
 

Table 1 Government Subsidies for GEM Listed Companies 

Year Number of companies Min Max Average Total（Billion） 

2012 353 4000.00 100225116.03 10033417.58 35.32 

2013 378 65000.00 153894000.11 11103933.11 41.97 

2014 418 129436.36 155579340.49 11779071.47 49.12 

2015 496 99062.44 383265810.48 15490831.83 76.83 

2016 598 64741.86 445211022.22 17699424.04 105.84 

 

 

1. INTRODUCTION 

In recent years, not only has the frequency of government 

subsidies for listed companies in China accelerated, but also 

the amount of subsidies has increased. According to Sohu 

Finance.com, using statistics from the Wind database, in the 

past 10 years, the Chinese government has issued a total of 

190,000 subsidies of various types to 3,151 listed compa-

nies, with a total balance of 978.1 billion yuan.1 The GEM 

market, as a gathering place for high-tech emerging compa-

nies in China, has received strong financial support from the 

state. Table 1 shows the government subsidies in the GEM 

market. From the table, it can be seen that from 2012 to 

2016, government subsidies showed a year-on-year increase 

in terms of total and average values, and the number of sub-

sidized enterprises each year continued to increase. From 

2012 to 2016, the total amount of government subsidies 

jumped from 3.532 billion yuan to 10.584 billion yuan. In 

2016, there were 607 GEM listed companies in China, and 

the GEM government subsidy coverage rate was 98.5%. 

 

Can such a strong government subsidy meet the expecta-

tions of the company's operating performance? Therefore, 

the research question in this article is: Can government sub-

sidies improve the operating performance of listed compa-

nies and achieve government subsidy benefits? 

In the existing literature, the research of government subsi-

dies on business performance is mainly focused on the study 

of financial performance, and the selection of business per-

formance indicators is singular. In this paper, the evaluation 

of business performance is divided into two perspectives: 

financial performance and non-financial performance. The 

return on net assets and non-financial performance are 

mainly from the perspective of the government: promoting 

 
1 Source: http://www.sohu.com/a/197161333_473276 

technological research, promoting employment and pro-

moting fiscal revenue, and studying whether government 

subsidies can improve corporate management and social 

performance. 
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2. THEORETICAL ANALYSIS AND RE-

SEARCH HYPOTHESES 

2.1. Financial Performance Perspective 

Government subsidies help to alleviate the financial pres-

sure of enterprises to a certain extent, and are beneficial to 

the normal production and operation of enterprises. At the 

micro-company level, Zang Zhipeng (2015) believes that 

the central and local governments can enrich their disposa-

ble cash flow through fiscal appropriations, financial subsi-

dies, tax rebates, and tax cuts, thereby reducing the compa-

ny's operating costs and improving its profitability. There-

fore, the government subsidy can improve the company's 

direct financial performance to a certain extent, but it has a 

lagging effect on the company's financial performance. [1] 

Wang Wei and Li Haozhan (2017) take the panel data of 

listed companies in the new energy automobile industry 

from 2010 to 2015 as a sample, and the research results 

show that government subsidies are positively related to the 

financial performance of companies lagging behind. [2] 

From the perspective of the capital market, government sub-

sidies can be regarded as "endorsement" for the credit of 

enterprises. The information transmitted by this endorse-

ment effect can be used as a project evaluation standard for 

external investors such as banks (Liang Biming, Wang Na , 

2018). [3] Therefore, government subsidies can guide po-

tential investors in enterprises to invest to a certain extent, 

and can effectively improve the company's financial perfor-

mance on the basis of effectively reducing information 

asymmetry between enterprises and investors. Based on the 

above analysis, this article proposes hypothesis 1: 

H1: Government subsidies have a positive effect on the fi-

nancial performance of GEM listed companies, but they 

have a certain lag. 

