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Fiscal Transparency, Financing Constraints and Firms' Investment in Innovation
LIU Hua' WANG Jiao' CHEN Lipeng”

(1. School of Management , Huazhong University of Science and Technology s Wuhan 430074, China ;
2. School of Business s Zhengzhou University s Zhengzhou 450001, China)

Abstract: Fiscal transparency is an important guarantee for fiscal equity and economic stability, and
one of the important factors influencing business decisions. Based on fiscal transparency data at the
prefecture-level city level and corporate operating data of A-share listed companies from 2013 to
2020, this paper examines the impact of fiscal transparency on corporate innovation investment and
its mechanism of action. It is found that fiscal transparency has a significant contribution to firms'
innovation investment level, and this finding still holds after a series of robustness tests and endo-
geneity issues are performed. The heterogeneity analysis shows that increased fiscal transparency
has a stronger promoting effect on innovation inputs of non-state enterprises, small and medium-
sized enterprises, and high-tech enterprises. However, the degree of financial marketization has a
negative moderating effect in the effect of fiscal transparency on firms innovation inputs. The mech-
anism analysis shows that fiscal transparency promotes the increase of firms’ innovation investment
mainly by alleviating firms' financing constraints. At the policy level, we should strengthen the fi-
nancial information disclosure system and government portal construction, make efforts to build a
"sunshine government", strengthen the leading and supporting role of fiscal policy on enterprise in-
novation, and steadily promote financial market reform, so as to promote enterprises to increase in-
vestment in science and technology innovation and achieve high-quality economic development.

Key words: Fiscal Transparency ; Financing Constraints; Financial Marketization; Firms' Investment in In-

novation
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