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1. Thetimes we aréving in are characterizedy rapid change and vigorous development
in science ad technology. The new science and technology revolufeeturing infetech,
biotech and nantech is pushing human development to a new stage. Each kdgdti
breakthrough wilhavea profound influence on human production and their lives. The
ecoromic strength, qualityf life, comprehensive national power, international
competitiveness and status of one country or natigdhemglobal political and economic
framework deperslas a general rulen the development and progress of science and
technol@gy. Invention, techinnovation and techesulttransfer aranorehighly valued by
governmert than ever before and appreciated by society as a whole

2. The Chinese government halsvaysattached great importance to scientific research,
techinvention and innovatioactivities The Constitution of China stipulatésat “the nation
shalldevelopthe cause of natural scientandrewardthe achievements of scientific research
and technological invention. After 50 yearsconstructionandespe@lly 20-plus yearsof
reform and opening up, China has established a scientific and technological research system
with relatively completalisciplines Now China has more than 4,000 independent research
and development institutions, 2,500 higher learrangscientific research institutiorend
14,000 technology development institutiomish corporate affiliations More than
900,000people are engaged directly in research and developacéirities In 200Q the total
expenditure on R&D of the wholef society reached 1 0er centof that yeais GDPat

RMB 89.6 hillion; it wasin the leading grouamongdeveloping countriesTen per cenof
each yeds 30000 key scitechresultsachievements are up to, or closeadyanced levah
world terms Patet grants are on the increaséiete was over 110,000 in 2001. The number
of papers published by our researcheuss us inthe eighthpositionin the world. The
supporting ole of science and technologyeconomic and social developmentiamaticaly
enhanced by thimcreasing improvememm the dissemination agci-tech results. In 200xhe
trading volume othetechhrmarket exceeded RMB5 billion; the total revenue of National
High-Tech Industrial Zone®r that year wafMB 1,200 billion.

3. Our country and people benefteatlyfrom the inventios and creatioa of scitech
personnel In the field of agriculture, we have cultivated ove080 new varieties and new
hybrids. Keyagricultural varieties hae been replaced five to sevéimes nationwide. In
particular,thetechpromotion of hybrid rice, plastic film covering, paddy norngation
growing and bwer-density planting greatly improves grain output dredpssolvethefood
shortage problem dd quarter of the world’eopulaton. The hybrid rice cultivated by world
renowned hybrid rice expert AcademiciamdhLongpinghas allowed grain output to rise to
JIN 100 billion overthe past 20 years. Its promotion many countries in Asia, Africa and
Americais contribuing greatlyto solvingthe world’sfood shortage.

4. Intheindustrialfield, the implementation gbracticalscitech programs has solved a
great many criticahnd comprehensive tecblogicalproblems in industryallowedindustrial
equipmento be develped disseminated aumberof advanced achievements and supported
technological renwation and key project construction.

5. Inthe field of hightech research, based on research accuediater the years large
number of importanachievemergwith greathigh market potentighave come out and either
already formed opromised the formation of major industries¢luding largescale
programmeebwitchboard, high performance computers, industrial robotseb@neering
vaccines, medicines andrictional materials. The whole industry upgraddnsen byhigh-
technologywenturedike CIMS, clean production and participatiomthe study of the iman
genome.
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6. The 2f'century isthe century of science and technology directed towardevation.
China hagleclared “vitalizing the nation through scice and technologyand“sustainable
developmeritto be itstwo basic development strategies. The implementati@naxercise
in vitalizing the nationthrough science and technologgganto be implementedith
increased government inputhe national inpugllocatedto hightech R&D during the Tenth
Five-Year Planis doublethat of the previoud5 years. The prograsinclude theKey Basic
Research Development Program (Climbing Programped at strengtheningpasic research,
the National Natural Science Foundation to support the scientists indhirselected
projectstheHighT ech Research and Development Program (863 Progeard) Torch
Prograny’ featuringthedevelopment of higitech and its industrieshe “Spark Prograni the
“Key Science and Technology Achievements Promotion Progrdna “Technological
Reform Prograrhandthe“21% Century Agenda of Chin&aied at the sustainable
developmentandothers

7. Inorde to create a policy environment and society beneficial to invention and
innovation,the National Technological Innovation Conference was held and the “Resolution
on Strengthening Technological Innovation, Developing High Tietdgyand Achieving
Industridization” waspublishedn August 1999. A comprehensive policy system for the
promotion ofinvention,innovationand teciology transfer wasestablished It covers the

whole process of technological innovation and industrialization, including essertially
following:

(@) The encouragement aiore research input, ta@mote the development of a
technology and innovation system for corporatintation. A certain proportion of a
company’s R&Dinputcan be deducted from its tax. The instruments andpgent
imported by the scientific research establishment, enterprise or higher learning institution for
scientific research purposes can be exempted from vadded tax, and can also benefit from
partial or full exemption from customs duty; the depréoiaof pilot equipment can be
accelerated. From 1999 the Government began to set up the Technology and Innovation
Foundation for Small and Mediw8ized Enterprises (SMESs) to support SME research and
development. The foundation provides RMB 1 billioraitiocations and RMB 2 billion in
loans to assist the technological innovation projects of SMEs. The system further provides
for reforms involving the conversion of Statevned scitech institutions into companies or
their merger with other enterprises @moups) to conduct technological development and
application.

