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The Green Innovative Power of Carbon
Neutrality in China: A Perspective of
Innovation Efficiency in China’s
High-Tech Industry Based on
Meta-Frontier DEA

Wenjie Zou, Yi Shi, Zhihao Xu, Fang Ouyang, Lin Zhang* and Huangxin Chen*

School of Economics, Fujian Normal University, Fuzhou, China

The high-tech industry plays a crucial role in reducing carbon emission and achieving green
economic development. This research uses Meta-Frontier data envelopment analysis to
measure the innovation efficiency level of the high-tech industry in China’s provinces from
1999 to 2018, compares the difference in this industry’s innovation efficiency under the
regional Frontier and common Frontier, and inspects the convergence condition of its
innovation efficiency in the three major areas of eastern, central, and western China. The
results show under the regional Frontier that the difference in innovation efficiency of the
western region’s high-tech industry is the biggest, while the difference in the central region
is the smallest, and under the national common Frontier the innovation efficiency level of the
eastern region’s high-tech industry is the highest, while that of the western region is the
lowest. The regional pattern of innovation efficiency in the high-tech industry is consistent
with the development trend of the regional economy. Moreover, by using the ratio of the
technology gap ratio, we find that the eastern region has the potential optimal technology in
China, whereas the central and western regions have large room for improvement. Lastly,
the stochastic convergence test shows that the innovation efficiency of the central region’s
high-tech industry presents a convergence trend, but the same trend does not occur in the
western and eastern regions as well as for the whole country.

Keywords: meta-frontier DEA, green innovation, high-tech industry, spatial difference, carbon neutrality

1 INTRODUCTION

China pledged in September 2020 to achieve carbon peak by 2030 and carbon neutrality by 2060.
While China’s economy is developing rapidly and its production activities are expanding rapidly,
China has become the world’s largest emitter of carbon. According to the World Bank, China has
accounted for 30% of the world’s total carbon emissions after 2016, and the so-called carbon
neutrality is to achieve net zero emissions of carbon dioxide, so carbon emission reduction is an
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important way for China to achieve its goal of green and low-carbon development and carbon
neutrality, but also to combat global climate change. Carbon emission reduction needs to be carried
out from the energy and industry dimensions, giving full play to the support of technological
innovation, supporting the improvement of energy use efficiency (Sun et al., 2021a; Sun et al., 2021b),
prompting the improvement of energy structure and the adjustment of industrial structure, all of
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which need to be sustained by the power of green technological
innovation (Pan, 2022). Promoting innovation efficiency,
enhancing green productivity and reducing carbon emissions
are the main targets of the carbon neutrality goals (Zhao et al,,
2022), The high-tech industry is the leading force of science and
technology innovation in China, and it has led the green
innovation process in China to a certain extent (Chen et al,
2020a). Therefore, in the context of carbon neutrality, it has
profound theoretical and practical significance to study the
innovation capacity and innovation efficiency of China’s high-
tech industry to clarify the efficiency and level of green innovation
in China.

Promoting the innovation efficiency of high-tech industries
can not only upgrade industries and reduce carbon emissions but
also ensure green economic development (Li H.-Z et al., 2017;
Zhang et al, 2017). China has achieved green economic
development by eliminating backward production capacity,
adjusting the industrial structure (Liu, 2019). The high-tech
industry' not only encompasses the most active innovation
activities in the current era of the knowledge economy. Under
the background of today’s dual-carbon, it also plays a crucial role
in achieving national green economic development, adjusting the
economic structure, and increasing economic benefit. The scale
and production efficiency of the high-tech industry reflect a
country’s scientific and technological strength and core
competitiveness in the global wave of green economic
development. Thus, many countries promote the development
of this key industry into a national strategic policy that
responding the carbon neutrality (Wang et al, 2021; Song
et al., 2022).

The China government in the 1990s regarded independent
innovation as the core of its national development strategy and
the key to enhancing its comprehensive economic strength. It
thus began to speed up the promotion of the high-tech industry
and transformed the method of promoting economic green
growth from mainly relying on material resource consumption
toward relying on scientific and technological progress, while at
the same time targeting improvement in the quality of workers
and green production innovation (Chen et al., 2020b). As a result,
in the 21st century China’s high-tech industry has grown very
fast, with the added value of high-tech industry accounting for
21.6% of GDP in 2018. The high-tech industry has indeed become
an important power of green economic development for this
country.

Innovation is the lifeblood of any high-tech industry, and it is
very important to continually improve innovation efficiency. This
leads to some questions: Has innovation efficiency risen steadily
along with the rapid growth of China’s high-tech industry? Has
regional imbalance in the development of China’s high-tech
industry caused a regional difference in innovation efficiency?
Is this difference becoming smaller or bigger? Exploring these

'According to the Chinese High Technology Industry Yearbook, Chinese high-tech
industries include pharmaceuticals, aircraft and spacecraft, electronic and
telecommunication equipments, computers and office equipments, medical
equipments, and meters.
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issues has important theoretical significance for strengthening the
competitive advantage of China’s high-tech industry and the
ability of its domestic green economic development.

The remainder of this paper is organized as follows. Section 2
is Literature Review. Section 3 is High-tech Industry’s Innovation
Efficiency Calculation. Section 4 is Convergence Test of the
High-tech Industry’s Innovation Efficiency. Section 5 is
Conclusions.

