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Abstract 
This study investigates the impact of grants on user 

activity and project innovation within the Arbitrum 

mainnet network, an under-explored area in blockchain 

research. Using the Difference-in-Differences (DID) 

methodology, the study compares projects that received 

grants to those that did not. Results show that grants 

significantly boost user engagement, with grant-

supported projects seeing approximately 40,280 

additional transactions per week. However, grants also 

correlate with a decline in innovation, as evidenced by 

10.22 fewer weekly updates on grant-supported projects. 

These findings suggest that while grants increase user 

activity by focusing attention on familiar and secure 

projects, they may inadvertently hinder innovation and 

reinforce oligopolistic tendencies. The study highlights 

the need for balanced grant policies in IT platforms to 

ensure both user engagement and ongoing innovation.  

 

Keywords: IT Platform, Grant, User Engagement, 

Innovation, Blockchain  

1. Introduction  

The concept of smart contracts was first introduced 

on the Ethereum blockchain. These are codes that define 

the terms of a contract and execute them automatically. 

The technology has transformed many sectors, 

including financial services, real estate and legal 

services, by enabling transparent and trusted 

transactions without the need for intermediaries. The 

advent of smart contracts has also facilitated the 

emergence of new financial architectures, such as 

decentralised finance (DeFi), and paved the way for the 

emergence of new forms of digital assets, such as tokens 

or non-fungible tokens (NFTs), on top of the blockchain 

network. Nevertheless, the expansion and evolution of 

Ethereum has revealed a number of significant technical 

challenges. As the network scaled and accumulated 

more data, its processing power became increasingly 

constrained. Ethereum initially had low transaction 

processing speeds (TPS) and exorbitant transaction fees; 

for example, during periods of peak activity, users were 

sometimes charged more than $100 to execute a single 

transaction. These inefficiencies led to the development 

of alternative networks designed to outperform 

Ethereum in terms of speed and cost. Networks such as 

Solana, which uses the Rust programming language, 

aim to achieve high TPS. In contrast, the Arbitrum 

network uses off-chain computation via a roll-up 

solution to build a system that is more than 20 times 

faster and cheaper than Ethereum. These innovations 

have gained significant popularity among users who 

prefer decentralised financial markets.  

There are more than 300 independent blockchain 

networks worldwide, each with its own characteristics 

and objectives. The emergence of a new blockchain 

network is often compared to the launch of a new 

application platform. For instance, the process of 

downloading and purchasing applications from well-

established platforms like Google’s Play Store or 

Apple’s App Store is relatively seamless. However, 

creating a new application platform is a far more 

complex endeavour. Successfully launching a new 

platform requires the participation of numerous projects 

and the implementation of strategies to attract new 

users. Ethereum has already established itself as the 

pioneering and dominant platform in the blockchain 

ecosystem. Nevertheless, to challenge Ethereum's 

supremacy, various mainnet networks are introducing 

compelling incentives to attract new users. Among these 

incentives, the most enticing for projects is often the 

monetary grant policy offered by the mainnet network. 

These grants can significantly lower the barriers to entry 

for new developers and projects, encouraging the 

growth and diversification of the blockchain landscape. 

It is not uncommon for mainnet networks to offer grants 

to attract new projects and users to their respective 

ecosystems. These grants are typically awarded in the 
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network's native token. The grant funds may be utilised 

for various purposes, including the acquisition of users, 

the auditing of contract codes, the payment of labour 

costs, and the fulfilment of other operational 

requirements. The criteria for these grants may be 

established by the foundation that created the network, 

or they may be determined through a decentralised 

process. In such instances, mainnet token holders may 

participate in a Decentralized Autonomous 

Organization (DAO) vote to determine which projects 

receive funding and the amount and denomination of the 

grants to be awarded. This approach to decision-making, 

which is decentralised in nature, ensures that the 

community has a say in how resources are allocated. 

Furthermore, it fosters a more democratic and inclusive 

ecosystem.  

