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Is the subsidy conducive to enterprise technological innovation?

ZHANG Caiyun' JIANG Nan® LYU Yue’

(1. Institute of Economics Chinese Academy of Social Sciences Beijing 100836 China;
2. School of Economics Liaoning University Shenyang 110036 China;

3. School of International Trade and Economics University of International Business and Economics Beijing 100029 China)

Abstract: As a direct way to guide enterprise technological innovation government subsidies will certainly
have an impact on enterprise technological innovation in the market competition environment. We put
“schumpeterian effect” and “escape-competition effect” into one analysis framework. By matching database of
Chinese industrial enterprises and the patent application database of Chinese enterprises from 2001 to 2013  we
analyze the direct and indirect impact of subsidies on innovation. The conclusions are as follows: (1) subsidies
have a very significant positive impact on enterprise technological innovation. (2) subsidies have a very
significant positive impact on enterprise technological innovation through the market competition which is
reflected by “schumpeterian effect”. As far as the enlightenment is concerned for the government’ s guiding
role in enterprise innovation and the operation mechanism in the market competition this paper gives some
micro enlightenment. On the one hand in order to continue to play the role of subsidies it is necessary to
consider that under different market competition levels the incentive effect of subsidies on technological
innovation of enterprises is different; on the other hand it is necessary to identify enterprises with high
innovative ablity to give subsidy and the focus is on making subsidies more efficient not just scaling them up.

Key words: enterprise technological innovation; subsidy; market competition; schumpeterian effect