2 LITERATURE REVIEW

Innovation efficiency of the high-tech industry has attracted
increasing attention from scholars around the world. Prior
research studies were mainly performed at the industrial level
(Chiu et al., 2010; Ma, 2015; Wang et al., 2016; Du et al., 2019)
and the regional level (Li, 2009; Wang et al., 2015; Chen et al,,
2020b; Liu C et al.,, 2020; Lin et al., 2021). The literature on
innovation efficiency in the high-tech industry not only has
focused on internal influencing factors such as research and
development (R and D), technology achievement
transformation, etc, but also the roles played by the
government and market mechanisms. Zhang et al. (2012)
applied the approach of Asaftei and Parmeter (2010) to
analyze the influence of Rand D upon the productivity of
China’s high-tech industry. Sun (2012) studied the R and D
strategic effect of Taiwan’s bio-technology industry. Gao et al.
(2018) adopted the threshold effect model to explore the
relationship between reverse technology spillover effects and
green innovation efficiency. Hong et al. (2015) used a
stochastic Frontier analysis model to study the roles of
government and market mechanisms in China’s high-tech
industry innovation. Cao et al. (2019) employed the stochastic
Frontier analysis model to test the impact of market competition
on two-stage innovation efficiency for China’s high-tech industry.
Su et al. (2021) explored the rules governing the process and
operating mechanism of reverse knowledge transfer through
cross-border mergers and acquisitions in China’s high-tech
industry.

The most widely applied methods for the evaluation of
innovation efficiency are non-parametric and parametric
techniques, among which stochastic Frontier analysis (SFA)
and data envelopment analysis (DEA) are the more relatively
popular ones. DEA is an efficiency analysis of DMUs (decision
making units) with multiple inputs and outputs in a specific
period. Raab and Kotamraju (2006) used the DEA method to
examine the input-output efficiency of the U.S. high-tech
industry, finding that the technology innovation activities in
some states provide significant regional economic benefits.
Wang et al. (2020) constructed a high-tech industrial
evaluation framework of technological innovation efficiency
based on the two-stage DEA model. At the same time, the
perspectives and methods of DEA applied by scholars have
been gradually expended. Examples includes two-stage DEA
employed in innovation efficiencies (Hsieh et al.,, 2020; Liu H
et al.,, 2020; Feng et al., 2021), Super Slacks-based Measure DEA
applied in empirical analysis (Chen et al., 2019; Ma et al., 2020;
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Shang et al., 2020; Shao et al., 2021), and three-stage DEA used in
the measurement of efficiency score (Lu et al., 2019; Dia et al,
2020; Shi et al.,, 2021). In addition, Stochastic Frontier analysis
(SFA) model was introduced simultaneously by Aigner et al.
(1977) and Meeusen and Van Den Broeck (1977), and it assumes
that a parametric function exists between production inputs and
outputs. As an alternative approach to DEA, the great virtue of
SFA is that it not only allows for technical inefficiency, but also
acknowledges the fact that random shocks outside the control of
producers can affect output (Cullinane et al.,, 2006). Li (2009)
employed an SFA method proposed by Battese and Coelli (1995)
to measure regional innovation performance and capabilities in
30 provinces of China during the period 1998-2005. Haschka and
Herwartz (2020) used the Bayesian SFA model to evaluate
innovation efficiency in Europe’s high-tech industries.

The amount of research on innovation efficiency in China’s
high-tech industries is swiftly increasing in recent decades. For
example, Ma and Goo (2005) employed the DEA and Malmquist
Productivity Index (MPI) to study relative efficiency. Chiu et al.
(2012) constructed a value-chain DEA model to compute R and
D and operation efficiencies. Han et al. (2017) applied DEA to
investigate the efficiency of relative R and D investment. An et al.
(2018) employed a dynamic two-stage DEA approach and Liu
and Huang (2019) proposed a virtual Frontier DEA model to find
the driving force of efficiency change. Lin et al. (2020) adopted
DEA window analysis with an ideal window width to dynamically
investigate technological innovation efficiency.

The above studies in the literature, which look at innovation
efficiency of China’s high-tech industry and regard it as a
whole for analysis, ignore the imbalances existing in the
regional development of its high-tech industry and do not
delve into this industry’s regional technology gap. Thus, their
conclusions may not fully reflect the reality of innovation
efficiency in China’s high-tech industry. The DEA model is
suitable for technical efficiency analysis, because all areas in
the same country could be assumed to be under the same
production technology for the national level, while the Meta-
Frontier DEA is needed to investigate the regional technology
gap caused by unbalanced regional development among the
three distinct regions in China.

Hayami (1969) and Hayami and Ruttan (1973) introduced
the concept of a Meta-production function to solve the
incomparability of different groups’ performances, the basic
thought of which is to emphasize the heterogeneity of
production technology with different DMUs to reflect
region, type, scale, and other inherent attributes. Battese &
Rao (2002) and Battese et al. (2004) proposed the Meta-
Frontier production model based on the SFA model, while
O’Donnell et al. (2008) established a Meta-Frontier model that
can be estimated using non-parametric and parametric
methods. Since then, Meta-Frontier model have gained in
popularity to assess the technology gaps of DMUs,
including that of Chen et al. (2009) on regional productivity
growth in China, Hajihassaniasl and Kok (2016) on the
Turkish manufacturing industry, Li L.-B et al. (2017) on the
Japanese electricity distribution sector, and Walheer (2018) on
European sectors. The approach can be briefly explained as

Innovation Efficiency of High-Tech Industry

follows: DMUs are partitioned into groups in order to capture
the heterogeneity present between DMUs.

