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Establishing Local-firm-led Innovative System: Theories and Policies
GAO Xudong

(School of Economics and Management, Tsinghua University)

Abstract: Establishing local-firm-led innovative system and forming close collaboration among local
firms are fundamental solutions to the challenge of technological blockade confronting Chinese econ-
omy. In practice, only a small number of firms are willing to take the initiative steps, while most
firms are not. This paper explores the underlying mechanisms of the different firm behavior, and
provides advice for the making of governmental policy and company strategy to establish local-firm-
led innovative system.

Key words: Local firm; System of innovation; Technological blockade; Governmental policy; Com-

pany strategy
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