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Can Centralized Volume-based Procurement Promote Innovation
Quality and Quantity? Evidence from Patent Application Tracks

Tan Wenxin', Zhuang Castiel Chen', Han Dan’, Xiao Saizi’
(1. School of Economics, Peking University)
(2. Department of Economics, University of California Santa Cruz)
(3. School of Politics, International Relations & Economics,
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Abstract: Based on China National Intellectual Property Administration’s patent data in the past
two decades, this paper analyzes the impacts of the volume-based Centralized Drug Procurement
(CDP) pilot on society-wide pharmaceutical innovation through a triple difference strategy. This
paper finds that, the policy significantly promotes the increment of invention patent applications
in the pilot area’s pharmaceutical classifications, but has a negative effect on their quality; the
policy has significant effects on the bid-winning firms, while imposing indirect effects on the par-
ticipating but losing firms and other non-firm entities. The heterogeneity analysis reveals that the
policy not only affects chemical drug patents related to the procurement catalogue but also has a
spillover effect on medical device-related inventions and pharmaceutical utility model patents.
The mechanism analysis shows that the CDP can reduce the market concentration of pharmaceuti-
cal inventions, change various types of firm expenses, and enhance the patented technology
transfers to non-firm entities, leading to “trading quality for quantity” in pharmaceutical innova-
tion.
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