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ABSTRACT:

China has the potential to become a global leader—creating a “China effect” on innovation
around the world. This conclusion is based on China’s momentum in consumer‐facing industries
and manufacturing, and its growing capacity for innovation in industries where it is not yet
globally competitive. Not only can China serve as the locus of innovation for a growing number
of companies that want to penetrate China and other fast‐growing emerging markets, but the
Chinese approach to innovation also can spread, helping companies everywhere turn ideas into
products and services more quickly and for less cost. Completing the journey from innovation
sponge—absorbing and adapting existing technology and knowledge from around the world—
to global innovation leader is critically important for sustaining China and the world's growth.
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