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Process Competition and the Driving Force behind Technological Innovation

ZHOU Bo' YU Li-hong® HUANG Bing-yi'
(1 School of Management Xiamen University Xiamen 361005 Fujian;
2. Business School East China University of Science & Technology Shanghai 200237 China)

Abstract: In terms of market conditions suitable for technological innovation what is important is not the market
structure but the adequacy of process competition 1i.e. whether the process of substituting new technology for old
technology is smooth. Only in a market with adequate process competition can technological innovation be provided
with an enduring driving force. It is argued that administrative monopoly is the most significant of all the factors that
restrain process competition. This study looks into the empirical data from China’s provincial administrative divisions
and finds that the more serious administrative monopoly in one area is the lower the driving force will be behind
technological innovation. It follows that minimizing administrative monopoly and enhancing the adequacy of process
competition are essential to enterprises’ technological innovation in China.
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