Wang et al. (2013) used the Meta-Frontier DEA approach to
measure energy efficiency by considering the technology gap and
analyzed it as a discrete source of energy inefficiency, finding that
the technology gap related to energy utilization is the most
significant source of energy inefficiency in the central and the
west provinces. Li L.-B et al. (2017) constructed a dynamic DEA
model based on Meta-Frontier analysis to evaluate the efficiency
of China’s regional high-tech industry during 1998-2011. Their
empirical result showed that the east region is always in the lead,
with the central and west regions obviously lag behind, however,
the Meta-technology ratio of the west region has rapidly increased
and presents a trend of catching up with the east. Tian and Lin
(2018) utilized the non-parametric Meta-Frontier and sequential
DEA methods to investigate the technology gap of energy
utilization in different regions of China based on data of 30
provinces from 2005 to 2014. The main findings were that
promoting dissemination of new technology from the eastern
to the central and west regions can be reasonable, because the
eastern region has the most advanced technology, and this
approach could narrow the technology gap across the three
areas in China. Sun et al. (2019) proposed a game Meta-
Frontier DEA model and applied it to evaluate production
technology in China’s different provinces from 2007 to 2016,
presenting that the efficiency of the eastern region is significantly
more desirable than that of the western region, while the
technological potential of the central and western regions are
enormous. These methodologies enable not only the calculation
of comparable technical efficiencies for DMUs under different
technologies, but also the estimation of technology gaps for
DMUs under different technologies relative to the potential
technology available to them as a whole.

This research applies Meta-Frontier DEA to study the
innovation efficiency of China’s high-tech industry, with some
innovative points. First, we apply Meta-Frontier DEA to measure
the innovation efficiency of China’s eastern, central, western, and
national high-tech industries and compare the innovation
efficiency between the regional frontiers and the national
common Frontier. Second, this research combines the
measured result of innovation efficiency, introduces the
technology gap ratio, and analyzes the gap between the
technical level of each regional high-tech industry and the
optimal technical potential in China. Third, we inspect the
convergence condition of innovation efficiency in each region
of China as well as the national high-tech industry.

3 HIGH-TECH INDUSTRY INNOVATION
EFFICIENCY CALCULATION

3.1 Meta-Frontier DEA

The non-parametric approach has been traditionally assimilated
into data envelopment analysis (DEA). DEA is a mathematical
programming model applied to observed data that provides a way
to construct production frontiers as well as calculate efficiency
scores relative to those on a constructed Frontier.
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The model developed by Charnes et al. (1979), known as the
CCR model, imposes three restrictions on Frontier technology:
constant returns to scale, convexity for the set of feasible input-
output combinations, and strong disposability of inputs and
outputs. The basic assumption of the CCR model is that a
DMU has constant returns to scale (CRS), but in reality, a
DMU could have increasing returns to scale (IRS) or
decreasing returns to scale (DRS). As a result, the inefficiency
of a DMU might result not only from an inappropriate
configuration of inputs and outputs, but also from the
assumption of CRS. Therefore, Charnes et al. (1979) set up the
concept of the distance function and loosened the restriction of
the variable possibility. The new DMU using variable returns to
scale (VRS) is called the BCC model.

Tone (2001) provided a slack-based measure (SBM) model
that considers the slacks of the input item and output item to
estimate the efficiency value. The estimated efficiency value in the
SBM model is between 0 and 1. The SBM model also uses a non-
radial method to estimate an efficiency value. Thus, the puzzle in
which the efficiency value cannot be achieved in the CCR model
and in the BCC model does not happen in the SBM model.

Following the Tone model, Battese et al. (2004), O’Donnell
et al. (2008), and Moreira et al. (2010) specified the non-
stochastic Frontier estimation, based on the Meta-Frontier
concept, to calculate the technology gap. O’Donnell et al.
(2008) calculated the technology gap through the radial
DEA model. The advantage of the Meta-Frontier model is
that it calculates comparable technical efficiencies for firms
operating under different technologies. Moreover, the
technique includes building a global technology production
Frontier (or a Meta-Frontier) and then separating the
countries in the sample into relatively homogeneous (or
regional) groups and then estimating group-specific frontiers.

This study further develops the SBM technology gap
measurement, based on the DEA model, to analyze the
differences between various operational technologies.
Suppose that the overall DMU can be classified into I
groups that employ different operating technologies. The
sample size of the ith group is J' and satisfies Zle]i =]. We
write the formula as:

1 oy
Min: *=f— —— ts..
9,(p,/\,sNR',sNR+P I+ ];; 1]/Xen
I J
5~t-z zxjin)tji <O-xemn=1,-N
i=1 j=1
L )
Z)’jip/\ﬁZyep, p=1--P

1
i=1 j=1

I J

YY¥hi=Li=1-1
i=1 j=1
0<1, /\j,‘ >0
The optimal objective value of p* is identified as Meta-
efficiency following the definition of O’Donnell et al. (2008).
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We compute the efficiency score of DMU, (labeled as pf),
evaluated based on the ith group (namely, group-efficiency) by
solving the following mathematical program:

. 14
Min: =t ——)ts
640,)»,51\!‘13,5”“* P I; SJ /Xen

ji
ijmujggt Xepyn=1,--,N

=1

(2)

Ji
ZyjpﬂijeP) p = 1)...)1.‘)
j=1

0<1,u;20

Here, & represents the group-efficiency score measured from
the radial inputs, and y; represents the composed weight of the
benchmarks for DMU,.