2.2. Non-financial Performance Perspective 

Relevant research shows that according to the motivation 

analysis of government subsidies, they are mainly promot-

ing employment, technical research, government fiscal rev-

enue and regional economic development (Huan Xiang, 

Huang Pengxiang, 2017). [4] In order to further understand 

the economic consequences and impact of government sub-

sidies on listed companies and the effect of government sub-

sidies, this chapter defines the non-financial social perfor-

mance of companies from the perspectives of investment in 

research and development, employment effects, and promo-

tion of fiscal revenue. 

2.2.1. Promote technology R&D and innovation 

Most of China's research on the effects of government R&D 

subsidies supports government R&D subsidies to reduce the 

external effects of technology R&D and encourage compa-

nies to invest in technology. Zhou Yikun (2012) studied a 

sample of strategic emerging industry companies in China 

and found that the amount of R&D subsidies is positively 

related to the R&D investment and corporate costs that 

companies can observe. [5] Zhai Haiyan et al. (2015) be-

lieve that government subsidies have an incentive effect on 

enterprise R&D investment in the short term. [6] In addition, 

the GEM is mainly oriented to independent innovation en-

terprises and other growth-oriented startup companies, 

mainly high-tech, high-growth, new Economy, new ser-

vices, new agriculture, new energy, new materials, new 

business model companies, so hypothesis 2: 

H2: Government subsidies have a positive effect on the 

R&D and innovation performance of GEM listed compa-

nies 

2.2.2. Employment promotion perspective 

At present, there are few empirical studies on the impact of 

government subsidies on employment. In 2019, Pan 

Hongbo and Li Danyu used 2007-2016 Chinese A-share 

listed companies as a sample study to find that companies 

with many employees and good treatment would receive 

more government subsidies when encouraged by industrial 

policies, but this was mainly reflected in the next period. [7] 

The specific reasons are as follows: ① The government's 

special employment subsidy helps reduce the cost of re-

cruiting and training new employees; ② The government 

subsidy can increase the company's current cash flow, alle-

viate the problem of capital shortage, reduce the risk of sci-

entific research investment, and increase the increase of en-

terprises. Capital expenditures and enthusiasm for new pro-

jects are driving companies to hire more employees. Based 

on the above analysis, this article proposes research hypoth-

esis 3: 

H3: The more government subsidies obtained, the better the 

employment promotion effect of GEM listed companies 

lagging behind. 

2.2.3. Employment promotion perspective 

Part of Huang Xiang and Huang Pengxiang's (2017) re-

search involved the study of the social benefits of govern-

ment subsidies. The research results show that government 

subsidies and tax indicators show a significant positive cor-

relation. [8] Government subsidies can indirectly promote 

enterprises to increase tax payment and thereby increase re-

gional fiscal revenue, especially the high development po-

tential of listed companies on GEM. Based on this, put for-

ward hypothesis 4: 

H4: The more government subsidies received, the more fis-

cal revenue the listed company provides to the government. 

3. RESEARCH DESIGN 

The sample scope of this article is the data of A-share listed 

companies from 2012 to 2016, excluding special industries 
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such as financial insurance, excluding ST and *ST corpo-

rate data from 2012 to 2016, and excluding listed companies 

with missing or abnormal relevant information during the 

statistical period. csmar. 

3.1. Model Design 

The basic model is as follows: 


=

+++=
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kControlXY

 
In the formula: Y - explained variables (financial perfor-

mance and non-financial performance); 

X - Explanatory variables (government subsidies); 

Control - Control variables. 

 

 

3.2. Variable Definitions 

The variable explained in this article is the total government 

subsidy. From the analysis above, the influence of govern-

ment subsidies on corporate financial performance has a lag 

effect. Lu Guoqing (2014) uses the sum of government sub-

sidies of the current year and 85% of government subsidies 

of the previous year to measure the government considering 

lag effects Subsidies, [9] This article uses this measurement 

method to verify and analyze the financial performance of 

enterprises. For the measurement of non-financial perfor-

mance, this article uses the current government subsidy to 

total assets ratio as the current variable, namely, Gov. Ac-

cording to the related literature research, the definitions of 

other variables in this paper are shown in Table 2. 

