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Abstract: On November 15, 2018, Chinese President Xi Jinping announced at the first 

China import expo that the Shanghai stock exchange will set up a science and 

technology innovation board and pilot stock issuance registration system. As soon as 

the news came out, It has attracted wide attention from people of all sides. People 

are expressing their opinions. They see it as an important change in China's financial 

system. This paper discusses the background and process of science and technology 

innovation board, studies its significance and influence, and gives some opinions and 

views on its construction. 
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1. Introduction 

The establishment of science and innovation board is of great significance to China in 

two aspects. First, it shows China's attention and support to high and new technologies, 

especially strategic industries such as information technology, biomedicine, new 

materials, new energy and high-end equipment. It is a concrete embodiment of 

China's top-level national development strategy of rejuvenating the country through 

science and technology, enhancing scientific and technological strength and 

comprehensive national strength. Second, from the perspective of finance, this is an 

important exploration in the construction of China's financial system. The evolution 

process from examination and verification system to approval system to stock 

registration system reflects the gradual maturity of China's market economy. The pilot 

of stock issuance registration system is an important signal of financial reform[1]. 

In the following sections, this paper will make a more detailed and in-depth discussion 



Volume 6 Issue 6 2019 

   157 

of the meaning of creativeness. The article is organized according to the following 

structure: the second part introduces the background of the stock issuance system, 

the third part discusses the influence and significance of sci-tech innovation board, 

and the fourth part gives some opinions and opinions on the operation of science and 

technology innovation board. 

 

2. The Background of Stock Issuance System for IPO 

Stock Issuance System for IPO is mainly includes three kinds of System: examination 

and verification system, approval system and registration system. The above systems 

are all for enterprises to issue shares, which determines what kind of enterprises can 

conduct IPO. The examination and verification system refers to the number of IPO’s 

enterprise directly decided by the central government. Specific enterprises are 

recommended by local governments and state-owned enterprises. The degree of its 

administration change is high, the degree of marketization is low. The approval system 

means that enterprises report and make public information in accordance with 

regulations, and these confidence will be examined and judged by relevant securities 

departments. Companies need to meet certain conditions before they can conduct an 

IPO. This is known as the substantive review principle. Under the registration system, 

enterprises only need to report and disclose information according to regulations. The 

securities department only checks whether its information is complete and true, not 

substantive value judgment[2]. 

The above several systems are about the IPO of enterprises. What system determines 

what kind of enterprise can conduct IPO. Examination and verification system was 

adopted by China at an early stage. This was followed by a transition to the current 

mainstream approval system in China. It can be found that the biggest difference 

between the approval system and the pilot registration system is whether the 

securities department carries out substantive examination of enterprises. Under the 

approval system, the securities department shall conduct substantive examination and 

value judgment on the enterprise. Only after the enterprise meets the corresponding 

conditions can the enterprise conduct IPO. However, under the registration system, 

the securities department is only responsible for reviewing whether the enterprise has 

disclosed the real information, without making value judgments. It first allows 

companies to go public, leaving investors in the market to make their own value 

judgments. 

 

3. The Influence and Significance of Science and Innovation Board 

This part mainly discusses the significance of science and technology innovation board 

for the construction of China's financial system. 
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Examination and verification system-approval system-registration system reflects the 

maturity of the capital market from low to high. China's main board market is still 

using the approval system. Companies go through a long and cumbersome approval 

process before they can launch IPO. This is a troublesome burden for both the 

corporate and securities sectors. It's inefficient and difficult. The companies that can 

be listed on the main board are those that have developed greatly and are highly 

profitable. This obviously does not give full play to the financial market's function of 

serving the real economy. Although China created the gem board, small and medium-

sized board, the new third board and other boards, the effect is still not very obvious. 

There are still plenty of companies waiting for IPO. On the other hand, due to the 

long-term implementation of the approval system, the regulatory authorities have too 

much supervision, and administrative forces interfere in the market. This is not 

conducive to the development of capital markets. This causes the domestic brokerage 

in the most core pricing power is not strong enough. Investors are also immature. 

Although Science and Technology Innovation Board is only for the high-tech industry. 

