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Technological Innovation of Industrial Enterprises in the Past 40 Years
of China’s Reform and Opening-up: The Co-evolution

of Institutional Environment and Enterprise innovation

WANG Qin' ZHANG He’
(1. Institute of Industrial Economics Chinese Academy of Social Sciences Beijing 100836 China;
2. Graduate School of Chinese Academy of Social Sciences Beijing 102488 China)
Abstract: In the past 40 years since reform and opening-up China has scored tremendous achievements in industrial
technology innovation. China has significantly improved its industrialization and innovation capability and caught up with
developed countries and become a manufacturing powerhouse.

In emerging economics enterprise’s sirategic choices are mainly shaped by institutional factors. As the institutional
environment transforming from “relation-based” to “rule-based” the uncertainty of corporates” innovation activities keeps
reducing. Meanwhile profit from building relationship with government keeps decreasing. Hence enterprises become more
and more willingly to engage in technology innovation activities. As the importance of “market logic” rises it becomes
much easier for enterprises to move innovation resources. Therefore the efficiency of enterprises” innovation activities rises
up. Through these two mechanisms institutional transforming shapes enterprises” innovation strategies. Moreover countries
as economic entities are also embedded in the institutional environment of the global economy. As the microfoundation of
nations international competitiveness the nations position in global economy can be partly determined by enterprises”
innovation activities. It might means that that enterprises” innovation activities in turn drive the changes of the institutional
environment of innovation.

On the basis of the analysis above this research build up an analytical framework and use it to improve the
understanding of the development process of Chinas industrial innovation. This research divides Chinas technological
innovation process into four periods and shows how the transforming of institutional environment drove the progression of
China’s technological level and innovation capabilities. We propose that the institutional environment had been ( and will
be) co-evolving with industrial enterprises” innovation activities.

Chinas industrial technological innovation process can be divided in four periods. Firs period is from 1978 to 1991
and characterized by preliminary exploration of institutional reform. The second period is from 1992 - 2005 and
characterized by the comprehensive reform of the institutional environment and the opening up of the domestic market. The
third period is from 2006 to 2012. In this period the focus of China’s industrial technology innovation had shifted to the
improvement of independent innovation capability. The last period began from 2012. As the traditional driving power of the
economic growth became less and less efficient innovation is considered as the new driving power of economic growth. The
realization of the transformation of driving powers became the key mission of institutional reforming for a relatively long time
in the future. In these four periods the institutional environment of industrial technology innovation and the innovation
activities of enterprises both displayed different characteristics.

The great success of technological innovation of industrial enterprises in China over the past 40 years can be
summarized in three experiences. First the reforming of industrial management system has inspired the innovation vitality
of enterprises and provided a more favorable environment for technology introduction and innovation. Second the reforming
of scientific management system promoting the integration of research and production and the effective allocation of
innovative resources. At last opening-up is an important feature of the progression of China’s industrial technology.
Investments from foreign companies introduced advanced equipment technology and knowledge. Competing in
international market provide the urgency and motivation of innovation for Chinese companies.

Today China’s economy is transforming from high-speed growth to high-quality development. Innovation will take the
place of investment and factor input and become the main driving power of China’s economic growth. China must insisting
on enhancing the capability of independent innovation as the primary goal of industrial technology innovation by deepening
the institution reforming. To realize this goal China should regard the market orientation as the basic mechanism of
technological innovation the industrial innovation ecosystems as basic organizational form and the acceleration of the
development of advanced manufacturing industries as core task.

Key Words: reform and opening-up; institutional environment; technological innovation; co-evolution
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