and transfer.

The website is: www.eupic.org.cn.
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5.1.6 EURAXESS – Researchers in Motion
Backed by the European Union and its Member States, EURAXESS is a pan-European initiative
dedicated to deliver information, promote research and support professional researchers' mobility, as
well as career development. In order to achieve this, it enhances scientific collaboration between Europe
and countries around the world. It also hosts networking events (4-6 networking events, 12-14 info
sessions and missions in China per year) to help connect international students with funding sources.
EURAXESS China connects Chinese and European researchers by providing free information and
events on funding for researchers, career opportunities and potential collaborations.
It provides valuable information for researchers regarding calls and funding (i.e. H2020: EU-China
Cooperation Projects), events, relevant news, modifications in agreements in force, opportunities, etc.
It has a strong presence on the Internet (website) and Social Media (WeChat, Facebook), publishes
quarterly newsletter and is engaged in dissemination activities such as fast notes or weekly news update
on latest activities
Moreover, as a gateway to Science4Refugees, EURAXESS helps refugee researchers in finding
matching jobs, by supporting them in searching European researchers to discuss problems, look for
solutions, etc.
The website is: https://euraxess.ec.europa.eu.

5.1.7 The European Network of Research and Innovation Centres and
Hubs (ENRICH) China
ENRICH is a Centre in China funded by the European Commission within the Horizon 2020 project
ERICENA - European Research and Innovation Centre of Excellence in China (www.ericena.eu). By
connecting and supporting European researchers and entrepreneurs, the Centre is dedicated to promoting
Science, Technology and Innovation (STI) interests from Europeans and to reinforcing their leadership
in the same sector in China.
The service portfolio of ENRICH intends to be comprehensive and diverse, aiming to address the various
interests and needs of the European clients in the Chinese market and to maximise the benefits of their
presence in China. The value-added services provided by ENRICH include:
-

Tailored services with an in-depth knowledge that factors in the Chinese context;

-

Comprehensive support to achieve an active and competitive presence in China;

-

Increasing connections and collaboration opportunities with Chinese partners;

-

Contextualised understanding and effective use of existing infrastructure and technological
resources in China;

-

Active exploitation of business and funding opportunities in China.

Considering the novelty of this structure (funded by the EC) to support EU research, innovation and
business organisations in China, additional details of the services it provides for capacity building will
be provided in Section 2.5.
Currently, ENRICH China has launched its Beijing (co-located at the EU SME Centre) and Chengdu
(hosted by EUPIC) branches, as well as the Brussels liaison office. Several services have already taken
place including business tours, webinars and events.
The website is: http://china.enrichcentres.eu/.
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5.1.8 China-EU Regional Economic Cooperation Centre (CERECO)
CERECO is a non-profit organisation that aims at advancing decentralised cooperation between China
and the EU in a regional level. Under the guidance of the European Commission and the National
Development and Reform Commission (NDRC) it has successfully provided support for the
CETREGIO and the World Cities Project in China for a long time. The centre also provides support in
the identification and implementation of cooperative projects between Chinese and European partners
at a regional level.
It supports technology transfer and investment, acting as a unique actor that combines government, hightech zones, research institutes, technology transfer centres and enterprises, universities, and provides
tailored technical transfer assistance to the business side. In addition, it facilitates the incubation and
commercialisation process of technologies by working closely with financial institutions.
In addition, by working closely with over 30 European member state countries and regions of the EU,
CERECO helps Chinese companies conduct investment overseas in Europe.
The website is: http://cereco.org/.

5.1.9 China Science and Technology Exchange Centre (CSTEC)
CSTEC is an independent legal organisation that is affiliated to the MoST of China. With its focus on
international S&T exchanges, the mandate of the Centre is to facilitate cooperation between the research
and industry communities in China and other countries to drive the socio-economic development,
promote China’s active role in the global stage in this sector and foster good relations with these
countries.
In the past decades, CSTEC has strived to become a professional institute which excels in nongovernmental communication on S&T by commanding a variety of commonly used foreign languages.
It also managed to establish partnerships with roughly 130 organisations and famous enterprises from
over 30 countries and regions. So far it has established a network with partners from America, Asia,
Africa, Europe and Oceania, particularly with EU, Japan, HK, Macao and Taiwan.
Its services include an innovative resources exchange platform, a procedure management of the
Programme on Major International S&T Cooperation Projects, foreign expertise, etc.
The website is: http://www.cstec.org.cn/en.

