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The Effects of Tax Incentives on Biased Technical Change: Evidence

from the Accelerated Depreciation Policy of Fixed Assets

Shang Yunzhou CuiJun Chen Zhiyuan

Abstract: Clarifying the internal drivers of biased technical change is of great significance for
promoting the transformation and upgrading of the manufacturing industry. Taking the accelerated
depreciation policy of fixed assets, a capital-biased tax incentive policy as a case in point, this study
introduces the tax-reduction effect into a theoretical model of biased technical change that incorporates
task-skill heterogeneity, and provides causal evidence using data from manufacturing listed companies and
the National Tax Survey. The results show that this policy significantly increases the growth rate of
capital-augmenting technical change, and eventually induces labor-biased technical change driven by the
complementary relationship between capital and labor. This effect is more pronounced in state-owned
enterprises and in technology-intensive industries. Mechanism analysis shows that the policy, on the one
hand, accelerates firms’ capital iteration rate and increases the scale of high-skill capital investment. On the

other hand, by increasing the combined input of high-skill capital and labor, it raises the proportion of
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high-skill tasks, thereby driving the growth of capital-augmenting technical change at both the intensive
and extensive margins. Further analysis reveals that the labor-biased technical change induced by the policy
not only increases the labor share of income but also contributes to the growth of industry-level total factor
productivity. This paper constructs a theoretical framework that reveals the internal drivers of biased
technical change from the perspective of tax incentives and provides new empirical evidence, offering
valuable suggestions for improving the current accelerated depreciation policy for fixed assets.

Key words: Tax Incentives; Biased Technical Change; Accelerated Depreciation Policy of Fixed

Assets; Manufacturing Industry
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