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 Subsidies is one of the most important issues on export performance. In the present 

study, through descriptive approach with qualitative method and case study, we are 

investigating  affective key factors on Subsidies. A subsidy is a form of financial or in 
kind support extended to an economic sector (or institution, business, or individual) 

generally with the aim of promoting economic and social policy. The subsidy is usually 

given to remove some type of burden and is often considered to be in the interest of the 
public. Politics play an important part in subsidization. In general, the left is more in 

favor of having subsidized industries, while the right feels that industry should stand on 

its own without public funds. In addition by presenting a new model in accordance with 
the present condition of the organization we are going to discover the closest Subsidies 

model and affective factors on them The proposed study uses factor analysis to extract 

the most influencing factors and the sample size has been chosen from Managers, 
professionals and employees in corporates high technology in Iran . The questionnaire 

was designed in Likert scale and distributed among 261 Managers, professionals and 

employees in corporates high technology. Cronbach alpha is calculated as %86, which 
is well above the minimum desirable limit of 0.70. The study investigates 18 factors 

and extracts five important ones, which profitability and growth،  incentive، quality،  
development, performance-Financial. In this paper for analyze the data use from Spss 
and Amos and MCDM softwares. 
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INTRODUCTION 

 

 Fattouh & Katiri [6] believe that a subsidy is a form of financial or in kind support extended to an economic 

sector (or institution, business, or individual) generally with the aim of promoting economic and social policy. 

Although commonly extended from Government, the term subsidy can relate to any type of support. Subsidies 

come in various forms including: direct (cash grants, interest-free loans) and indirect (tax breaks, insurance, 

low-interest loans, depreciation write-offs, rent rebates).Furthermore, they can be broad or narrow, legal or 

illegal, ethical or unethical. The most common forms of subsidies are those to the producer or the consumer. 

Producer/Production subsidies ensure producers are better off by either supplying market price support, direct 

support, or payments to factors of production. Consumer/Consumption subsidies commonly reduce the price of 

goods and services to the consumer. A benefit given by the government to groups or individuals usually in the 

form of a cash payment or tax reduction. The subsidy is usually given to remove some type of burden and is 

often considered to be in the interest of the public. Politics play an important part in subsidization. In general, 

the left is more in favor of having subsidized industries, while the right feels that industry should stand on its 

own without public funds.  

 

2. Research literature:  

2.1. Theoretical foundations of subsidies: 

 Afonso & silva [1] believe that these various subsidies can be divided into broad and narrow. Narrow 

subsidies are those monetary transfers that are easily identifiable and have a clear intent. They are commonly 

characterised by a monetary transfer between governments and institutions or businesses and individuals. A 

classic example is a Government payment to a farmer. Conversely broad subsidies include both monetary and 

http://en.wikipedia.org/wiki/Institution
http://en.wikipedia.org/wiki/Institution
http://en.wikipedia.org/wiki/Tax_break
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non-monetary subsidies and is often difficult to identify. A broad subsidy is less attributable and less 

transparent. Environmental externalities are the most common type of broad subsid.  

 Yuandi & et al [4] shows subsidies, by lowering the price of a good, make national goods more competitive 

against foreign goods, thereby reducing foreign competition. As a result, many developing countries cannot 

engage in foreign trade and receive lower prices for their products in the global market. This is considered 

protectionism: a government policy to erect trade barriers in order to protect domestic industries. The problem 

with protectionism arises when industries are selected for nationalistic reasons (Infant-Industry), rather than to 

gain a comparative advantage. The market distortion, and reduction in social welfare, is the logic behind the 

World Bank policy for the removal of subsidies in developing countries.  

 Subsidies create spillover effects in other economic sectors and industries. A subsidized product sold in the 

world market lowers the price of the good in other countries. Since subsidies result in lower revenues for 

producers of foreign countries, they are a source of tension between the United States, Europe and poorer 

developing countries. While subsidies may provide immediate benefits to an industry, in the long-run they may 

prove to have unethical, negative effects.  

 Shin & Hyunho. [7] to discuss  a production subsidy encourages suppliers to increase the output of a 

particular product by partially offsetting the production costs or losses. The objective of production subsidies is 

to expand production of a particular product more so that the market would promote but without rising the final 

price to consumers. This type of subsidy is predominantly found in developed markets. Other examples of 

production subsidies include the assistance in the creation of a new firm (Enterprise Investment Scheme), 

industry (industrial policy) and even the development of certain areas (regional policy). Production subsidies are 

critically discussed in the literature as they can cause many problems including the additional cost of storing the 

extra produced products, depressing world market prices, and incentivising producers to over-produce, such as, 

for example, a farmer overproducing in terms of his land's carrying capacity. An employment subsidy serves as 

an incentive to businesses to provide more job opportunities to reduce the level of unemployment in the country 

(income subsidies) or to encourage research and development. With an employment subsidy, the government 

provides assistance with wages. Another form of employment subsidy is the social security benefits. 

