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How Does Central Enterprise Customers Guide High-quality Development of Suppliers

—A Perspective of Innovation Structure Optimization

Yu Liangchun  Wang Xinxin
(School of Economics, Shandong University, Jinan 250100, P. R. China)

Abstract: The Chinese government has implemented extensive supply-side innovation policies,
offering fiscal subsidies and tax incentives that have boosted corporate patent output but also
distorted firms’ innovation incentives, leading companies to produce large volumes of low-quality
patents in pursuit of additional resources. Optimizing the structure of corporate innovation and

enhancing firms’ willingness and capacity for high-quality innovation has thus become a key
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challenge in advancing national technological capabilities. Central enterprises, as large-scale market
players with strategic national responsibilities, have not yet been sufficiently studied regarding their
potential to shape suppliers’ innovation structures through demand-driven mechanisms. Addressing
this question carries important implications for adjusting the allocation of state-owned capital,
refining innovation policies, and strengthening national innovation capacity. Using data from A-
share listed companies between 2010 and 2023, this study finds that firms with central enterprise
clients exhibit superior innovation structures. The paper rules out potential reverse causality,
omitted variable bias, and selection bias, and conducts robustness checks by adjusting the
measurement of innovation structure, expanding the scope of central enterprise clients, changing
regression models, and controlling for interaction fixed effects. The regression results remain stable
across all specifications. Three mechanisms help explain this phenomenon. First, stable market
expectations: central enterprise procurement of high-end products not only provides suppliers with
market application opportunities but also attracts additional customers through a signaling effect,
while long-term, stable partnerships afford suppliers sufficient time to focus on high-quality
innovation. Second, alleviation of financing constraints: central enterprise customers supply steady
cash flows, reduce operational risks, and help suppliers secure more bank loans and external
investment, thereby bolstering the resource base for high-quality innovation. Third, technical
support: central enterprises offer suppliers with component knowledge, testing resources, and
application opportunities, and also promote knowledge sharing among suppliers by establishing
innovation consortia—both of which lower the cost and difficulty of high-quality innovation.
Heterogeneity analysis shows that the innovation structure improvement effect brought by central
enterprise is more pronounced among private enterprises, firms with high innovation investment, and
in regions with weaker intellectual property judicial protection. Furthermore, while optimization of
suppliers’ innovation structures leads to a short-term decline in stock market valuations, it enhances
production efficiency and adaptability of long-term technological progress to the market. Drawing on
these findings, the paper offers policy recommendations on leveraging the innovation leadership role
of central enterprises, optimizing the industrial chain deployment of state-owned capital, and refining
innovation policies.

Keywords: State-owned capital; Central enterprise customers; Industrial chain layout; Innovation

structure; High-quality innovation
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