 

Table 2 Variable definition table 

  Variable name Symbol Definition 

Explained 

variable 

Financial performance ROE Net profit in period t / owner equity in period t 

R&D innovation perfor-

mance 
RD Total research and development expenditure / main business income 

Employment effect per-

formance 
Staff Total number of employees in period t / main business income in period t 

Fiscal revenue perfor-

mance 
Taxrate Total tax expenditures in period t / total assets in period t 

Explanatory 

variables 

Government subsidy 1 Gs 
(Government subsidy in period t + government subsidy in period t-1 * 85%) / 

Total assets（Applicable financial performance assumptions） 

Government subsidy 2 Gov 
Government subsidies in period t / total assets in period t 

（Applying non-financial performance assumptions） 

Control  

variable 

Enterprise size Size Natural logarithm of total assets at the end of the year 

Solvency Debt Total Liabilities / Total Assets 

Development ability Growth 
(Total assets in period t-total assets in period t-1) / total assets in the previous 

period 

Operating capacity Assetto Total asset turnover in period t 

Tax burden Tax 
Log of corporate income tax in period t 

（Applicable to financial performance and R&D performance models） 

Wages and benefits Wage 
Total wages and benefits / total employees 

（Applicable Employment Performance Model） 

Capital intensity Cpint Fixed assets / total assets（Applicable fiscal revenue performance model） 

Inventory intensity Invint 
Total Inventory / Total Assets 

（Applicable fiscal revenue performance model） 

4. EMPIRICAL TEST 

4.1. Hypothetical Test 

In order to eliminate the influence of extreme values, this 

paper performed a 5% extreme value tailing on the original 

data before the main test regression. In addition, after the 

Hausman test, a fixed effect model should be used instead 

of a random effect model. 
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Table 3 Empirical test results 

 Financial performance 

（ROE） 

R&D innovation per-

formance（RD） 
Employment effect 

performance (Staff) 

Fiscal revenue perfor-

mance（Taxrate） 

Gs 0.8047606***    

Gov  27.04218*** 0.0213244 0.2672102*** 

Size -0.0245879*** -0.4931484** -0.003279*** -0.0011604** 

Debt 0.0169713* -1.101083* -0.003279** -0.0052527** 

Growth 0.0217075*** -0.1823456 -0.0004387 -0.0081257*** 

Assetto 0.1103098*** -7.093464*** -0.0058231*** 0.0393629*** 

Tax 1.80e-09*** -1.66E-08**   

Wage   -2.11E-08***  

Cpint    -0.0118212*** 

Invint    -0.0092059 

_cons 0.4954922*** 20.93126*** 0.0918824*** 0.0405184*** 

t statistics in parentheses * p < 0.1, ** p < 0.05, *** p < 0.01 

From Table 3, we can know that the influence coefficient of 

government subsidies on the financial performance of listed 

companies on GEM is 0.805, and it is significant at the level 

of 1%. Because the calculation of Gs takes into account the 

lagging effect of government subsidies, it verifies the gov-

ernment subsidies in the previous article. Theoretical anal-

ysis of the impact of corporate financial performance and 

the results of Hypothesis H1. Small scale and simple organ-

izational structure are the distinctive characteristics of GEM 

listed companies compared to other financial market listed 

companies. Therefore, GEM listed companies can more 

flexibly respond to opportunities arising from operating 

conditions by virtue of their advantages in this regard. It 

may be difficult, and it can be seen from this that GEM 

listed companies will use government subsidies more effi-

ciently. In addition, the types of subsidies given by the gov-

ernment to GEM listed companies tend to be R&D and in-

novation or support emerging industries, according to sta-

tistics. As of the end of 2016, national high-tech industrial 

companies have reached 95% of GEM listed companies, 

and more than 70% of the company's business areas involve 

emerging industries.2 These listed companies have achieved 

rapid development with government policy support. The 

empirical results also fully prove that government subsidies 

have a positive impact on the financial performance of 

GEM listed companies. 

The government subsidy has an impact coefficient of 27.04 

on R&D and innovation, and passed the significance test. 