5.1.10

Zhongguancun Inno Way

Founded in 2014, Zhongguancun Inno Way is a company owned by the local government. It has hosted
around 1,800 start-ups since its establishment, one-third of which eventually received funding from
investors to promote its development.
Generally, Inno Way receives start-ups from all sectors, however, the target clients are primarily startups in the following fields: Artificial Intelligence, Art Design, Clean Energy, Pharmaceuticals, Smart
Hardware, and Telecom.
In addition to be home to 48 incubators, Inno Way also gathers investment organisations and other
innovation and entrepreneurship service agencies, as well as relevant enterprises. Partnerships have been
built with large Chinese companies, such as Xiaomi, Tencent or Baidu to name a few, so that in exchange
of having their facilities in Inno Way, these companies attend events organised by Inno Way and invest
in those start-ups of their selection.
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Over 60 enterprises and government departments have settled in Innohall and 3,426 start-ups have come
to seek consultations. Furthermore, 363 enterprises have signed cooperation agreements with service
agencies and 80 start-ups completed their establishment at the one-stop certificate-handling counter.
Lastly, Inno Way is also experienced at international level, establishing cooperation with some EU
companies, mainly from France and Germany, such as ORANGE and Cambridge University.
The services provided by Inno Way can be divided into two categories:
-

the basic services (free) include training on how to start a company, Consultancy services (IPR
issues, finance, etc.), events organisation, information on public funding sources;

-

the advanced services (charged) include working space lease, mentor support, support to apply
to funding programmes, support in searching financial investment.

The website is: www.z-innoway.com.

5.2 R&D, SME and Organisational Capacity Building through the ENRICH
China Case
ENRICH is a global network of centres and hubs that promote the internationalisation of
European science, technology and innovation (STI). These centres have been established under
the framework of three Horizon 2020 projects funded by the European Commission. The
ENRICH network currently offers services to connect European research, technology and
business organisations with three global frontrunner innovation markets: China, Brazil and the
USA.
ENRICH China47 was officially launched in October 2017, representing one of the most recent EUsponsored initiatives within China and focusing on supporting the internationalisation of EU
organisations. In order to support EU organisations in increasing their capacity and opportunity to
succeed in the Chinese market, seven major service categories have been defined, namely:
-

Fostering Open Innovation through Training;

-

RDI Consultancy and Coaching;

-

Innovation Support Certification;

-

Cooperation Enabling Events;

-

RDI Intelligence;

-

RDI Briefings;

-

Soft Landing and Co-Working.

Each service category is described in detail in the following:
Fostering Open Innovation through Training
Training directly related to open innovation activities is in demand and quite unique when placed within
the context of EU-China relations within the S&T RDI community. As the Chinese government put a
strong focus on innovation as a major driver for the Chinese economy, China’s 13th Five-Year Plan has
created the need of a more intense effort to understand the Chinese innovation ecosystem, to trigger
innovation collaborations and to deploy collaborative processes for innovation in the country.
The focused training topics that are made available will build capacity within European entities, which
will allow them to establish and effectively manage open innovation activities with Chinese