From 2018 to December 2023, several mainnet 

networks, including Sui, Arbitrum, Sei, Mantle,  

Avalanche, and Tron have made significant grants. As 

illustrated in Table 1, Other mainnet network 

foundations have made or are making large grants to 

challenge Ethereum's ascendancy relative to its 

significant market cap and total value lock (TVL). In 

particular, specific mainnet networks allocate a 

significant portion of their token supply to mainnet 

grants. Despite having significant grant policies, the 

foundations and DAOs of these networks are unable to 

make informed decisions about their grants, and there is 

a lack of research on the topic. Furthermore, the 

networks' grants are unique in that they are paid in 

mainnet tokens. Paying grants in mainnet tokens dilutes 

the value of tokens currently in circulation because it 

increases the number of tokens in circulation when they 

are released to the market.  

 

Despite the unique nature of this form of grant, 

there is a lack of research in this area. The effects of 

these grants are discussed in the traditional economics 

literature, with particular emphasis on studies of firm 

performance and innovation when governments provide 

R&D subsidies to firms. The practice of governments 

funding firms' R&D is a common phenomenon in many 

countries. At the national level, studies in Japan and 

Israel have shown that firms that receive government 

subsidies experience significant improvements in 

productivity and profitability (Branstetter & Sakakibara, 

2002; Griliches & Regev, 1998). Moreover, firms that 

receive subsidies are observed to invest more in R&D 

activities (Lach, 2002) and grow less rapidly. However, 

the opposite result also exists. The evidence suggests 

that the effect is limited to research-intensive or small 

firms, with minimal impact on other firms (Clausen, 

2009). Furthermore, a growing body of research 

indicates that government subsidies may discourage 

private firms from investing in their R&D budgets, 

thereby reducing social welfare and growth in society as 

a whole (David et al., 2000). Similarly, empirical studies 

of government support for corporate R&D are 

inconclusive. Additionally, research has been conducted 

on the effects of financial support at universities and 

academic institutions. One empirical study found that a 

recipient of an NIH grant ($1.7 million) can expect to 

publish once in five years (Jacob & Lefgren, 2011).  

As with previous research on subsidies for 

corporate R&D activities, the effects of the direct 

distribution of tokens by mainnet network foundations 

remain largely inconclusive in the literature. The 

distinctive feature of these grants is their distribution via 

blockchain, which is intended to stimulate ecosystem 

growth despite the potential dilution of token value. This 

paper aims to investigate the impact of these grants on 

project development and the broader blockchain 

ecosystem in a systematic manner. The increase in the 

circulating supply of the token through grants may result 

in a price depreciation of token. Nevertheless, mainnet 

foundations persist in offering these incentives to attract 

new projects and users. Considering the paucity of 

empirical research that elucidates the impact of token 

grants on ecosystems and projects, this study addresses 

the following key questions: This study aims to 

investigate the influence of token grants on mainnet 

networks on projects and users on these platforms. This 

research will provide insight into the practical effects of 

token grants within blockchain ecosystems.  

2. Method 

2.1. Empirical context: grant from arbitrum 

mainnet network foundation 

2.1.1. Arbitrum mainnet network. Arbitrum Mainnet 

represents one of Ethereum's most effective layer 2 

scaling solutions. It employs Optimistic Rollup 

technology to enhance the scalability of the Ethereum 

network. The Optimistic Rollup process involves most 

transaction processing occurring on a secondary chain, 

Table 1.  Grant status by blockchain mainnet 
network 

Mainnet 

Network 

Market Cap. 

(USD) 

TVL 

(USD) 

Amount of 

Grant(USD) 

Ethereum 367B 53.2B 11M 

Arbitrum 2.74B 2.52B 600M 

Optimism 2.68B 860M 3B 

Polygon 6.23B 887M 240M 

Avalanch

e 

12.3B 897M 290M 

Mantle 3.06B 287M 200M 

Sui 2.65B 598M 50M 

Klaytn 625M 52M 100M 
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significantly reducing the Ethereum mainnet's load. 

