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Innovation-Driven Growth in China: Re-Examining the 2025 Nobel Prize in Economics
BAI Jiyang

Abstract: The 2025 Nobel Prize in Economics was awarded to Joel Mokyr, Philippe Aghion, and
Peter Howitt for their groundbreaking explanations of innovation-driven economic growth. Taking this
theoretical framework as the point of academic departure and grounding the analysis in China’s rich
practice of innovation-driven development, this paper constructs a three-dimensional analytical framework
of “knowledge ecology-competitive order-creative destruction.” The findings reveal that the core logic of
China's innovation-driven growth lies in the organic integration of institutional advantages and market
vitality. At the knowledge ecology level, the strategic deployment of the new whole-nation system in basic
research compensates for the institutional deficiency of the market in incentivizing basic research, achieving
the coordinated advancement of propositional and prescriptive knowledge. At the competitive order level, the
inverted-U relationship between competition and innovation identified by Aghion and Howitt is empirically
corroborated in industries such as China’s new energy vehicle sector, where the Chinese government
employs policy instruments including capacity early warning and industry self-discipline guidance to steer
competitive intensity toward the optimal range for innovation incentives. At the creative destruction level,
the social security system that tolerates failure and the bankruptcy exit mechanism provide a “safety valve”
for industrial iteration. Through dual empirical testing using data from the Shenzhen and a panel of 284
prefecture-level and above cities nationwide, this paper validates the explanatory power of this theoretical
framework and distills the Chinese paradigm of “institution-driven innovation”—treating institutional
innovation itself as an endogenous driver of growth, continuously expanding the possibility frontier of
innovation through institutional transformation.

Keywords: innovation-driven growth; creative destruction; knowledge ecology; new whole-nation
system; institution-driven innovation
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