47

http://china.enrichcentres.eu/page/home/
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counterparts, greater innovation collaborative opportunities will be identified and brought to the benefit
of the European S&T RDI community through the Centre’s assistance.
The objective of fostering open innovation through training is to deliver value added and novel open
innovation training series that will facilitate European companies and researchers’ access to (or further
development of) partnerships, markets, research, and projects in China.
The target actors of this service within the European S&T RDI community are universities, research
centres, research councils; innovation agencies, funding agencies, STI networks and platforms; and large
companies, SMEs, start-ups, cluster management organisations, business associations, and chambers.
RDI Consultancy and Coaching
In order to be an effective collaborator within China’s RDI environment, European entities often require
unique support and customised approaches to gain the interest of national entities and to establish truly
effective collaborations.
The objective of RDI Consultancy and Coaching is to provide specialised support, customised strategic
orientation and personalised technical assistance to the Centre’s clients, building upon their very specific
research, development and innovation needs and priorities related to China. By providing RDI
Consultancy and Coaching services that will support the individual needs of the Centre’s clients, greater
innovation collaborative opportunities will reach their full potential and achieve the RDI objectives of
the European S&T RDI community.
The target actors of this service within the European S&T RDI community are primarily large
companies, SMEs, and start-ups. However, to a lesser extent, they are also targeted at: universities,
research centres, research councils; cluster management organisations, business associations, chambers.
Innovation Support Certification
The Innovation Support Certification service provides a trustful quality label, acknowledging Chinese
S&T RDI organisations as reliable partners for their Europeans counterparts, and will result in a large
number of organisations in China that the European S&T RDI community will be able to select from in
order to meet their specific innovation support needs.
The objective of Innovation Support Certification is to certify a select number of organisations, which
will be identified as ENRICH Soft Landing zones (ESL zones), in order to provide the European S&T
RDI community a range of credible sources for services related to innovation that are located in China.
The target market is comprised of the Chinese and European STI organisations based in China with the
ability and a history of delivering services to European companies (primarily SMEs and start-ups) and
researchers.
Cooperation Enabling Events
Cooperation Enabling Events include activities that are still quite new to the Chinese S&T RDI
community, such as matchmaking sessions. These new activities will be incorporated into the more
traditional events that are common throughout Europe such as missions, roadshows and conferences.
The principal goal of these events is to ensure that European participants have the opportunity to interact
with a high number of Chinese organisations during a short period, in order to achieve concrete targets
in terms of partnerships, collaborative projects, S&T agreements and Memorandums of Understanding
(MoUs), among other aspects. These are in fact one of the key characteristics of matchmaking sessions.
The objective of Cooperation Enabling Events is to create an environment for face-to-face interactions,
allowing for the exploitation of research, innovation and business cooperation opportunities.
The target actors within the European S&T RDI community are universities, research centres, research
councils; innovation agencies, funding agencies, STI networks and platforms; and large companies,
SMEs, start-ups, cluster management organisations, business associations, chambers
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RDI Intelligence
Business intelligence is common in all business cultures, including Europe and China. Nevertheless,
business intelligence in all its forms quite often addresses traditional information such as market size,
key players, and others. There is a lack of intelligence directly related to the S&T RDI community, such
as key innovation players and innovation hot spots. By providing RDI related intelligence, the Centre
will be addressing an important need, which is aligned and in support of the Centre’s full-services
portfolio.
The objective of RDI Intelligence is to deliver value added and novel S&T RDI community related
information that will facilitate European companies and researchers’ access to (or further development
of) partnerships, markets, research, and projects in China.
The target actors of this service within the European S&T SRDI community are primarily large
companies, SMEs, start-ups; and cluster management organisations, business associations, chambers,
technology parks and incubators. To a lesser extent, other target actors include: universities, research
centres, and research councils.
RDI Briefings
In order to establish the Centre within the European and Chinese S&T RDI communities, the Centre
will disseminate an RDI Briefing promoting time sensitive information related to international research
and innovation opportunities for collaborative RDI projects between European and Chinese S&T RDI
organisations.
The objective of RDI Briefings is to provide the European and Chinese S&T RDI communities relevant
and time sensitive news that will assist in establishing the Centre as an effective source within these
communities.
Soft Landing and Co-Working
The Soft Landing and Co-Working service is unique in the fact that it will be provided by the Centre
and its certified 30 Soft Landing zones. This will provide the targeted European community many
geographical options for their market entry point in China, going beyond the traditional BeijingShanghai axis.
The objective of Soft Landing and Co-Working is to ensure European innovative businesses and
researchers entering or expanding into China are provided with an accelerated introduction to their target
ecosystem.
The target actors of the service within the European S&T RDI community are primarily large companies,
SMEs, and start-ups; and cluster management organisations, business associations, and chambers. To a
lesser extent, universities, research centres, and research councils are also target actors.
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6 FINAL CONSIDERATIONS FOR EU PARTICIPATION IN THE
CHINESE ECOSYSTEM
A few key points, to be further developed in another EXCITING report ("Recommendations for EUChina cooperation in IoT and 5G") both in terms of opportunities and challenges for EU-China
collaboration, are presented in the section below, more specifically in the IoT and 5G domains.

