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It is inevitable and unavoidable to create and utilize innovations for the
sake of the social development, while the diffusion and proliferation of innovations into the
society does not necessarily proceed well. This study aims at investigating the system of
innovation, focusing on the entrepreneurs® activities and the development of knowledge, leading to
the elucidation of the system failure.

The result of the empirical studies shows that the institutions,both formally and informally,affect
on the entrepreneurs® activities and the creation of new knowledge quite much.The act of loosening a
regulation will continue the sustaining innovation, and is not enough to create the meaningful
innovations both socially and economically. It is urgently aspired to realize the disruption by
means of not only the deregulation but also the structural change.
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