Only the final transaction results are recorded on 

Ethereum, which results in a system that is faster, more 

cost-effective, and highly scalable compared to 

Ethereum itself. It is important to note that Arbitrum is 

fully compatible with Ethereum, thus allowing existing 

Ethereum projects to transition to the Arbitrum network 

with minimal modifications. This compatibility enables 

developers to adopt layer 2 solutions efficiently, thus 

obviating the necessity for extensive code changes. 

Arbitrum has emerged as a vibrant ecosystem, 

particularly for Ethereum-based decentralised finance 

(DeFi) projects, which can easily implement a multi-

chain strategy or migrate to Arbitrum. Ethereum's 

central role in DeFi has been undermined by persistent 

network congestion issues and high transaction fees, 

which Arbitrum's technology effectively addresses. 

Since its official launch on 31 August 2021, Arbitrum 

has experienced exponential growth, with 20 million 

users by April 2024 and transactions valued at $3.4 

billion within the same timeframe. Furthermore, it has 

facilitated the launch of over 500 projects. These 

impressive achievements are attributed to the effective 

management of network development and key decision-

making by the Arbitrum Mainnet Foundation and DAO. 

 

2.1.2. Arbitrum mainnet foundation. Some attribute 

Arbitrum's impressive growth and performance to the 

active grant support from the Arbitrum Foundation. The 

foundation provides grants to various projects through 

its own token, ARB. The grants are primarily directed 

towards DeFi, gaming, meme projects, and other related 

fields. The process of awarding grants is initiated 

through an online meeting of Arbitrum token holders, 

with the final decision made by a vote proportional to 

the number of tokens. In order to ensure accountability, 

projects that receive grants are required to undergo KYC 

verification and multiple signatures. This process limits 

grant funds' use to the intended purpose. The Arbitrum 

Mainnet Network Foundation's most significant grant is 

the Short Term Incentive Programme (STIP), which 

represents a proposed Arbitrum Improvement 

Programme (AIP) on the Arbitrum DAO. The objective 

of the STIP was to enhance the DeFi ecosystem by 

providing a total of 71.4M ARB (USD 1.4M) in grants 

to DeFi projects. Ultimately, 56 projects were selected 

from the 526 projects launched on Arbitrum by a vote 

of Arbitrum token holders to receive grants from 2 

November 2023 to 2 January 2024. It should be noted 

that the grants could not be used for the projects' 

incentive programmes. Furthermore, all data on key 

metrics were made publicly available after the projects 

received their grants. 

2.2. Research design 

Figure 1 presents the design of our study. The 

introduction of grants is employed as a quasi-

experimental approach, enabling a comparison of the 

number of transactions and GitHub update activity 

between funded and unfunded projects on the mainnet 

network. The identification strategy employs the receipt 

of the grant as an exogenous shock to the user and 

developer activity, thereby enabling the assessment of 

the impact of the grant on projects. The quantification 

of user activity is possible through a variety of 

methodologies. However, the most direct approach is to 

assess the extent of user engagement with the project. 

The public and searchable nature of blockchain data 

allows for the precise importation of user activity as 

transaction data. This is why user activity was chosen as 

the basis for transactions. Furthermore, the innovation 

of a project can be quantified in several different ways. 

However, the most direct indicator is the frequency with 

which a project updates its code. The majority of 

blockchain projects make their code publicly available 

on GitHub, thereby enabling the number of commits 

made by each project and the time at which they were 

made to be readily ascertained. In this study, we have 

chosen to use the number of GitHub commits made by 

a project as a measure of its activity. 

The regression analysis is conducted following the 

Difference-in-Differences (DID) framework. The 12 

Figure 1. Research design 
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weeks from August 9, 2023, to November 1, 2023, is the 

pre-treatment phase. This phase estimates the initial 

differences between groups before the treatment. 