6.1 Opportunities for EU Participation in Chinese Ecosystem
Besides the opportunities already described here before in the report, we can mention some of
importance that should be considered:
- Since the 70’s the EU-CN cooperation and support structures resulted in an increasing
number of organisations entering the Chinese market. The MoST co-funding mechanism now
facilitates cross border collaborations.
- The EU-China ICT-22 call also fixed a common priority on 3.5Ghz and C-V2X, with eMBB
and connected cars for common standardisation.
- It is easier for European researchers to be selected at individual level than at the
organisational level within Chinese programmes and evaluators appreciate when applicants
show they have already successfully participated in a previous project and when they show
they are getting extra funding from external sources. And local level programmes are more
accessible than national level ones.
With the establishment of the first EU-China relations, dating back to the 1970s, China became
increasingly open to new cooperation opportunities involving the EU, its Member States and European
organisations. This has represented an increasing number of organisations (e.g. SMEs, R&D
organisations) entering into the Chinese market in view of taking advantage of a market with an
enormous potential. This has been facilitated by a number of existing framework conditions available
in the country.
These framework conditions begin with the existence of several structures that support the establishment
of foreign organisations in China. Many of these structures are in fact initiatives of the EU that aim to
provide conditions and services to enable SMEs and other organisations to do business or other activities
in China. As discussed in Section 2, good examples include the EU SME Centre, the IPR SME Helpdesk
(specific support on IPR matters), the EU Chamber of Commerce in China or the more recent ENRICH
China (a Coordination and Support Action project funded by the European Commission). These
infrastructures provide organisations with invaluable tools to make the most of possible R&D and
business opportunities in China.
These structures and services have also made foreign organisations more competitive and capable of
participating in the Chinese market through, for example, procurement services. As detailed in Section
3.2 China's public procurement market was worth approximately EUR 240 million in 2016. While there
are some barriers to EU and foreign participation in public procurement (as detailed in the Challenges
section), there are cases when external participation is still accessible (namely when goods aren't
available in China, and public procurement at the central government level).
The fast and wide development of public incubators to support to entrepreneurship and most of all their
hunger for international partnerships opens promising collaboration opportunities with European
incubators and start-ups. The same occurs in terms of equity finance, as corporate venture and even
Chinese venture funds have a wide-open appetite for foreign start-ups.
At the same time, it was opening its borders to the world, China also introduced significant changes in
its IPR system, having recognised this requirement to attract foreign investment. With regard to IPR,
patenting and licensing, foreign and EU companies share much of the same scope of opportunities as