(b) The encouragement of the transfer of technology results to production areas.
Reduction of the operating expenses of Statmed science and technology institutions in
order to foster theimarketoriented R&D and serve companies and society directly starting
from 1985. The promotion and establishment of technology markets, the organization of
technology transactions and a technology property rights trading network that serves as a
cooperdve bridge between inventors, technology clients and investors; the encouragement
of participation in technology results, the introduction of an inviséset evaluation system
and provision for capitalization. The improvement of thiellectual progrty right (IPR)
legal systemthrough publication and amendmenta$et of IPR protection laws and
regulationgPatent Law, Copyght Law, Computer Software Protection Regulajitimat
provide effective legal guarante®r invention and teahologicalinnovation activities.

Income from the work of technology transfer, technology development, technology
consultation and technology servicing enjoys exemption from both corporation tax and
income tax.
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(c) The encouragement of scientific and technicalfgtamake irvertions and to
apply and implement technologicasults The Government haseformedthe national
scientific and technical awasd/stemjmproved thancome system fopersonnel working in
science and technology asdt up an income allocaitn policythat combines the key
production factors of technology and management in order to sthewereative value of
technicalstaff. In order to award thosedividuals andbrganizationshatmake excellent
contributions tahe progresf science andechnology ando stimulate their Bthusiasmand
creativity, the State Coundias setip five State scientific and technological awardse
State Highest Science and Technology Awainé State Natural Science Awarthe State
Technology Invention Awardhe State Science and Technology Progress Awand, the
International Science and Technology Cooperation Awartti@PRC. The aim is to eform
and adjusttate science and technology award policiesgiersehe tendencyo valuepaper
publication, to encourage applied results and patent applicatibacience and technology
staff transfer their profession@ihdings, no less than 2@er cenf the transfer incomeor a
proportionof no less than 2@er cent of thevalue of the transfer should lggven to the
inventor and reladstaff. Technicalstaffshould be allowedo leave and create their own
businesss To motivate certairhigh-tech enterprise employees, especigdighnicalstaff and
managerial personnel who make great contributitmesy arerewarded witha certain
proportionof theadded value fronstateowned assets.

(d) The reform and improvement of the IPR management systerational science
and technologplans Except for projects that involveey national interests, th€R of
Statecommissioned projeswvill be givento the project institution, with the State reserving
its freeright of use; PR protection forms part ahe whole project management process in
variousState science and technology plaaad becomes an imparit content and evaluation
indicatorin plan management.

(e) Theencouragment ofthe development of higkech industry.In all, 53 Sate
level hightech industrial development zonaie to be set up, arehterprises carrying out
R&D and production andperationwork in high-tech areas h Stateencouragemerdreto
be partly or even completely exempted from income tBeduced valuadded taxs to be
appliedto highttech products like software and integrated cirguithere are plans to create
university science and technology parks, overseas studpatks, software parks, creation
service centerandhigh-tech business incubatgis order to provide a better environment
and servicdor innovation andhebusiness of higitech talent. Agency serice organizations
relevant to techologicalinnovationare to be vigorously developed, including technological
information advisoy services, IPR evaluation organizatiormdtechnology transaction
institutions; venture capital investment companiesasseemergingto provide capital for
techically innovative enterprisesThe ChineseGovernment is preparing to creasecond
level marketto give venture capital investors awithdrawal channel.

8. Ladies and Gentlemen, respect for knowledgeence and talent is a traditional
Chinese virtue. The encouragement of innovation and the protection of inventions is the
consistent policy of the authorities. faday s climate ofpolitical stability and prosperity, the
world of Chinese sciencis consciously takng thecreaton and develoment ofadvanced
productivity asts own mission, serving modernizatiamdconstruction ags own
responsibility andyiving human beingghe benefit of sience and knowledge &s calling

The ChineseGovernmenis trying hard to create achineryandanenvironmentonduciveto
invention and innovation, good stuaypdwork programsmechanisrg policiesand
environmers that will enabé excellent young talent® emerge; it will alsadvocate an
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innovative spiit, the desire to béne first,to bebraveandpersistent antb fear no failure and
it will encouragéhe explomtion ofunknown world and objective truth

9. The development of science and technology is a magnificent undertaking ohithesé
nation and of mankind as a whole. The Chinese nation created a splendid ancient civilization
that relied on diligence angdisdom Today, guided by the strategic thought that “science and
technology are the prime productive force,” the Chinesensei@nd technology sector is

willing to join hands with foreign colleagues aadl its friends to contribute to the brilliance

of the 2£' century.
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