Following this, the 12 weeks from January 3, 2024, to 

March 26, 2024, which begins after the end of the grant 

distribution, is designated as the post-treatment phase. 

This setup allows for a comparison of changes over time 

between the pre-treatment and post-treatment phases, 

thereby facilitating an assessment of the impact of the 

grant distribution. 

2.3. Sample 

The study collected comprehensive data generated 

by projects on the Arbitrum mainnet. Due to the 

research design, the analysis was conducted at the 

project level, focusing on projects launched on the 

Arbitrum mainnet as of August 8, 2023. Each project on 

the blockchain operates under a project-specific smart 

contract, which enables the collection of various 

metrics. These metrics include the total value 

locked(TVL) in the project, the volume of transactions 

indicating project traffic, weekly active users, total 

active users, revenue generated by the project, weekly 

updates on GitHub, and the market capitalisation of the 

project's token. Projects were categorised based on their 

primary type, and if a project provided overlapping 

services, the category with the highest number of 

transactions was selected. Additionally, since all 

projects engage in official public relations activities on 

Twitter, the number of Twitter followers as of August 8, 

2023, was also recorded. Table 2 presents the descriptive 

statistics of the projects included in this study, providing 

a detailed overview of the key characteristics and 

metrics of the projects analysed.  

2.4. Treatment and control group construction 

In order to differentiate between projects that are 

influenced by the grant (treatment group) and those that 

are not (control group), we rely on the results of a vote 

conducted by the Arbitrum DAO. The Arbitrum 

community engages in discourse regarding individual 

projects, after which a vote is held by the DAO to 

determine whether or not to provide financial support 

for the project in question. Voting is anonymous, and 

the outcome of the vote is not revealed until after the 

poll has closed. Subsequently, the Arbitrum Foundation 

makes the requisite support decisions in accordance 

with the outcome of the community vote mentioned 

above. Consequently, the treatment group comprises 

projects that have been discussed by the community, 

voted on by the community, and supported by the 

Foundation. The control group comprises all other 

projects launched on the Arbitrum mainnet that were 

voted down and did not receive support. 

2.5. Propensity score matching 

As the data originates from a non-experimental 

context, the possibility of self-selection bias affecting 

the estimates cannot be discounted. To address this 

issue, a propensity score matching (PSM) technique can 

be employed to construct a control group that reflects 

the projects in each treatment group. Following 

matching the projects, a difference-in-differences (DID) 

estimation was performed. The PSM method leverages 

unique information about the projects for pairing. This 

includes the value of cryptocurrency locked in the 

project (TVL), weekly users, total users, Twitter 

followers, weekly revenue, weekly updates, market 

capitalisation, weekly transactions, and category. The 

Table 2 Descriptive statistics 
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final sample consisted of 56 pairs of projects in the 

treatment and control groups, each observed for 24 

weeks. This results in a comprehensive total of 2,688 

project-week observations. The validation results of the 

PSM procedure are presented in Table 3. 

 

Table 3. Significance of difference  
before and after matching 

VARIABLES 

p-value 

(before 

matching) 

p-value 

(after 

matching) 

TVL 0.001 0.895 

WAU 0.324 1 

Total User 0.644 0.942 

Twitter Followers 0.001 0.642 

Weekly Revenue 0.001 0.753 

Weekly Github Updates 0.254 0.975 

Market Cap 0.001 0.687 

Weekly Transactions 0.001 0.552 

Category 0.001 1 

 

2.6. Variables 

In this paper, we employ two dependent variables. 

The first dependent variable is TRANSACTIONS, a 

continuous variable that measures the traffic generated 

by the smart contract deployed by the project. A high 

number of transactions indicates substantial user 

interaction with the project's contracts, reflecting active 

use of the project. The second dependent variable is 

UPDATES, which captures the innovation from the 

project. UPDATES is a continuous variable representing 

the number of commits on GitHub, indicating the extent 

of code modifications and redistributions aimed at 

improving and evolving the project. This metric is 

crucial because it differentiates projects genuinely 

engaged in innovation from those merely replicating 

existing code without making significant advancements.  

