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China’s Economic Model and Its Implications for Innovation

ZHOU Qiang
(School of Public Economics and Administration, Shanghai University of
Finance and Economics, Shanghai 200433, China)

Abstract; The unique economic model now being practiced in China has profound implications for
the technological innovation patterns among major players in Chinese economy. The Chinese economic
model is unique because it features a dualistic economic structure, where economic players such as the
state-owned enterprises participate in markets in a highly coordinated fashion, with several
government agencies coordinating the activities of these enterprises; at the same time, most of the
private domestic firms operate in a way that fits the economic models of liberal market. This
framework is employed to explain the technological innovation patterns among different types of
Chinese firms. It is expected that firms from the coordinated market economy camp tend to have
innovations that are incremental to their existing stock of technology, whereas firms from the liberal
market economy camp tend to have innovations that are radically different from their existing stock of
technology.

Key words: variety of capitalism; technological innovation; China’s economic model
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