Employment subsidies allow a person receiving the benefit to enjoy some minimum standard of living. 

Xiongyuan & Wang. [8] believe a consumption subsidy is one that subsidies the behavior of consumers. These 

type of subsidies are most common in developing countries where governments subsidies such things as food, 

water, electricity and education on the basis that no matter how impoverished, all should be allowed those most 

basic requirements. For example, some governments offer 'lifetime' rates for electricity, that is, the first 

increment of electricity each month is subsidised. Cerqua & Pellegrini [9] to discuss an export subsidy is a 

support from the government for products that are exported, as a means of assisting the country‟s balance of 

payments. Usha Haley and George Haley identified the subsidies to manufacturing industry provided by the 

Chinese Government and how they have altered trade patterns. Traditionally, economists have argued that 

subsidies benefit consumers but hurt the subsidizing countries. Haley and Haley provided data to show that over 

the decade after China joined the World Trade Organization industrial subsidies have helped give China an 

advantage in industries in which they previously enjoyed no comparative advantage such as the steel, glass, 

paper, auto parts, and solar industries. It is widely accepted that in absence of government policy intervention in 

R&D markets, the social rate of return to R&D expenditure exceeds the private rate, leading to a socially 

suboptimal rate of investment in R&D The issue whether public R&D spending or government subsidy is 

complementary and simply additional to private spending or it substitutes for and tends to crowd out private 

R&D has been discussed in many studies. However, theoretical development remains conflicting, and empirical 

evidences on the effectiveness of public R&D policies are still limited and mixed. Tzeng & et al [11] believe the 

central rationale for government subsidies for new technology development is to correct the market failure, 

which may arise from the incomplete private appropriability of returns on private investment in scientific and 

technological knowledge. Firms tend to under-provide R&D investment due to high failure risk and uncertain 

nature of R&D and its beneficiaries as well. R&D subsidies to the SMEs could help overcome barriers to 

technology-enhancing but risky R&D projects either by lowering failure risk associated with the underlying 

R&D projects or by reducing capital costs to undertake the R&D projects. The R&D projects typically require 

large fixed costs, and these costs are generally sunk costs in many cases. That's why firms with large sales can 

invest sufficient amount of money into the R&D projects, but SMEs have difficulties in launching and operating 

R&D activities. In addition, small and medium sized firms cannot depend on external finance due to the 

imperfection of capital markets Thus, the government has introduced R&D policy in order to support the 

corporate R&D activity as well as to share the financial risk related to the R&D projects of SMEs. Levinsohn & 

et al [10] shows that the impact of export subsidies can be illustrated by considering a very simple model in 

which identical firms produce homogeneous export output with constant unit costs. Production requiresk units 

of capital input per unit of output; capital is assumed not to depreciate, and to be financed entirely with equity, 

the per-unitopport unity cost of which is denote d ρ . Product ion also requires μ units of labor and materials per 

unit of output, the cost of which is w per unit of input. Firms sell exports at pricep and firmi's export level is 

http://en.wikipedia.org/wiki/Enterprise_Investment_Scheme
http://en.wikipedia.org/wiki/Industrial_policy
http://en.wikipedia.org/wiki/Regional_policy
http://www.sciencedirect.com/science/article/pii/S1755309112000421
http://www.sciencedirect.com/science/article/pii/S1755309112000421
http://en.wikipedia.org/wiki/Developing_countries
http://www.sciencedirect.com/science/article/pii/S0047272713002156
http://en.wikipedia.org/wiki/Usha_Haley
http://en.wikipedia.org/wiki/George_Haley
http://en.wikipedia.org/wiki/World_Trade_Organization
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denoted xi. The export subsidy rateiss; since in come is defined for U.S. tax purposes without a deduct ion for 

the opportunity cost of equity capital, the export. The procedures of allocation of public subsidies mattering his 

context. The allocation of public subsidies to R&D activities takes place either with automatic procedures, 

typicallyassoci-ated with tax expenditures, or with discretionary beauty contest procedures based upon the 

assessment of the quality of there search programs. 

