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DETERMINING THE DEPENDENCY ON SUBSIDY AMONG COMPANIES 

HÉTFA Center for Analysis was assigned to execute the research project „Determining the 

dependency on subsidy among companies” by MAG Zrt. (Hungarian Economy Development Center 

Inc). The questions the study focuses on were the following: What are the main characteristics of 

successful applicants and how do these economic attributes differ from the features of other, untreated 

companies, and does this difference change in time? Our research was based on statistical and 

sociological methods and we attempt to summarize its results in this paper. 

The statistical examination was built on a company level database. The regression analysis of the 

applicants showed that generally companies with higher revenues, better return of assets (ROA) and 

smaller liquidity won more tenders. Ratio of the captivated sum to the revenue decreases significantly 

with the increase of revenue. This shows that businesses in better conditions are more likely to gain 

subsidies; however, this expansion is not proportional to the better circumstances of the companies. 

Extending the analysis for non-applicants as well, we distinguished 5 types of companies: 

 
Number of 

application=0 
Number of application=1 

Number of application=2 or 

more 

Do not get subsidies 
Non-applicant 

Type 1 

One-time applicant 

Type 2 

unsuccessful regular applicant 

Type 3 

Get subsidies one time   
Occasional subsidy user 

Type 4 

Get subsidies 2 or 

more times 
  

Regular subsidy user 

Type 5 

 

The general trend is that the conditions are changing according to the type of the company. Companies 

in Type 5 groups are in the best position in their ROE, ROE, ROS and income values, companies that 

never apply are in the worst, most unprosperous condition. The only variable that is an exception is 

liquidity. In general, applicants are more indebted than non-applicants. A reason for this might be that 

applicant companies use credit to finance their project they apply with. The second reason can be that 

unsuccessful applicants also start their developments without the subsidy. We found positive and 

significant connection between the general growth path of the companies and the gained subsidies, but 

this relationship is weak in both Type 4 and Type 5 groups.  

In the analysis of the investment effect of subsidies we found that the variable that indicated this effect 

was highly significant, not just in the year of the intervention but also lagged by one period. This result 

might demonstrate that the investment projects achieved through subsidies are longer than one year. In 

average, companies that get the subsidies invest more with 10,354,000 HUF in the first and 5,912,000 

HUF in the second year than the control companies. 

The tangible asset expansion activity of those companies that got R&D subsidies does not have 

significant relation with the fact of intervention or its lagged values. This means that the research-

development activity is not precipitated in their tangible asset expansion. 

The sociologic descriptive analysis was based on the survey of a sample of successful applicants and 

interviews with a smaller group of successful applicants.  
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The respondents of the survey can be separated in three groups: supported companies that are in the 

database of MAG Zrt.(Group 1), supported companies that participated in the survey „Trust and 

Enterprises” (Group 2), and not supported companies of the same survey (Group 3). In Group 1 three 

important change were induced by the intervention. More than 70 percent could attain a development 

that would not be completed from other sources, the quality of their products and services improved. 

Three third of the respondents stated that the reputation and image of their businesses advanced. In 

Group 2 we found that around 70 percent of the respondents completed investments, and the 

increasing reputation of these companies is the main effect of the subsidies in their opinion.  

The interviews with the company leaders and other experts revealed the following results: In 

traditional production–supply sectors, the essential factor of a successful application is that the 

company should have a stable financial background, since the post-financing system or the default in 

paying can stagger the position of the companies. In innovative sectors, such as in the information and 

communication technology (ICT) sector, this factor is not so important due to the high aid intensity of 

ICT projects.  

It stood out from the interviews that most projects financed with tenders would have been completed 

without intervention as well. However, successful applicants had the chance to actualize their planned 

development earlier (than their competitors). It also allowed them to use less own resource, which 

could be invested in other developments. Therefore successful applicants could improve their market 

positions according to their opinions. These companies opened to international markets successfully. 

However, we did not manage to detect a direct relationship between winning new market segments 

and getting the support.  

The experiences of the interviews with active, successful applicants and project writers led to the 

following results: Successful candidates are those companies that operate in a stable way, have a 

strategic-minded management who have a solid, well-defined vision. In order to win a good 

application, it is crucial that the project should be realistic, fit perfectly to the vision and the 

development path of the company. The economic crisis has a smaller impact on their transactions. It 

rarely happens that they apply with a project that they would not accomplish without the tender.  

These results outline some important characteristics of these programs: a tender system aligned to a 

well-constructed, country level economic development strategy can be a tool to boost expansion of 

companies in the intended direction. The tender system in this present form raises a narrow „gazelle” 

group of companies, which can exploit the sources of supports and accomplish their development 

project. As a result, they gain excellent positions on international markets and create new jobs. The 

subsidies affect employment of the companies in two ways. The growing demand for the improved 

product increases companies’ request for labor force, directly creating new jobs. The indirect 

employment effect can be detected when companies outsource some parts of the projects and that 

might generate temporary work places. 


