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On the Difference of Innovation between State-owned Enterprises

and Private-owned Enterprises under the Market Competition
XU Xiaoping, ZHANG Shunchen & XU Qing
(Shanghai University of Finance and Economics, 200433)

Abstract: The Guidance for Deepening the SOE Reform published in September 2015 has received active
response from all works of economic life. As China’s economic growth enters into the so-called “new
normal situation”, the only way to restructure the economy is to conduct innovation-driven development.
This paper attempts to analyze the issue from the perspective of market competition using the data of
China’s A-share listed companies. Firstly, the market competition and corporate innovation activities
demonstrate an inverted U-shaped relationship,and the shape is steeper for private firms. Secondly, in a
less competitive environment, private enterprises strengthen the role of competition, and weaken the
inhibition role of competition for innovation in a more competitive environment. And thirdly, less
innovative performance of state-owned enterprises mainly results from managerial view in less
competitive environment, and from political view in higher competitive environment. Results of this
study have important policy implications for further deepening of SOE reform and building of an
innovative country.

Keywords: Reform of State-owned Enterprises, Market Competition, Innovation of Enterprises,

Managerial View, Political View
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