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Industrial Policy, Tax Incentives and Technological Innovation

—— Evidence from a Natural Experiment in China

Lei Gengiang and Sun Hongli

Abstract: Based on the data of invention patents of the listed companies and their subsidiaries from 2006 to 2011, this paper

examines how the Revitalization Plan of Ten Industries in 2009 affects technological innovation of enterprises. Using the

difference-in-difference method(DID), the paper argues that the selective industrial policy shock leads to a significant

improvement in firm technological innovation. Further institutional tests show that tax incentives are an effective way for the

industrial policies to promote innovation. The above research conclusions are of great significance for better exerting the role

of industrial policies in guiding technological innovation and optimizing industrial structure.

Key words: Industrial policy; Technological innovation; Tax incentives
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