  Singh Deeksha [5] The main theoretical as well as practical difference between subsidizing R&D by tax 

credits rather than by a direct grant is that the former is neutral with respect to industry or sector and, most 

important, the characteristics of the firm. The most important advantage of tax credit programs relative to direct 

grants is that they minimize the discretionary decisions involved in project selection for direct government 

grants. However, much literature has criticized automatic procedures, mainly based upon tax incentives, and 

praised the positive effects of discretionary procedures based upon the actual screening of the research projects. 

The former risk, in fact, to provide support to an array of activities that often do not actually consist in research 

activities performed by firms that are not actually able to carry out properly research programs and to make an 

effective use of the subsidies. The risks of opportunistic behavior more over seem to be very high. Firms label 

some expenses as finalized to research activities while they actually fund other kinds of business activities 

vaguely related to research: the effective control of public authorities is almost impossible. In parallel, the 

lobbying activities of firms exert relevant pressure on government authorities in order to obtain changes in the 

definitions of what counted as R & D as to broadening allow able costs. 

  Stoian & et al [3] to discuss  Moreover, according to David et al. private firms are likely to use any tax 

credits to first fund projects with the highest private rate of return. For this reason, they argue that tax credit 

users are likely to concentrate their research efforts on projects with short term prospects. These are not 

necessarily the projects that would most deserve public support, which should concentrate on projects with the 

largest gap between social and private returns. The availability of tax credits is therefore unlikely to increase the 

probability that the users will undertake projects with high social and low private rate of return. Hence, even 

though tax credits represent an agile way of providing public support to R&D and to reduce problems related to 

„government failure ‟, they do not appear to be the most efficient tool to correct the„ market failure‟. 

 Mah, jai [2] shows as well as the conventional and formal subsidies as outlined above there are myriad 

implicit subsidies principally in the form of environmental externalities. These subsidies include anything that is 

emitted but not accounted for and thus is an externality. These include things such as car drivers who pollute 

everyone‟s atmosphere without compensating everyone, farmers who use pesticides which can pollute 

everyone‟s ecosystems again without compensating everyone or Britain‟s electricity production which results in 

additional acid rain in Scandinavia. In these examples the polluter is effectively gaining a net benefit but not 

compensating those affected. Although they are not subsidies in the form of direct economic support from the 

Government, they are no less economically, socially and environmentally harmful. 

 

3. Research methodology:  

3.1 Data collection and sample:  

 This study attempts to find the impact of Subsidies on export performance. The proposed study uses factor 

analysis to extract most influence factors and sample size has been choosen from Managers, professionals and 

employees in corporates high technology. The questionnaire was designed in Likert scale and distribute among 

261 peoples. To analyze the data, descriptive statistics were used to sort the data in the second part of the data 

analysis is performed based on statistical inference In this paper for analyze the data use from spss and Amos 

and MCDM softwares. Factor analysis and structural equation analysis of the presumptive test was used.  

 

3.2. Assessing reliability:  

 The reliability of the measurements in the survey was tested using Cronbach‟s a. Hair et al. (1998) stated 

that a value of 0.70 and higher is often “considered the criterion for internally consistent established factors”  . 

Cronbach alpha is calculated as 0/86 ,which is well above the minimum desirable limit of 0/70. The Cronbach‟s 

a coefficients in parentheses indicating the internal consistency reliability of the measures (a = 863/0 ). 

 There are 18 variables and using factor  analysis, We exract five factors where Kaiser-Meyer-Olkin 

Measure of Sampling Adequacy was 0.83 (Approx. Chi-Square= 886/1484 df=153  Sig.=  0 / 0 00),which also 

confirms the results of our survey.  

 

4. Analysis and results: the results:  

 The proposed study designs a questionnaire and distributes it among 261 employees and managers. 

Chronbach alpha is calculated as 0/86 ,which is well above the minimum desirable limit of 0/70 .  Chronbach 

alpha has been calculated as 86/0 and table 1 demonstrates 
 

 

 

 

http://www.sciencedirect.com/science/article/pii/S0969593109000341
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Table 1: Reliability Statistics. 

CRONBACH'S ALPHA CRONBACH'S ALPHA BASED ON 

STANDARDIZED ITEMS 

N OF ITEMS 

863/0  863/0  18 

 

 We exract factors where Kaiser-Meyer-Olkin Measure of Sampling Adequacy was 0/83(Approx. Chi-

Square= 886/1484 df=153  Sig.= 0 / 0 00),which also confirms the results of our survey. Table2 demonstrates the 

results.  

 
Table 2: KMO and Bartlett's Test.  

KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 839/0  

Bartlett's Test of Sphericity Approx. Chi-Square 886/1484  

Df 153 

Sig. .000 

 

 In this section, research data using scientific methods are investigated and they are analyzed in two parts. 