In order to distinguish the differences between technologies,
we define the technology gap ratio (TGR) of efficiency for the ith
group’s jth DMU (i.e.,, DMUj;) as:

TGR;; =p"[p'

We define TGR in terms of the utilization of inputs and
generation of outputs of an individual DMU as:

input TGR of DMU;: RITGR;; = 6" | ¢f

We define TGR in terms of the utilization of inputs and
generation of outputs of individual groups as:

input TGR of ith group: RITGR; = ZﬁRITGRij/]’ 3)

3.2 Variable Selection and Data Sources

We now select the innovation input variables. Research personnel
and capital are the core input factors of innovation activities. Thus,
this paper selects high-tech industry research personnel converted
into full-time equivalent as the variable of high-tech industry
research personnel investment and selects high-tech industry
internal expenditure on R and D as the variable of high-tech
industry capital input into R and D. Since research capital
investment has an influence of innovation, this paper converts
the intramural expenditure on R and D into internal expenditures
to measure research capital investment. The conversion process is:

K; = Q(H) +(1- 8)K(t—1) (4)

In the formula, K; stands for the internal expenditures of
research capital of some province in year t; § stands for the R and
D capital depreciation rate; and 0y stands for the discounted
high-tech industry investment in R&D expenditures of year t-1.

We suppose that the value growth rate of the high-tech industry’s
R and D expenditures equals that of R&D expenditures. The
beginning value of R and D expenditures can then be:
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TABLE 1 | Descriptive statistical characteristics of the innovation input and output for the high-tech industry in China’s provinces.

Region Variable Min Max Ave SD
Whole country R and D capital: 10,000 CNY 7117 3542255.26 123074.37 194631.16
R and D personnel: persons 5 224334 6521 10241.53
Patent applications: pieces 1 45449 839 2106.33
Sales revenue of new products: 10,000 CNY 3.07 15145569.30 656560.15 948132.62
Eastern region R and D capital: 10,000 CNY 156.15 3542255.26 269647.34 489427.7
R and D personnel: persons 5 224334 12710 27345.51
Patent applications: pieces 1 45449 2043 5686.536
Sales revenue of new products: 10,000 CNY 55.06 15145569.30 1654441.25 2316484
Central region R and D capital: 10,000 CNY 7117 247,828.21 38023.13 40968.58
R and D personnel: persons 15 22073 3087 3279.30
Patent applications: pieces 1 3182 252 522.78
Sales revenue of new products: 10,000 CNY 38.51 845071.14 126374.12 147636.30
Western region R and D capital: 10,000 CNY 96.89 367,289.73 61553.41 94838.51
R and D personnel: persons 7 22021 3767 5067.55
Patent applications: pieces 1 5054 224 526.68
Sales revenue of new products: 10,000 CNY 3.07 1306237.22 187366.26 289403.9
A B

>z
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.
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L

)
[ 500

"

Average innovation efficiency under regional frontier

FIGURE 1 | Average innovation efficiency of the high-tech industry under the regional Frontier and the common Frontier in 1999-2018.
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Ko =6,/(g+9) (5)

Here, g is the average annual growth rate of R&D
expenditures. As for the depreciation rate of R and D
expenditures, according to most scholars, § = 15%.

We next select the innovation output in variables. The
general indicators for the measurements of innovation output
are patent applications or grants and new product output value
or sales. Patent applications are the intermediate outputs of
innovation activities that represent the direct results of
innovation activities. New product output value reflects the
ultimate economic value of technological innovation, process
improvement, and other innovative activities. Therefore, this
paper selects the number of patent applications and the value of
new products as the output of innovation activities.

This paper selects 29 provinces (autonomous regions and
municipalities; hereinafter, referred to as provinces) in China
from 1999 to 2018 as the analysis samples (Tibet and Xinjiang

are excluded due to serious missing of data, and Taiwan, Hong
Kong, and Macao are not included in the scope of analysis). We
divide China into three regions: eastern, central, and western.”
Data are from China Statistical Yearbook, China High-tech
Industry Statistical Yearbook, and relevant provinces’ statistical
yearbooks over the years. Some provinces lack data for individual
years, and hence we adopt the average number of the year before
and the year after. In order to prevent inflation or economic
tightening from impacting the price of the underlying data as they
span over a long period of time, this paper selects the price index of
investment in fixed assets as the price deflator for the value of new
products and the internal expenditure on R&D. We then

*Eastern: Beijing, Tianjin, Hebei, Shandong, Shanghai, Jiangsu, Zhejiang, Fujian,
Guangdong, Guangxi, and Hainan. Central: Shanxi, Inner Mongolia, Jilin,
Heilongjiang, Anhui, Jiangxi, Henan, Hunan, and Hubei. Western: Shaanxi,
Gansu, Qinghai, Ningxia, Chongqing, Sichuan, Yunnan, and Guizhou.
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TABLE 2 | Innovation efficiency of the high-tech industry under the regional Frontier and the common Frontier in 1999-2018.

