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Wik, 52 LA AR 52 T P[] i 500 A9 TR AR T 5 0K O ) 3050 A 2080 19 i o X vy 32 24 408 il
BT 15 Bl B A N RO AT REAT O IE o 2R DA B A A5
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(ELHE ), DA 5 [ ] PN 280 B ORI — AE bR R &R L X DTE B8 2 b 25 18 [ 1989 4F LK 1)
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M SEAE A g R4 R AT

LEABEPSSHD

SR T R 8 R SRR B AR T I R (9 B2 W, AR SR 414 [ 5K 1989—2017 4= 14 1 A KX
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2 (DI AUINA T & R ANAE 5y J2 T B 18 %E R0, DPRIZZ 8 B A% 1 R %000 0.3363 HAE 1%
BIKF R B NIE . 28 (2)—(6) 5 KU AT — R 51 42 il 22 18, %00 A il B85 T A ) 3
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LS&PR 0.3446™ 0.1557°
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(2) et A2 fek ()AL Oy 1 3l it T o 22 A RS i 5 R g A PR TR AL, AR SCHE S E T AR BT T
BRI BT i ORI A S PR S5 M B L 0ol R B 2 5 i ke o) 2 oo ) R S i LA 56 1)
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] B R BRI 1 B AR B, 3t 2 TR ML o SR A R I RS I

SN & ' ONEE SR & N R R R R R

LEFHRANWFEHNI ARG S 5
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Digital Regulatory Policies, Externality Governance and Technological Innovation:
A Dual Perspective of Digital Investment and Incomplete Contracts
JIANG Wei, CHEN Xing-da, PENG Miao, ZHOU Lu-jun
(School of International Business, SWUFE)

Abstract: With the rapid progress of new generation of digital technologies, digital factors have
become the most important new production factor in innovation activities. But market failures are
increasingly posing challenges to the utilization of data factors due to externalities. Therefore, building a
sound digital ecosystem with robust digital regulatory policies has become a key driver for Chinese
high-quality economic development.

The paper constructs a theoretical model to analyze the governance of externalities and cost-
effectiveness of digital transformation caused by digital regulatory policies. The paper studies the
impact of digital regulatory policies on technological innovation, and analyzes the mechanisms from
perspectives of innovation efficiency and intermediate good effects. This paper finds that digital
regulatory policies, while promoting technological innovation through externalities governance, also
inhibit it due to transaction costs. Furthermore, the effect is more significant in industries with higher
digital and contract dependence, leading to greater promotion effect on technological innovation. The
paper utilize a dataset from 41 countries during 1989—2017 to test the theoretical hypothesis. Our
findings reveal that digital regulatory policies significantly enhance technological innovation. With
generalized difference-in-differences model, our empirical results indicate that digital regulatory
policies alleviate externalities of digital factor inputs and intermediate good contracts, ultimately
bolstering technological innovation through the improvement of innovation efficiency and the reduction
of transaction costs.

The paper has contributions in the following three aspects. Firstly, this paper integrates data factors,
digital regulatory policies, and technological innovation into a unified theoretical framework, and
innovatively constructs a theoretical basis for the impact of digital regulatory policies on technological
innovation from the perspective of externality governance. Secondly, the paper expands the research
progress on economic consequences of digital regulatory policies, not only expanding the research
subject to technological innovation, but also using samples with a longer time range and more widely
representative country data for empirical analysis. Lastly, this paper examines the theoretical mechanism
of the impact of digital regulatory policies on technological innovation from dual perspectives of digital
input and incomplete contracts, which clarifies the micro-mechanism, and provides new research
directions for subsequent studies.

Our findings have significant policy implications for the establishment of a digital regulatory
policy framework and the improvement of digital market supervision. Firstly, the government should
fully leverage the institutional role of digital regulatory policies to bolster the competitiveness,
creativity, control, and influence of firms in technological innovation while mitigating the costs and
risks associated with digital factors. Secondly, there should be a reinforced focus on top-level planning
for digital regulation, striking a balance between policy regulation and economic development, and
integrating inclusive regulation with rule-based governance. It is also important to avoid excessive
regulation caused by fragmented rules, a one-size-fits-all approach, and overlapping regulatory
jurisdictions. The government should guide and support the healthy and orderly growth of industries,
and foster innovation drivers.

Keywords: digital regulatory policies; technological innovation; externality governance; digital
input; contract dependence
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