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ABSTRACT |

In this book, we advance the concept of Innovation Market for the first
time. Innovation market is defined as the market where new technologies, crea-
tive ideas and original knowledge with commercial value are traded. There are va-
rious types of market structures for innovation market: bilateral monopoly, mo-
nopsony — oligopoly, monopsony, oligopsony — monopoly, biliteral oligopoly,
oligopsony, monopoly, oligopoly and fully competition. The competition of sup-
pliers (demanders) depends on the number of independent suppliers ( demand-
ers) .

Different market structures lead to different efficiency. More competitive is
innovation market, more original information would be created and more efficient
is the market. On the contrary, more monopolistic is the market, less original in-
formation would be traded and more inefficient is the market.

This book explores the development of five countries’ innovation markets and
the characteristics of their structure. It is shown that a country with more competi-
tive innovation market usually experiences bigger economic boom and more rapid
economic growth. Therefore, we regard structural characteristics of innovation
market as key factors that determine countries’ economic performance.

Based on above findings, we further advance Innovation Market Theory,
which is greatly different from New Institutional Economics History—the current
mainstream school in the field of New Economic History. In comparison with insti-
tution which is the core concept in New Economic History, innovation market and
market structure, the core conceptual tools in Innovation Market Theory, have
more rigid, concrete and vivid economic meanings. This makes the explanation of
innovalion market theory on economic growth has more orthodox lineage of eco-

nomics .
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Innovation Market Theory is also significantly different from system theory
while applied to study national innovation system. Innovation market theory mainly
adopts microeconomic approaches to analyze innovation. More specifically, Tnno-
vation market theory studies innovator’s behavior under the background of different
market structures and states that emergence, disappearance and behavioral mode
of innovators are natural outcome of market competition, while system theory
generally takes innovators’” emergence, disappearance and behavioral mode as ex-
ogenous.

The role of market is greatly different between system theory and innovation
market theory. System theory describes agents and institutions’ relationship with
the term network and regards market as exogenous environment. Instead, innova-
tion market theory argues that it’s market that connecting different agents and in-
stitutions. The agents’ behavior and incentive should be understood under the
background of economic environment, especially market structure. In innovation
market theory, market plays key role and innovation market’s structure is the key
to determine innovation efficiency.

As of policy assertions, innovation market theory argues that government
should make innovation market more competitive to achieve mid - term and long
term economic growth. This assertion is far more concrete, simpler and easier to
be used for guiding policy — making than system theory.

This book’s exploration of typical countries” modern history supports main ar-
guments advanced by innovation market theory. The theory extends Schumpeter’s
innovation theory and well explains some hot issues in economic history, such as
Britain’s Disease in the 20th century, Japan’s Lost Decades and America’s New

Economy from 1990s.
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