Common frontier

Region Province Regional frontier
Min Max Ave
Eastern Beijing 0.523 1.000 0.843
Tianjin 0.401 0.832 0.671
Hebei 0.362 0.704 0.580
Liaoning 0.391 0.711 0.546
Shandong 0.396 0.763 0.659
Shanghai 0.497 1.000 0.926
Jiangsu 0.428 0.962 0.769
Zhejiang 0.407 0.892 0.731
Fujian 0.484 0.876 0.708
Guangdong 0.562 1.000 0.903
Guanggxi 0.164 0.568 0.326
Hainan 0.105 0.422 0.264
Central Shanxi 0.431 0.763 0.693
Inner Mongolia 0.230 0.892 0.705
Jilin 0.424 0.772 0.672
Heilongjiang 0.413 0.758 0.676
Anhui 0.368 0.832 0.663
Jiangxi 0.352 0.794 0.680
Henan 0.398 1.000 0.822
Hubei 0.451 1.000 0.837
Hunan 0.430 0.874 0.729
Western Shaanxi 0.423 1.000 0.862
Gansu 0.141 0.503 0.304
Qinghai 0.118 0.466 0.232
Ningxia 0.121 0.397 0.293
Chongaing 0.387 1.000 0.875
Sichuan 0.417 0.862 0.844
Yunnan 0.270 0.533 0.416
Guizhou 0.205 0.486 0.373

SD Min Max Ave SD
0.131 0.523 1.000 0.843 0.131
0.236 0.401 0.832 0.671 0.236
0.197 0.362 0.704 0.580 0.197
0.178 0.391 0.711 0.546 0.178
0.210 0.396 0.763 0.659 0.210
0.098 0.537 1.000 0.926 0.106
0.204 0.428 0.962 0.769 0.204
0.231 0.407 0.892 0.731 0.231
0.138 0.484 0.876 0.708 0.138
0.115 0.562 1.000 0.903 0.115
0.186 0.164 0.518 0.326 0.186
0.104 0.105 0.422 0.264 0.104
0.121 0.331 0.632 0.512 0.115
0.286 0.196 0.765 0.568 0.192
0.117 0.321 0.708 0.535 0.102
0.114 0.302 0.702 0.526 0.107
0.132 0.294 0.641 0.497 0.118
0.185 0.285 0.603 0.505 0.116
0.203 0.302 0.721 0.605 0.163
0.176 0.328 0.740 0.613 0.130
0.150 0.331 0.688 0.610 0.124
0.124 0.369 0.809 0.698 0.142
0.106 0.107 0.461 0.226 0.093
0.109 0.094 0.375 0.197 0.094
0.112 0.103 0.306 0.223 0.089
0.242 0.305 0.847 0.710 0.195
0.183 0.371 0.713 0.642 0.122
0.137 0.186 0.427 0.313 0.087
0.115 0.152 0.381 0.238 0.094

reevaluate the business accounting data at current prices to
comparable data by selecting 1999 as the base year. Table 1
lists the descriptive statistical characteristics of the innovation
input and output data from 1999 to 2018 for the high-tech
industry in China’s provinces.

3.3 Analysis Result

The applications are based on input-oriented Meta-Frontier DEA
by means of the software DEA-solver. Moreover, the innovation
efficiency of the high-tech industry in every province is calculated
by respectively measuring the industry’s innovation efficiency of
each province in the eastern, central, and western regions under the
regional Frontier and the common Frontier of China. Table 2
shows the results. At the same time, this study uses ArcGIS
software to conduct a spatial visualization analysis of the
average innovation efficiency of China’s high-tech industries
under the regional Frontier and the common Frontier, as
shown in Figure 1.

3.3.1 Variation Analysis of the Provinces’ Innovation
Efficiency of the High-Tech Industry Under the
Regional Frontier

The left side of Table 2 and Figure 1A present the basic
conditions of the innovation efficiency of the high-tech

industry under the regional Frontier for the eastern,
central, and western regions from 1999 to 2018. In the
eastern Frontier, the high-tech industry of the 12 eastern
provinces has an average efficiency of 0.661, which indicates
that using the potential optimal production technologies
there will on the whole improve efficiency by 33.9%. The
innovation efficiency of Shanghai ranks first with average
efficiency of 0.926, while Hainan ranks last with innovation
efficiency of 0.264, showing a huge gap between the two. In
the central Frontier, the average efficiency of high-tech
industry innovation of the nine central provinces is 0.719
among which Hubei ranks the highest at 0.837, and Anhui is
the lowest at 0.663. The gap in the innovation efficiency
among the central provinces and the room for optimal
efficiency are smaller than that of the eastern region. In
the western Frontier, the average high-tech industry
innovation efficiency of the eight western provinces is
0.533, in which Chonggqing ranks the highest, while those
of Qinghai and Ningxia are relatively low.

We see from the comparison of the innovation efficiencies
in the high-tech industry under the three regional frontiers
that an obvious gap exists among the regions with the largest
gap in the western region and the smallest gap in the central
region. Compared with the regional potential optimal
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TABLE 3 | Analysis of the technology gap ratio (TGR) of innovation efficiency in
each region.

Region year TGR
Eastern Central Western

1999 1 0.695 0.627
2000 1 0.692 0.638
2001 1 0.735 0.636
2002 1 0.761 0.652
2003 1 0.790 0.691
2004 1 0.788 0.686
2005 1 0.801 0.713
2006 1 0.812 0.744
2007 1 0.828 0.736
2008 1 0.833 0.763
2009 1 0.869 0.803
2010 1 0.873 0.775
2011 1 0.875 0.776
2012 1 0.890 0.738
2013 1 0.902 0.712
2014 1 0.893 0.716
2015 1 0.916 0.669
2016 1 0.912 0.624
2017 1 0.904 0.682
2018 1 0.911 0.653
Ave 1 0.834 0.702

production technology, the improvement space for the
innovation efficiency of the high-tech industry for the
eastern, central, and western regions is respectively 33.9,
28.1 and 46.7%.