© EXCITING Consortium 2016-2018

Page 51 of 55

D2.3: Report on framework condition in China

Chinese organisations. However, in the case of patent applications, foreign organisations without
residence or a business office in China are required to have a patent agent to support their process. Also,
there are some similarities and differences compared to the EU system, which itself can vary considering
the organisation's country of origin. Nevertheless, in general, the fact that the EU and China are both
members of WIPO and abide by several international treaties, makes the IPR system similar between
them.
Following the webinar "EU-China R&I collaboration: The Chinese perspective" organised by ENRICH
in China, that was held on 24th April 2018 one of the speakers, Alessio Petino from Development
Solutions Ltd that released in January 2018 the document "Advance EU Access to Financial Incentives
for Innovation in China: Guide for EU stakeholders on Chinese national STI funding programmes" gave
some inputs on the key advantages for EU researchers to conduct research in China. One aspect he
mentioned concerned the better operational management capabilities: European researchers are mostly
selected at an individual level than at the organisational level. He is also recommended applicants
wanting to join a Chinese project to anticipate getting extra funding from external sources. Evaluators
appreciate when applicant show they have already successfully participated in a previous project. It
might be difficult to access for the first time, but then future applications get more favourable
consideration. He also recommended SMEs to favour programmes at local level, as they seem to be
more accessible than national level.
During our EXCITING Webinar on" Challenges and opportunities for policy and technical EU-China
cooperation on 5G" organised on April 25th it was highlighted that China is a single country where as
Europe is formed of multiple countries. The European Commission has been working on coordinating
5G efforts at the European level and the 5G action plan stated in September 2016 that by the end of 2020
there would be one city per member state represented in the 5G City trial challenge will be part of this
plan and we'll cover all member states.
Technically speaking, China supports the IMT-2020 standards and there is a MoU agreement between
European 5G PPP and the Chinese IMT-2020. Unlike the Americas and Korea, the 5G roadmap and
time frame are the same in China and in Europe (with the different phases of deployment). China doesn't
want to make to early deployment and announcement of 5G. China actively contributes to the standards
definition and will propose IMT-2020 standards towards ITU. This confirms that as the contrary of other
regions in the world that there could be fruitful cooperation as the timeframe will be the same.
Also, there was a common EU-China call, the ICT-22, where they both define a common priority for
3.5Ghz and C-V2X, with eMBB and connected cars, and it will contribute to match common
standardisation. Similarly, Asia and China in particular are represented in international trials under
5GPPP phase 3 projects dedicated to international cooperation.
Finally, unlike the 2G, 3G and 4G, the European objective is to deploy 5G with verticals involved within
testing and standardisation projects. China is still more focused on the hardware48 part while EU wants
to involve all verticals to create new applications using 5G, and this is the big strength of Europe. China
still focuses efforts on providing wide wireless access and high-speed broadband for media mostly.

48

The 3 main Chinese telecommunication companies China Mobile, China Unicom and Telecom China have announced
ambitious plans to deploy more than 10GB and 4.5GHz services
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6.2 Challenges for EU participation in Chinese ecosystem
Several barriers make it difficult for EU companies to detect and access calls: they are mainly
accessible in Chinese only, business culture habits and behaviour, 5G vision and positioning
(China focusing on hardware, wide and high-speed access for media mostly, EU involving all
verticals and focusing on innovative applications using).
With regard to public procurement, while there is no clear evidence of favouring national entities,
external participation in public procurement is still a challenge. Firstly, the fact that China is not fully
aligned with the World Trade Organisation's GPA makes any existing barrier difficult to challenge.
Secondly, while procurement at the national level may be more transparent, local authorities can define
their own rules which increases the complexity for external participation. Furthermore, a Buy Chinese
clause under the national Government Procurement Law has provided legal basis for unequal treatment
of foreign goods (with some exceptions; e.g. when they are not available in the country). Furthermore,
within the technological context, an indigenous innovation policy has targeted the development of
national technology in detriment of importing foreign technology. This is particularly visible at the local
level.
Regarding the start-up ecosystem, entrepreneurship has been so widely sponsored by government
support that economists have started to worry about an inflating bubble in China’s start-up ecosystem,
with big chances of failed businesses and financial losses. Also, policy makers, most of all in Beijing,
have the reputation of giving easy access to loans and subsidies to some favoured companies to propel
certain industries.
In terms of access to Chinese programmes a big barrier is that information is mostly accessible in
Chinese, making it more difficult for EU companies to detect and access Chinese Calls.
Alessio Petino also mentioned during the webinar that Chinese partners tend to see European partners
as complaining about the difficulties of funding. But the advice for European partners is to be proactive
and to show their interest in working with Chinese partners, to spend time and dialogue with the
authorities, help them understand the company's role and impact in the economy, invite the authorities
to visit the facilities, explaining the business and activities deployed.
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