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The Innovative Effect and Influence Mechanism of “Promoting Construction by Upgrading”

Policy in National High-tech Zones

Li Xinze Zhu Huan Zhao Qiuyun
(The Center for Economic Research, Shandong University, Jinan 250013, P.R.China;
School of Economics, Shanghai University, Shanghai 200444, P.R.China;
Institute of New Structural Economics, Peking University, Beijing 100871, P.R.China)

Abstract: In order to speed up the construction of an innovative country, optimize the industrial
structure, and enhance the ability of independent innovation, China has begun to substantially pro-
mote the upgrading of provincial-level development zones to national high-tech zones since 2009, We
take the “promoting construction by upgrading” policy in national-level high-tech zones as a “quasi-
natural experiment”, using the city-level data from 2006 to 2015, to study the effect of the upgra-
ding of development zones on the level of urban innovation by the difference in differences method
for the first time. We find that the positive impact is significantly driven by the “promoting construc-
tion by upgrading” policy in national-level high-tech zones, and by contrast, those cities with inno-
vation comparative advantages have relatively greater innovation promotion effect. Further analysis
shows that the innovation promotion effect of this policy is mainly composed of the increase of indus-
trial agglomeration degree of cities (“Agglomeration effect”), the decrease of tax burden of enterpri-
ses (“Policy effect”) and the entry of high-tech enterprises (“Entrepreneurship effect”), instead of
the increase of market competition within the city (“Choice effect”). Thus, the “promoting con-
struction through promotion” policy in national-level high-tech zones can help cities achieve high-
level agglomeration, promote high-quality employment and lead to inclusive growth, and provide a
theoretical basis for China to promote the reform of development zones and innovation-driven, high-
quality economic development.

Keywords: “Promoting construction by upgrading” policy in national high-tech zones; Urban Innova-

tion; Location oriented policy; Agglomeration effect; Entrepreneurship effect
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