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How Do Key Industrial Policies Suppress Industrial Shakeouts?

ZHANG Qian-lin, QI Yu-dong
(Business School, Beijing Normal University, Beijing 100875, China)

Summary: Industrial shakeout is a barometer of industrial security, which is not only related to the security of industrial
chain and supply chain, but also affects the construction of modern industrial system. As an important means of the
government’s  “effective hand” , the impact of key industrial policies on industrial shakeouts has become a focus of
attention from all sectors. However, there is little literature in China exploring the relation between industrial policies and
industrial shakeouts, and only a few studies have conducted theoretical analysis or empirical analysis on the triggering
factors of industrial shocks for individual industries. There is no literature in China exploring the impact of key industrial
policies on industrial shakeouts. In this context, this article explores the impact of key industrial policies on industrial
shakeouts and its mechanism from the perspective of industries with three digital codes at the provincial level, which has
important academic value and practical significance.

This article, based on the Chinese Industrial Enterprise Database and the provincial five-year plan outline text, uses
the DID with multiple time periods to test the impact of key industrial policies on industrial shakeouts and its mechanism.
We find that key industrial policies significantly suppress industrial shakeouts. After changing the sample interval and
replacing the PSM-DID method, the regression results remain robust. Mechanism analysis shows that key industrial policies
suppress industrial shakeouts by improving resource allocation efficiency and promoting exports. Heterogeneity analysis
shows that key industrial policies have a more significant inhibitory effect on industrial shakeouts in areas with high degree
of marketization and in the eastern regions and northeastern regions. Further analysis shows that different types of key
industrial policies have different impacts on industrial shocks, but only key pillar industrial policies significantly suppress
industrial shakeouts.

Compared with existing research, the marginal contributions of this article are as follows. Firstly, at the theoretical
level, studying the effectiveness of key industrial policies from the perspective of industrial shakeouts enriches relevant
research on industrial policies and industrial shakeouts. Secondly, it was verified that key industrial policies have a
significantly inhibitory effect on industrial shakeouts, providing empirical support for maintaining industrial security and
formulating industrial policies. Thirdly, the mechanism of the impact of key industrial policies on industrial shakeouts is
verified from the perspectives of resource allocation efficiency and exports, and the impact of different types of key
industrial policies on industrial shakeouts is further explored.

This article reveals the mechanism of the impact of key industrial policies on industrial shakeouts, which can not only
provide empirical evidence for restraining industrial shakeouts and promoting industrial security, but also provide reference
and inspiration for better leveraging the effectiveness of industrial policies and accelerating the construction of modern
industrial systems.

Key words: key industrial policy; industrial shakeouts; industrial safety; resource allocation effect; export pull effect
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