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Evaluation of High Technology
Industrial Subsidy Policy Effect in China

Summary

The rapid economic growth is highly associated with
the development of high-tech industry in China. The
Chinese government implements a series of preferential
policies to stimulate innovation among enterprises. Based
on Torch Program, this study focuses on evaluation of the
effect of high technology industrial subsidy policies. In
order to avoid the selectivity bias, the method of
Propensity Score Matching (PSM) is adopted. The data
used in this study is obtained from three sources: 1)
companies listed in China’s stock exchange, 2) the Torch
Program of Ministry of Science and Technology, 3) the
companies applying for patents in State Intellectual
Property Rights Office of China.

This study compares sample companies using various



variables, such as total assets, money fund, fixed assets,
intangible assets, total costs, business tax, income tax
expense, revenue, net profits, fixed assets/total assets,
liabilities/total assets, intangible asset/total assets, patent,
age, industrial sector and region. The Torch Program’s
objectives are growth of firm scale, innovation of
technology, promotion of talent and capability of capital.
In order to meet the policy objective of the Torch Program,
the outcome variables are selected as follows: total asset,
total revenue, patent, intangible asset, wage, fixed asset,
total cost, net profit and money fund. The number of
sample firms is 969, with 128 of them in treated group and
other 841 in control group, respectively.

On the basis of propensity score, we match supported
and non-supported firms to derive the values of Average
Treatment on the Treated (ATT). Our research finds that
the Torch Program has a positive and significant effect on
total revenue growth, fixed asset growth and total cost
growth of firms after two years, but it has an insignificant
impact on the other variables of firms after two years.
Furthermore, it also has not a significant effect on all the
variables of firms after three years.

Chinese experience.  shows that high-tech
industrialization is the most effective measure for
promoting the integration of science and industry sector,

and government intervention has at times played a positive



role in promoting high-tech industry. Therefore, we
suggest that the Chinese government should continue to
adopt the innovation policy instrument in an optimized
way to promote the development of high-tech industry in
China.
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