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Can Local Fiscal Policy Support Promote Enterprise Innovation?
TANG Dapeng YU Qian
(School of Accounting /China Internal Control Research Center , Dongbei University of

Finance and Economics s Dalian 116025,China)

Abstract: Based on the data of Chinese A-share listed enterprises from 2006 to 2020, this paper ex-
amines the impact of Local Fiscal Policy Support (LFPS) on enterprise innovation. The research
finds that LFPS for industry can promote enterprise innovation quantity and quality significantly.
The government subsidy that prefers hardware project can ease the financing constraint of enterpri-
ses, but it is relatively insufficient to highly skilled talents, so it can only promote quantity. Tax in-
centives biased towards market can overcome the negative impact of capital and labor constraints to
improve quality.Further analysis shows that LFPS builds the long board when the enterprises them-
selves are access to more government innovation factors.Also, LFPS reinforces the weak board when
the regional institutional environment is more unstable. This paper clarifies the relationship between
LEFPS and enterprise innovation, providing reference for the optimization of innovation-driven devel-
opment policy.

Key words: Local Fiscal Policy Support; Enterprise Innovation; Government Subsidy; Tax Incentives;
Factor Allocation Effect;Innovetion Quality
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