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The Impact of Government Innovation Subsidies on Corporate Innovation:

Discussion on the Transition from Financial Subsidies to Institutional Subsidies
WANG Shu-guang LIANG Shuang

Abstract: Using panel data from A-share advanced manufacturing firms from 2012 to 2022, this
study finds that government innovation subsidies significantly enhance both the quantity and quality of
corporate innovation. However, its effectiveness is influenced by factors such as the issuing body, timing,
nature of the subsidy, and project characteristics. Subsidies distributed by industrial clusters and local
governments, post hoc subsidies, critical innovation grants, and targeted funding programs demonstrate
stronger effects. The impact of subsidies also varies significantly across industries. Causal pathway analysis
reveals that government subsidies enhance innovation quantity primarily through the "signal transmission
effect" and innovation quality through the "capital supply effect". Moreover, there is a specific alignment
between subsidy classifications and their underlying mechanisms. Accordingly, policymakers should tailor
subsidy designs to align with the issuing body, implementation approach, and industry —specific
characteristics, ensuring precise targeting of corporate R&D needs. Currently, government innovation
subsidies are predominantly financial, which risks fostering excessive dependence on external resources
and undermining firms” intrinsic innovation incentives. Future reforms should focus on transitioning from
explicit financial subsidies to implicit institutional subsidies. Through systematic institutional innovations,
governments can provide comprehensive support for technological progress and the cultivation of new
quality productive forces.

Key words: technology innovation; corporate innovation; government innovation subsidies; financial

subsidies; institutional subsidies
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