But this is a signal, a pilot. In fact, this is one of the lessons China has learned from 

past reforms. First, a small scale of pilot, and then depending on its effect to improve 

and promote. This is conducive to timely stop-loss and improvement. On the other 

hand, a new scientific and technological innovation board is set up for the pilot 

registration system, which is an incremental reform. It can effectively isolate the stock 

market, prevent market shock. 

Due to the difficulty of IPO on China's main board in the past, many Chinese companies 

have chosen to conduct IPO abroad. There are some good ones. As a result, Chinese 

investors have been deprived of some of the benefits of the country's booming 

economy. If the Science and Technology Innovation Board develops smoothly, it is 

expected to become the NASDAQ of China, attracting high-quality technology 

companies and improving China's financial market. This is also a test for investors in 

the Chinese market, as securities departments under the registration system do not 

conduct substantive reviews and judgments on companies. This puts forward higher 

requirements to the investment level of investors. In addition, relevant supporting 

systems, such as the delisting system, must be improved if the technology innovation 

board is to develop smoothly[3]. 

In general, the registration system of science and innovation board is both an 

opportunity and a challenge. 

 

4. Suggestions and Views on The Operation of Science and Technology 

Innovation Board 

On January 30, 2019, relevant departments announced the detailed rules of sci-tech 
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innovation board, and later announced the supporting system. IPO applications have 

been formally accepted since mid-march. Next we will discuss some problems 

according to the operation of science and innovation board. 

One of the core issues is auditing. In the Shanghai stock exchange issued a clear 

statement of the China Securities Regulatory Commission’s audit content is mainly for 

the form of audit. This proves the firm implementation of the registration system. 

However, it is still a multi-party game process when it comes to the specific ownership 

of the right to review. The final effect depends on the actual implementation. 

The second point is the threshold to enter the technology innovation board. In addition 

to the prerequisite that enterprises must be high-tech enterprises, the regulations also 

have new financial indicators. Companies can apply if they meet one of five different 

financial requirements displayed in the Shanghai stock exchange document. The 

biggest difference from the past is the substitution of enterprise market value for 

earnings. This is advantageous for companies that are in the midst of rapid growth. 

The entrance to the technology innovation board is broader. 

Third, the improvement of supporting systems. The registration system is an IPO 

system with high market maturity, It needs more mature market institutions to support 

it. There are several other points worth noting in the Shanghai stock exchange fil ing. 

The document mentioned that brokers need to follow the investment. This move is 

mainly to encourage brokers to take the initiative to play their role as gatekeepers of 

the review. This move is mainly to encourage brokers to take the initiative to. play 

their role as gatekeepers of the review, reasonable pricing, to curb the issue price is 

too high. In order to become more market-oriented, the board has lifted the limit on 

the first five days of decline or rise, giving the market much more independent pricing 

space. 

There is also delisting. Compared with before, the delisting system of science and 

technology innovation board is more strict. It adds a delisting condition: inadequate 

disclosure or significant deficiencies in standardized operations. It shortened the 

delisting buffer from four to two years, lifting the suspension and resumed listings. 

The improvement of delisting system is conducive to the healthy development of the 

stock market, eliminating inferior enterprises and bringing the market into full play. 

For investors, Science and Technology Innovation Board set barriers to entry. Because 

the securities department under the registration system will not conduct substantive 

audit of enterprises, so this has higher requirements for investors. Shanghai stock 

exchange raises the entry threshold for investors, which is conducive to protecting 

investors' interests and preventing some investors from suffering losses due to 

insufficient understanding. It is also conducive to the stability of market order. 

 



Volume 6 Issue 6 2019 

   160 

5. Conclusion 

Although, it seems that the pilot system of science and innovation board registration 

system still has some imperfect systems at present. For example, the differential 

delisting in delisting system is not mentioned. The development of science and 

technology innovation board registration system should also seek to differentiate with 

the existing system in China[4]. The core of this problem is regulatory issues, the 

relevant departments must control their own regulatory desire. Too much 

administrative intervention cannot bring about true marketization. Generally speaking, 

the pilot system of science and technology innovation board registration is both an 

opportunity and a challenge for China, but it is a positive attempt after all. 
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