First, descriptive statistics are used to sort the data and then part of the data analysis is performed based on 

statistical inference. Factor analysis and structural equation analysis of the presumptive test was used and the 

primary question is to find out about important factors influencing Subsidies on export performance. To answer 

the first question the exploratory factor analysis has been used. Table 3 and 4 present the results of analyzing the 

data.  
 

Table 3: Descriptive Statistics. 
Descriptive Statistics 

N Range Minimu

m 

Maximu

m 

Skewnes

s 

Kurtosis N 

Statistic Std. 

Error 

Statistic Std. 

Error 

Q1 261 4 1 5 -.551 .151 .352 .300 

Q2 261 3 2 5 -.374 .151 -.441 .300 

Q3 261 3 2 5 -.290 .151 -.417 .300 

Q4 261 3 2 5 -.512 .151 .033 .300 

Q5 261 3 2 5 -.415 .151 -.411 .300 

Q6 261 4 1 5 -.798 .151 1.048 .300 

Q7 261 3 2 5 -.197 .151 -.518 .300 

Q8 261 4 1 5 -.745 .151 .848 .300 

Q9 261 4 1 5 -.655 .151 .235 .300 

Q10 261 4 1 5 -.488 .151 -.012 .300 

Q11 261 4 1 5 -.359 .151 .001 .300 

Q12 261 3 2 5 -.120 .151 -.801 .300 

Q13 261 3 2 5 -.284 .151 -.663 .300 

Q14 261 4 1 5 -.669 .151 .539 .300 

Q15 261 4 1 5 -.710 .151 .672 .300 

Q16 261 4 1 5 -.404 .151 .048 .300 

Q17 261 3 2 5 -.373 .151 -.085 .300 

Q18 261 3 2 5 -.319 .151 -.738 .300 

Valid N (listwise) 261        

 

Table 4: Total Variance Explained. 

 Total  %Variance Cumulative % 

1 2.565 14.252 14.252 

2 2.365 13.137 27.389 

3 2.081 11.564 38.953 

4 2.073 11.517 50.469 

5 1.936 10.756 61.225 

 

 Fig. 1 demonstrates Eigenvalues for each factor and a special agent with the highest value indicates that 

after four factors, the curve becomes smooth and we choose five factors for the proposed study.   

 

4.1. Interpretation of the results of the factor analysis:  

 The following table has been prepared based on the standard model. (see Table 5).  

 Regarding the results, we can offer 5 hypotheses that identified by exploratory factor analysis and by the 

Confirmatory factor analysis they reject and accept of and ranking of each of the components of export 

performance. (see tables 6). 
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Fig. 1: Scree plot. 
 

Table 5: Interpretation of the results of the factor analysis. 
Factor Variable Factor Factor weight 
R & D subsidies Development .783 

Export subsidies. .798 

Energy subsidies .634 

Government subsidies for the 
development of new technology 

.469 

Product quality Quality .698 

Products and processes of high 

technology firms 

.766 

Innovation activities .507 

Economic performance Profitability and growth .525 

Amount of investment .421 

Profitability .579 

Access to external resources .732 

Sustainable economic growth .638 

Performance Performance - Financial .626 

Projects with high efficiency .770 

Export costs .681 

Policies to encourage exports Incentive .615 

Protection and promotion of domestic 

industries against foreign competition 

.730 

Export promotion policy .785 

 
Table 6: The summary of factor assocaited with  the hypothesis. 

Result Important 

coefficient 

t df Sig. (2-tailed) The hypothesis 

Confirmed 0.40 33.215 260 .000 Profitability and growth 

Confirmed 0.24 29.627 260 .000 Incentive 

Confirmed 014 25.459 260 .000 Quality 

Confirmed 0.11 27.747 260 .000 development 

Confirmed 010 26.557 260 .000 Performance-Financial 

 

Conclusions:  

 Subsidies subsidy is a form of financial or in kind support extended to an economic sector (or institution, 

business, or individual) generally with the aim of promoting economic and social policy. Although commonly 

extended from Government, the term subsidy can relate to any type of support. Subsidies come in various forms 

including: direct (cash grants, interest-free loans) and indirect (tax breaks, insurance, low-interest loans, 

depreciation write-offs, rent rebates) .This paper has presented an investigation to detect important factors 

influencing Subsidies. The proposed study of this paper has extracted five important factors including 

profitability and growth ، incentive، quality ، development, performance-Financial. profitability and growth is 

number one priority , incentive is the second important on Subsidies. The next factor Power of quality is number 

three  priority. 
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