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Abstract

It is known to all that technological innovation plays pivetal roles
in both the national economy growth and the enterprises’ survival & de-
velopment. Today being global economy, only reinforcing technological
innovation and making great achievement, can China’s economy realize
sustainable, steady and fast development. As a developing country, to
overtake developed countries and realize economic development by
leaps and bounds, the only approach is technological innovation. Japan
and Korea have provided & very good leading card that they have up-
graded both their enterprises’ competitive power and national economic
level by technological innovation. To accelerate native technological in-
novation, almost all countries inspirit native enterprises’ technological
innovation by tax incentives.

Chinese academes have done almost nothing about theory and
demonstration that the lax inspirits and restrains technological innova-
tion. A lot of high-tech economic-technological development areas in
provinces draw various tax preference policies which aim at short-term
economy growth and is not good at technological innovation. Basing
on research in technological innovation theory, technological innova-
tion incentive mechanism, economy growth theory, market theory and
cost-profit theory of mieroeconomic theory, tax theory and tax mecha-
nism, the article describes tax incentive mechanism about technologi-
cal innovation by mathematics language. Combining tax incentives

and technological innovation by R&D, the article discusses the mech-
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anism which enterprises get profits by utilizing tax policy, analyzes
how the government inspirits the enterprises’ technological innovation
and R&D investments by lax incentives.

The article is comprised of nine chapiers.

The first chapter describes why to select the theme and the
theme’s significance, briefly reviews the external and native research
status about the theme, and accounts for the theme’s research train of
thought, structure and innovation peints.

The second chapter analyses the definition, sort, main body and
object, motivation, environment of technological innovation, and then
accounts how to treat technological innovation from economic, philo-
sophic, and cultural viewpoint. In order to get both successful experi-
ences and failing lessons, the chapter emphasizes to introduce techno-
logical innovation paradigm about England, America and Japan.

The third chapter mainly analyses theory paradigm and incentive
mechanism of technological innovation. The article thinks that techno-
logical innovation is comprised of five microeconomic paradigms and
three macroeconomic paradigms, analyzes innovalion motility of the
governmenl, research organizations and enterprises, summarizes both
all sorts of incentive theories and their applications in technological in-
novation, and analyzes the effect of incentives on technological innova-
tion from the market, the science and technology development, and the
policy. Because that the monopoly status can ensure the enterprises to
get super profits that attract enterprises’ technological innovation, and
the compeltition status compels to enterprises’ technological innovation
author considers that the market structure of the monopoly-competition
type is propitious to technological innovation. Finally, author considers
that Chinese enterprises must understand the essence of intellectual

property, investigate intellectual property institutions, and execute own
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self intellectual property stratagems.

The fourth chapter mainly analyses technological innovation how
o influence industry development from country, industry and firms.
The article sums up industry structure theory, analyses the technologi-
cal innovation effect on industrial revolution, and accounts for the
technological innovation important effect on American agriculture and
automanufacturing. By analysing the characteristic of 1T productions,
the article reviews both production sector and use sector of IT, and il-
luminates the technological innovation effect on IT industry. By analy-
sing the development process of both IBM and Microsoft, illuminates
the technological innovation effect on IT firms.

The fifth chapter demonstrates that technological innovation is the
most important source for economy growth. From neo-classical econo-
my growth theory to endogenous economy growth theory, human cap-
ital and knowledge value is admitted, and the comprehension of tech-
nological innovation importance become gradually profound. The core
of neo-Schumpeterian endogenous economy growth theory includes
that: first, the new technology forces old technology behind the
times, which denates the crealive destruction; second, because of
the accumulation of knowledge, laborers may change the character
that labor cannot be accumulated. Neo-Schumpeterian endogenous e-
conomy growth theory embodies the realistic character of technological
innovation which includes externality, non-competitive and non-ex-
cludable, and it well accords with actual economy status.

The sixth chapler demonstrates both necessity and feasibility that
Chinese government intervenes technological innovation. The article
sums up the theory that government intervenes market economy, ac-
counts for why Chinese government intervenes market economy, be-

cause Chinese market economy is imperfect. By resources of techno-
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logical innovation from both input and oulput, the article demonsirates
that Chinese technological innovation power is weak, think it is neces-
sary for Chinese government to intervene market economy, and brings
forward essential rules and concrete measures.

The seventh chapler first analyzes the reason that technological in-
novation is combined with tax incentives by R&D. The first reason thal
R&D investments are regarded as measure index is that R&D is the
pivotal factor from both the course of lechnological innovation and tech-
nological innovation ability. Another reason as measure index is that
R&D investments are equated wilh technological innovation ability in
most of oversea literatures. Then the article analyses both externality of
R&D and the information asymmetries how to influence R&D invest-
ments, compares the social return rate with the private return rate, pro-
vides both theoretical and actual evidences for the government’s interven-
tions, and explains the relationships between public section R&D invest-
ments and private section R&D investments. As the government R&D in-
vestments increase 19 , enterprises’ R&I) invesiments increase 2. 19 ,
and as the government science & technology appropriate money increases
1% , enterprises’ R&D investments increase 1.97% in China.

The eighth chapter mainly analyses tax incentives how to influ-
ence R&D investments. The article first introduces representative re-
search approaches which include the effect of tax incentives on
enterprises’ decisions theory, the g-theory, the effective tax rate theo-
ry, the marginal-effective-tax-rate theory, and the dynamic product
model. Then the article analyses how tax incentives influence both
cost and benefit of R&D investments, compare China’s tax incentives
with other countries’ tax incentives. Basing on the characters of tax
holiday and analysing its effect on enterprises’ behavior, the article

concludes : the incentive effect of tax holiday is not obvious; tax holi-
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day will lead to tax arbitrage opportunities for investors; tax holidays
thus may encourage short-term investment at the expense of long-term
investment; tax holidays will lead to high enterprises’ cancellation
rate. Utilizing data of Beijing Zhongguancun Science Park, the article
concludes by econometric models; if the government provides 1 unit
tax preference, enterprises’ R&D investments will increase 0. 62 u-
nits. Finally, the article analyzes the situation that current tax prefer-
ence policy is not identical with WTO rules.

The ninth chapter educes the article’s conclusion and discusses
the relationships between technological innovation and institutional in-
novation, In order to realize sustainable economy development, the
government must sufficiently utilize tax incentives policy to promote
environment protection, natural ecosystem build, and resources inte-
grated utilization. Finally, the arlicle analyses the problems in current
tax preference policy about high technology industry, and provides
relevant improvable policy advices.

Key words: technological innovation, R&I}, tax incentives
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