3.3.2 Variation Analysis of the Provinces’ Innovation
Efficiency of the High-Tech Industry Under the
Common Frontier

The right side of Table 2 and Figure 1B list the basic condition of the
innovation efficiency of the high-tech industry in every province
under the common Frontier of China from 1999 to 2018. We can see
that the innovation efficiencies of the central and western provinces
are different under the common Frontier and under the regional
Frontier. For example, the average efficiency of Henan is 0.822 under
the regional Frontier, while under the common Frontier it is 0.605,
because the referential technologies are different under the two
frontiers. The referential technology of the regional Frontier is the
western regional potential optimal production technology, while that
of the common Frontier is the potential optimal production
technology of China. The eastern region represents the highest
level of technology, while the referential technology of the national
common Frontier and the regional Frontier is the same. Thus, the
innovation efficiency of the eastern provinces under the two frontiers
remains the same.

The provinces’ high-tech industry innovation efficiency gap
is more obvious under the national common Frontier. The
high-tech industry innovation efficiency of Shanghai is high at
0.926, while that of Ningxia is only 0.223. From the average
value for the three regions’ high-tech industry innovation
efficiency, the eastern region is the most efficient (0.661),
followed by the central region (0.546), and then the western
region is the lowest (0.406).
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FIGURE 2 | Analysis of the technology gap ratio (TGR) of innovation
efficiency in each region.

3.3.3 Variation Analysis Among the Provinces on the
Technology Gap in the Innovation Efficiency of the
High-Tech Industry

The biggest advantage of Meta-Frontier DEA is that the gap in
production technology of different areas can be examined by the
technology gap ratio.

From Table 3; Figure 2 we see a very obvious technology gap of
innovation efficiency in the high-tech industry among China’s three
major regions. The eastern region’s TGR is one every year, the
country’s highest level, indicating that it has reached 100% of the
national potential optimal technology. The eastern region is China’s
most economically developed area with a large number of high-end
professionals and significant foreign investment. Its overall
innovation efficiency of the high-tech industry is higher than that
of the western region and central region. The average TGR values of
the central region and western region are respectively 0.834 and
0.702, indicating that the room for improvement for the two regions
to the national potential optimal technology is 16.6 and 29.8%.

From the variation rule of the gap between the region’s
innovation efficiency of the high-tech industry, we note that
TGR of the innovation efficiency of the high-tech industry in the
central region has gradually increased, indicating that innovation
efficiency of this regional high-tech industry is rising, and that the
gap between the central region and the eastern region is
narrowing. The central region’s TGR at first increases and
then becomes smaller, which shows that the gradual
improvement mechanism of the innovation efficiency of the
high-tech industry has not yet formed in the central region.
From the overall trend, the technology gap between the eastern
region and the western region has gradually expanded.

4 CONVERGENCE TEST OF THE
HIGH-TECH INDUSTRY’S INNOVATION
EFFICIENCY

4.1 Stochastic Convergence and Test
Method

The aim of convergence analysis is to study the income gap trends
between different economies over time. According to the analysis

Frontiers in Environmental Science | www.frontiersin.org

April 2022 | Volume 10 | Article 857516


https://www.frontiersin.org/journals/environmental-science
www.frontiersin.org
https://www.frontiersin.org/journals/environmental-science#articles

Zou et al.

methods and hypotheses, convergence analysis consists of ¢
convergence, f§ convergence, club convergence, and stochastic
convergence. Here, 0 convergence means that the gap of per
capita income among different economies decreases over time,
while 8 convergence includes conditional f§ convergence and
absolute § convergence. Conditional f§ convergence means that
different economies respectively converge to a steady-state level
of their own, while absolute f§ convergence is that all economies
converge to the same steady-state level. Club convergence implies
that economies with a similar initial level and structural
characteristics converge in the long run - namely, they show
absolute convergence under the same level of development.
Stochastic convergence mainly inspects whether changes in the
gap in per capita income among different economies are relatively
stable.

Bernard and Durlarf (1996) defined stochastic convergence
under the assumption of economic variables’ linear deterministic
trend and stochastic trend. For the economic variables of N (N =
1, 2...n) areas, if:

im E(Y e~ Kueile) =0, YN # 1, ©)

then the economic variables of these N areas could reach
stochastic convergence (It is the information set at time t),
which means that the gap of economic variables between
different regions approaches infinitely close to zero over time.
According to Bernard and Durlarf’s definition, the key to
analyzing the convergence of regional economic variables lies
in ascertaining the co-integration relationship of relevant
economic variables in these regions.

Johanson’s maximum likelihood method is commonly used in
the co-integration test with the following model:

AY  =T1AY; + LAY 5 + - + T AY g +1IY 4 + D, + U,
(7)

Here, Yt is a vector including N first-order integrated I (1)
time series variables; A indicates the first-order difference;
I'l,I2,..T'q-1 make up the PxP coefficient matrix; g refers to the
lag order; Dt is a deterministic variable; Ut is vector of white
noise; and IT is a compression matrix.