Government subsidies have a significant promotion effect 

on the investment in research and development of listed 

companies. The more government subsidies a listed com-

pany receives, the more investment in research and devel-

opment. The government subsidies have a significant effect 

on investment in research and development. Therefore, the 

 
2 Source: http://www.chinanews.com/stock/2016/10-27 

hypothesis H2 studied in this paper is confirmed. The re-

search of Chinese scholar Chen Xudong (2018) once be-

lieved that certain R&D innovation investment of enter-

prises has an important impact on the operation and devel-

opment of enterprises, but the rate of return on R&D ex-

penditure varies in different industries. [10] For high-tech 

industries, the impact of R&D expenditure on corporate per-

formance is greater and more significant. And most of Chi-

na's GEM market is high-tech enterprises from the next-

generation information technology, new materials, new en-

ergy, high-end equipment manufacturing and other indus-

tries. Therefore, GEM listed companies can often make bet-

ter use of government subsidy funds for R&D and innova-

tion activities. 

The influence coefficient of government subsidies on GEM 

listed companies on employment performance is positive, 

but they have not passed the significance test. However, it 

also shows to a certain extent that government subsidies 

cannot increase the number of employees in the current pe-

riod, but they can promote the employment promotion ef-

fect of the next year. Hypothesis H3 is confirmed. The rea-

son may be that the government subsidy can increase the 

company's current cash flow and increase the company's net 

profit. It cannot directly affect the company's operating ac-

tivities, but the economic benefits flowing into the company 

can have a positive impact on the company's operating ca-

pacity in the coming year. In the next year, it may be more 

willing to expand reproduction, resulting in government 

subsidies that year that have a positive role in promoting the 

employability of listed companies in the second year. 

The influence coefficient of government subsidies on the 

tax expenditure of start-up listed companies is and is signif-

icant at the level of 1%, assuming H3 is confirmed. It re-

flects that Chinese listed companies have effectively 
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promoted corporate tax expenditures through government 

subsidies, which has helped increase government revenue at 

all levels. 

4.2. Robustness Test 

4.2.1. Replace variable 

For the financial performance model, the financial perfor-

mance indicators are replaced by the current ROA for test-

ing. For the R&D innovation performance measurement, 

this article will use the company's patent situation to replace 

the original indicator, and select the number of patent appli-

cations (PN) as a substitute for measuring the R&D innova-

tion performance Variables were tested for robustness. 

4.2.2. Group test 

For the model of employment promotion effect and fiscal 

revenue effect, this paper studies the profit and loss of listed 

companies as the standard, divides the sample into two 

groups of profitable and non-profitable companies, and con-

ducts a robustness test of employment performance and tax 

expenditure performance. 

The regression coefficient of the robustness test is basically 

the same as the regression coefficient of the original test. 

Therefore, the relevant research conclusions of this paper 

are robust. 

5. CONCLUSION 

This article takes China's GEM listed companies from 2012 

to 2016 as the research object and conducts an empirical test 

on the effects of government subsidies on the financial and 

non-financial performance of listed companies through a 

fixed-effect model of panel equilibrium data. 

First, from the results of empirical research, government 

subsidies can significantly improve the financial perfor-

mance of enterprises in the next year. Therefore, it is desir-

able for the government to intervene in the market by 

providing government subsidies to enterprises, which can 

achieve the purpose of promoting economic growth. 

Second, government subsidies for listed companies on the 

GEM board can significantly improve the performance of 

R&D and innovation. One of the reasons is that the govern-

ment's scientific research support subsidies given to listed 

companies are mostly monetary funds with specific uses. It 

usually stipulates the specific use of funds by enterprises 

and is highly targeted. 

Third, GEM listed companies rely on their rapid develop-

ment capabilities and growth, and have a large space for ex-

pansion. They can increase employment by promoting re-

search and development, but the empirical results are not 

significant. 

Fourth, there is a significant positive correlation between 

government subsidies for GEM listed companies and tax 

expenditures of Chinese enterprises, reflecting that Chinese 

listed companies effectively promote corporate tax expend-

itures through government subsidies and help increase fiscal 

revenue at all levels of government. 
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