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Government Guidance Fund Availability and Enterprise Digital

Transformation: A Patient Capital Perspective
HAN Jie (Renmin University of China, 100872 )
ZHANG Qiangian ( Southwestern University of Finance and Economics, 611130 )
LIU Tao (Zhejiang University, 310058 )

Summary : Accelerating the deep integration of the real economy and the digital economy is a central
strategy for China to cultivate new quality productive forces and achieve high-quality development in the
new era. Yet the long-standing structural imbalance in China’ s financial system—characterized by a
dominance of short-term investment and a scarcity of long-term capital—together with the persistent digital
divide facing many firms, has slowed digital transformation and become a key bottleneck to cultivating
new quality productive forces. Addressing this challenge requires improving the allocation of financial
resources and directing capital, especially patient, long-term capital, toward enterprises undergoing digital
transformation. While existing research examines drivers of firms’ digital upgrading from the perspectives
of tax incentives, competition policy, ownership reform, and digital infrastructure, far less attention has
been paid to the institutional investment environment shaped by the availability of government guidance
funds. As policy vehicles for patient capital, government guidance funds not only help rectify market
failures but also provide sustained support for digital transformation through resource allocation
mechanisms and tolerance for short-term failure. Against this backdrop, this study investigates how the
availability of government guidance funds affects enterprise digital transformation from the perspective of
regional investment resource supply, with a particular focus on the underlying mechanisms and
heterogeneity.

Drawing on investment event data for government guidance funds from the PEDATA database for the
2011-2021 period, we construct a prefecture-level indicator of fund availability and match it with an

enterprise-level digital transformation index for empirical analysis. The results show that greater
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government guidance fund availability significantly promotes digital transformation among local firms.
Mechanism analyses reveal that the long-term orientation and non-profit attributes of these funds enhance
transformation performance through two channels: resource allocation support and tolerance for short-term
failure. Further analyses indicate that fund availability from both local and non-local (out-of-province)
sources positively influences the digital transformation of local firms, suggesting that the benefits of patient
capital extend beyond administrative boundaries. Moreover, the effect of government guidance fund
availability is more pronounced during economic downturns, demonstrating a distinct “counter-cyclical”
adjustment function. These findings highlight the growing importance of patient capital in fostering new
quality productive forces in the digital economy era.

This paper makes three main contributions. First, from the perspective of institutional environment
and structural resource allocation, it constructs a prefecture-level indicator of government guidance fund
availability and systematically evaluates its impact on enterprise digital transformation. Unlike micro-level
studies focused on firm heterogeneity, this regional supply perspective emphasizes the institutional role of
government guidance funds in shaping the collective digital upgrading behavior of local enterprise clusters,
thus extending the existing literature. Second, by analyzing the core mechanisms of patient capital—
resource allocation support and tolerance for short-term failure—it deepens the understanding of how
government guidance funds influence firms’ long-term strategic behavior. Additionally, by examining
heterogeneity across economic cycles, it shows that these funds exert stronger positive effects during
downturns, revealing a counter-cyclical regulatory mechanism that enhances firms’ resilience amid
macroeconomic uncertainty. This enriches theoretical discussions on the dynamic effectiveness and
adaptability of fiscal tools in digital economy governance. Third, the study underscores the broader
institutional significance of cross-regional capital flows in supporting enterprise digital transformation. Our
results suggest that mobilizing patient capital across administrative boundaries can mitigate regional
disparities in digital resource supply and improve the allocation efficiency of public financial resources.

The findings yield three policy implications. First, it is essential to cultivate and expand patient capital
to support enterprise digital transformation. Digital upgrading typically involves high investment, high
uncertainty, and long payback periods, which traditional financial instruments struggle to accommodate.
As strategic policy capital, government guidance funds can balance risk and return while meeting firms’
demand for stable long-term financing. Second, the long-term investment attributes and failure tolerance of
government guidance funds should be strengthened to better address critical bottlenecks in digital
transformation. Local governments should refine accountability and tolerance mechanisms, and design
appropriate fund operation and risk-sharing schemes that encourage trial-and-error innovation while
reducing firms’ concerns over short-term failure. Third, cross-regional investment mechanisms should be
optimized to enhance resource integration and counter-cyclical stabilizing functions. Local governments
may establish cooperation frameworks to promote joint investments by government guidance funds across
regions, breaking administrative boundaries, improving fiscal capital mobility, and expanding the sources
of patient capital available to local firms.

Keywords: Government Guidance Fund Accessibility, Enterprise Digital Transformation, Patient Capital,
Long-Term Investment, Tolerance for Failure
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