According to Johanson’s testing principle, the key to
identifying the co-integration relationship among different
economic variables is to determine the rank of the
compression matrix in Formula 7. The trace test statistic is
as follows:

N
n,==T Y In(1-A)r=0,1,-, (N -1) (8)

i=r+1

Here, N refers to the number of sequential variables contained
in vector Y#; T refers to the sample size; Ai is the characteristic root
at step i; and r is the number of hypothesized co-integration
relationships, ranging from 0 to N-1. The null hypothesis is that
the rank of compression matrix ITis r - namely, the number of co-
integration relationships in the sequential variables. The
alternative hypothesis is that the rank of compression matrix

Innovation Efficiency of High-Tech Industry

IT is N - namely, Yt is a stationary process. According to
Johanson’s test model and trace test statistics formula, if one
successively postulates r = 0,1,..,N-1, then we could get the
corresponding statistic #r, and until we get nr. The first non-
significant statistic, r, which is the number of co-integration
relationships, can thus be ascertained.

4.2 Analysis of the Empirical Test

Before conducting the stochastic convergence, we should first use
the Augmented Dickey-Fuller (ADF) test to study the stability of
the sequences. According to the innovation efficiency of the high-
tech industry in China’s provinces calculated on the basis of the
common Frontier, the ADF test results for stability in the high-
tech industry innovation efficiency sequences can be checked in
Table 4.

As Table 4 shows, the first-order difference ADF test values
for innovation efficiency of the high-tech industry in China’s
provinces are more than 5%. Thus, the innovation efficiency
sequences of the provinces’ high-tech industry are first-order
integration I (1) sequences, whose co-integration relationship can
be tested by Johanson’s method to judge the convergence of the
gap of innovation efficiency gap among the eastern, central,
western and national high-tech industries.

Table 5 shows the results of the co-integration test of the
innovation efficiency sequences of the high-tech industry in the
eastern, central, and western regions. In the whole country, r is
five when the first non-significant trace test statistic appears,
which shows that the number of innovation efficiency sequences
for the national high-tech industry is 5 (r = 5 < 28-1 = 27).
According to Bernard and Durlarf’s theory, innovation efficiency
in China’s provinces” high-tech industry will not converge in the
long run. The number of co-integration relationships among
innovation efficiency sequences of the high-tech industry in the
eastern and western regions is respectively 3 (r <N-1=11) and 4
(r < N-1 = 7), and so the innovation efficiency of the high-tech
industry in these two regions in the long run will not converge.
For the central region, r is eight when the first non-significant
trace test statistic appears, which shows that the number of co-
integration relationship among the nine provinces there
conforms to the formula of r = 9-1 = 8, and so the
innovation efficiency of the high-tech industry in the central
region will converge in the long run.

Existing research results show that the level of regional
economic development, industry agglomeration, R and D
intensity, government support, and other factors all impact the
level of innovation efficiency of the high-tech industry. The
difference between the above factors’ results shows up in the
difference among the convergence trend of innovation efficiency
for the regional high-tech industries. In the central provinces, the
resource endowment, industrial structure, and economic
development levels are relatively close, and the degree of
industrial agglomeration and R and D intensity tend to
gradually narrow. In the eastern and western regions, due to
differences in geographical location, labor conditions, and
resource endowments, the gaps in the levels of economic
development, the degree of industrial agglomeration, and R
and D intensity expand rather than narrow, resulting in the
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TABLE 4 | Stationary test of the innovation efficiency series of the high-tech industry in China’s provinces.

Region ADF test value Test type (c,t,q) Conclusion
of first-order difference
Beijing -4.181 (c,0,2) I (1)
Tianjin -3.985 (c,0,1) I (1)
Hebei -3.481 (c,0,3) I (1)
Liaoning -.750 (c,0,1) I (1)
Shandong -4.948 (c,0,2) I (1)
Shanghai -4.611 (c,0,9) I (1)
Jiangsu -3.820 (c,0,1) I (1)
Zhejiang -3.570 (c,0,3) I (1)
Fujian -5.625 (c,0,2 I (1)
Guangdong —4.427 (c,0,3) (1)
Guangxi -3.847 (c,0,3) I (1)
Hainan -4.604 (c,0,1) I (1)
Shanxi -3.882 (c,0,1) I (1)
Inner Mongolia -4.115 (c,0,3) I (1)
Jilin -5.086 (c,0,3) I (1)

Region ADF test value Test type (c,t,q) Conclusion
of first-order difference
Heilongjiang -3.708 (c,0,2) (1)
Anhui —4.937 (c,0,2) I (1)
Jiangxi -4.806 (c,0,2) I (1)
Henan -4.772 (c,0,2) 1 (1)
Hubei -5.156 (c,0,3) I (1)
Hunan —4.432 (c,0,1) (1)
Shaanxi -5.201 (c,0,2) 1 (1)
Gansu -3.858 (c,0,3) 1 (1)
Qinghai -4.160 (c,0,2) I (1)
Ningxia -5.064 (c,0,3) I (1)
Chongaing -4.092 (c,0,2) I (1)
Sichuan -3.807 (c,0,3) I (1)
Yunnan -4.684 (c,0,2) (1)
Guizhou -3.762 (c,0,2) I (1)

The results of this table are calculated by Eviews6.0. Here, ¢ and t represent the existence of a constant term and trend term, respectively; q refers to lag order, selected according to AlC,

and SC; and the critical significance values of 5 and 1% are respectively -3.478 and -3.837.

TABLE 5 | Stochastic convergence test results of the innovation efficiency series of each region’s high-tech industry.

