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Innovative Choice of Multi-dimensional Performance Decline of Enterprises
from the Perspective of Industrial Policy
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Abstract: In the high-quality development stage of innovation driven development, it has become a major
practical problem to systematically improve the innovation willingness and innovation ability of enterprises
in the "fourteenth five year plan" period. In the transition period of macro-economy, the decline of enterprise
performance at the micro level has become a stage of new normal. The academic circles focus on the systematic
change of the performance growth mode from traditional factor driven to innovation driven and Innovation
led sustainable growth mode. However, the traditional research lacks of distinguishing and examining the
various decline States of performance decline. Based on 2005-2019 China's Shanghai and Shenzhen A-share
listed companies as empirical research samples, this paper systematically studies the specific impact of multi-
dimensional performance decline on enterprise innovation investment, verifies the positive strategic change
concept under the logic of "poverty gives rise to the desire for change" behind the multi-dimensional state
of performance decline, and further considers the relationship between functional government subsidies and
selective government subsidies under strong policy and resource supply , and explore the moderating effect of
functional and selective government subsidies in industrial policy between performance decline and enterprise
innovation. The results show that: (1) both the decline of historical performance from the historical perspective
and the decline of industry performance gap from the perspective of industry benchmarking have a significant
promoting effect on enterprise innovation investment, and the decline of historical performance and industry
performance gap at the same time has a more obvious driving effect on Enterprise Innovation investment, and
enterprises tend to choose the utilization mode under the multi-dimensional performance decline Innovation
rather than exploratory innovation; (2) government subsidies have a positive moderating effect between
multi-dimensional performance decline and enterprise innovation investment, which shows that government
subsidies from the perspective of industrial policy help to provide resource effect for enterprises with declining
performance to carry out innovation strategy; from the perspective of industrial policy, the types of subsidies
are subdivided, whether it is selective government subsidies or functional government subsidies on the whole,
it still has a significant positive moderating effect on multidimensional performance decline; (3) the results of
heterogeneity analysis show that multidimensional performance decline and enterprise innovation investment
are more obvious in non-state-owned enterprises and highly competitive industries. This study provides a
new thinking framework for re-examining the multiple states of performance decline, and provides new
policy implications for the transition countries to strengthen the combination of selective industrial policy and
functional industrial policy to drive enterprise innovation.

Keywords: multidimensional performance decline; enterprise innovation; government subsidies; selective

subsidies; functional subsidies; strategic change
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