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A Policy Simulation Analysis on the Effects of Environmental
Regulation on Enterprise’s Green Innovation in Technology

Bian Chen' Chu Zhaopeng®”’
(1. School of Business Administration, Northeastern University, Shenyang 110819, China;

Sun Zhenglin'

2. School of Humanities and Law, Northeastern University, Shenyang 110819, China;
3. School of Economics, Northeastern University at Qinhuangdao, Qinhuangdao 066004, China)

[ Abstract] Based on the perspective on evolutionary game of government intervention, this paper proposes research hypothe-
ses to solve the market failure of green innovation in technology, a non—cooperative evolutionary game is employed to conduct policy
simulations to promote enterprise’s green innovation in technology by means of incentive—based environmental regulation. Numerical
simulations show that the policy of gradually increasing environmental tax collection combined with the special subsidy for innovation
are more effective than policies implemented separately. Therefore, it is easier for the government to achieve the ideal evolutionarily
stable equilibrium of policy control target, in which enterprises motivated by incentive—based environmental regulation are willing to
pursue green innovation in technology under government’s necessary regulatory intensity. In addition, three explorative scenarios are
investigated with regard to the level of corporate innovation and intellectual property protection, and the environmental tax reform
combined with macro tax burdens of enterprises. It is found that the policy control target of government intervention would be Pareto
improved when these long—term aspirations are embraced.

(Key words) incentive—based environmental regulation; green innovation in technology; government intervention; policy
simulation; evolutionarily stable equilibrium; intellectual property protection
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