National Eastern Central Western
Statistic 7, Assumed values r Statistic 7, Assumed values r Statistic 7, Assumed values r Statistic 7, Assumed values r
219.34 None™” 132.61 None™” 316.21 None™” 148.42 None™”
118.21 <1 53.27 <1 234.48 <1 66.51 <1
66.27 <2 21.72 <2 180.63 <2" 34.13 <2
24.38 <3 8.16 <3 95.90 <3 11.58 <3
12.23 <4 66.47 <4 6.23 <4
5.46 <5 32.26 <5

21.11 <6"

12.32 <7*

8.57 <8

*

gap of innovation efficiency for the high-tech industry to further
expand.

5 CONCLUSION

Scholars at home and abroad have conducted systematic and in-
depth studies around the innovation efficiency of high-tech
industries. In terms of research methods, most of them adopt
data envelopment analysis method to assess the innovation
efficiency of high-tech industries. At the level of research
content, the macro level is to study the innovation efficiency of
high-tech industry from the external environment such as
government and market, while the micro level is to explore the
innovation efficiency of high-tech industry from the internal
factors such as the quality of labor and R and D capital, and
then to explore the new impetus for China’s green development.
However, there are also some limitations: in terms of research
methods, scholars mostly use DEA methods to study the
innovation efficiency of high-tech industries, ignoring the
influence of environmental constraints and random factors on

(**) represents rejecting the null hypothesis when the significance is 5% (1%). The lag order is ascertained according to AIC, and SC., The results are calculated with Eviews6.0.

the results, which leads to a certain error in the result of calculation.
In terms of research objects, on the one hand, too much attentions
have been paid to the research samples of economically developed
regions, neglecting the research samples of western regions, and on
the other hand, the heterogeneity of regional development has not
been taken into account, ignoring the regional development
imbalance of high-tech industries. Therefore, applying Meta-
Frontier DEA, this research estimates the innovation efficiencies
of the high-tech industries in China’s provinces on the basis of the
regional Frontier and common Frontier from 1999 to 2018. We
also study the convergence of the innovation efficiency of the high-
tech industry in eastern, central, western, and all of China. The
conclusions are as follows.

First, under the regional Frontier the gap in innovation
efficiency of the provinces” high-tech industry is quite obvious,
among which the western regional gap is the biggest and that in
the central region is the smallest. Comparing the potential
optimal production technology in the same region, we find
that the improvement room for innovation efficiency of the
high-tech industry in eastern, central, and western China is
respectively 33.9, 28.15, and 46.7%.
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Second, under the common Frontier the gap of innovation
efficiency of the high-tech industry in the provinces is more
obvious. In Shanghai, the innovation efficiency of its high-tech
industry reaches 0.926, but Ningxia is only at 0.223. Judging
from the average, innovation efficiency is the highest in the
eastern region followed by the central region, and the lowest is in
the western region. The regional pattern of the innovation efficiency
of the high-tech industry is consistent with the pattern of regional
economic development within China.

Third, we employ the technology gap ratio to study the
innovation efficiency of the high-tech industry in the eastern,
central, and western regions of China. Findings show that eastern
regional technology hits the potential optimal, while the
improvement room for central and western regional technology
is respectively 18.6 and 28.8%.

Fourth, we test the trend of innovation efficiency for China’s
high-tech industry with stochastic convergence. Results present that
the innovation efficiency of the high-tech industry in the central
region converges, while the convergence trend has not yet formed in
the western and eastern regions.

Based on the research in this paper, scholars should explore
the real level of innovation efficiency of China’s high-tech
industry from the macro, medium, and micro perspectives
combined with the heterogeneity of the regional development
of high-tech technology industry, and then provide an
optimization path for the new dynamics of China’s green
development. The above conclusions have significant meaning
for the China government to support the development of its high-
tech industry. First, in most of its provinces the innovation
efficiency of the high-tech industry still maintains a great gap
from the production Frontier namely, there is big room to
improve innovation efficiency. Therefore, the government
should implement the innovation-driven strategy, continuously
increase R&D efforts, and strive to enhance the innovation
efficiency and level of high-tech industries. Meanwhile,
establish a win-win cooperation mechanism, promote the
development of high-tech industries in the western region and
foster the spillover of innovation factors and the full emergence of
innovation vigor. Second, policies supporting innovation of the
high-tech industry should be made on the basis of different
regions’ actual conditions, taking into account industrial
agglomeration, R&D intensity and other factors. On the

premise of combining the heterogeneity of regional
development levels, different development policies are
formulated according to local conditions for high-tech

industries in different regions, mechanisms matching the
enhancement of innovation efficiency of high-tech industries
are established, a scientific innovation system is set up,
financing channels for high-tech industries are broadened
through the help government, and a good innovation
environment is created for the development of enterprise.
Finally, the China government should guide those provinces
with high innovation efficiency in the high-tech industry, such
as Beijing, Shanghai, and Guangdong, to exert technology
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superiority and provide R&D spillovers in order to help the
surrounding provinces improve their own innovation
efficiency, especially to focus on helping the development of
high-tech industries in Tibet, Qinghai and other provinces and
regions, and the government should encourage the western
provinces to entice high-tech enterprises to invest there and to
increase R and D intensity, which will promote the improvement
of their own internal innovation capacity and then realize the
improvement of the overall innovation efficiency of China’s high-
tech industry. In addition, it is necessary to improve the
management level of enterprises, take management as an
important means for the development of high-tech enterprises,
and promote the establishment of a perfect modern enterprise
system for the high-tech industries in the western region. At the
same time, to improve the overall high-tech industry scale effect,
the scale should be considered as an important grasp of the
cultivation of high-tech industry innovation efficiency
improvement.
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