The Difference-in-Differences (DID) methodology 

is utilised to analyse the impact of the grants. This 

method involves two key indicators: one for treatment 

assignment and one for the post-treatment period. The 

treatment indicator denoted as TREATMENT, is 

assigned a value of 1 if the project is affected by the 

grant from the foundation. The time indicator, labelled 

AFTER, is assigned a value of 1 for periods following 

the grant distribution. The DID effect is then represented 

by the interaction term of AFTER and TREATMENT, 

allowing us to assess the differential impact of the grants 

on the treated projects relative to the control group.  

2.7. Empirical model 

To estimate our main variables of interest, 

TRANSACTIONS and UPDATES, we use the following 

specification: 

 

𝑇𝑅𝐴𝑁𝑆𝐴𝐶𝑇𝐼𝑂𝑁𝑆𝑖,𝑡
= 𝛽0
+ 𝛽1𝐴𝐹𝑇𝐸𝑅𝑡 × 𝑇𝑅𝐸𝐴𝑇𝑀𝐸𝑁𝑇𝑖
+ 𝑉𝑖 + T𝑡 + ϵ𝑖,𝑡 

 
𝑈𝑃𝐷𝐴𝑇𝐸𝑆𝑖,𝑡 = 𝛽0 + 𝛽1𝐴𝐹𝑇𝐸𝑅𝑡 × 𝑇𝑅𝐸𝐴𝑇𝑀𝐸𝑁𝑇𝑖

+ V𝑖 + T𝑡 + ϵ𝑖,𝑡 
 

𝛽0 is a constant term, 𝛽1 is the coefficient of 

interest, V𝑖 represents project fixed effects,  T𝑡 
represents time-fixed effects, and ϵ𝑖,𝑡 is the error 

term. TRANSACTIONS𝑖,𝑡and UPDATES𝑖,𝑡 represent 

the measurements in week t for project i. The indicator 

variable, 𝑇𝑅𝐸𝐴𝑇𝑀𝐸𝑁𝑇𝑖 , designates whether project i 

is in the treatment group. Similarly, 𝐴𝐹𝑇𝐸𝑅𝑡 equals 1 

if the week is after the distribution of the grant. The 

variables V𝑖 and T𝑡 are fixed effects for the projects 

and time, respectively. The main effects of AFTER and 

TREATMENT are collinear with the project and time 

fixed effects and are therefore omitted from the model. 

The coefficient 𝛽1 is our principal focus, as it 

represents the relative change in the treatment group 

compared to the control group due to the treatment's 

implementation. To account for the panel structure of 

the data, we cluster heteroskedasticity-robust standard 

errors at the project level. 

 

3. Result 

3.1. Effects of token grant on the blockchain 

ecosystem 

The objective of this research was to ascertain the 

influence of grants on user activities (as indicated by 

TRANSACTIONS) and innovations from projects (as 

indicated by UPDATES). As illustrated in Model 1 of 

Table 4, the interaction term AFTER ×  TREATMENT 

exhibits a positive coefficient, indicating that users 

interact with grant-associated projects approximately 

40,280 transactions more per week. This increase in 

activity suggests that the grant enhances the project's 

visibility and positively impacts user engagement and 

bootstrapping. Conversely, an intriguing outcome is 

observed in Model 2 of Table 4, where we find that 

projects that receive grants innovate at a lower rate post-

grant. Projects associated with grants implement 10.22 

fewer updates than their counterparts in the control 
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group. The statistically significant negative coefficient 

on the term AFTER ×  TREATMENT indicates that 

projects in the treatment group performed 10.22 fewer 

weekly updates than projects in the control group. This 

finding suggests that while grants stimulate user 

activity, they may reduce project updates, leading to a 

decline in innovation within the ecosystem. 

 

In other words, on the demand side, users tend to 

gravitate towards familiar and perceived safer projects, 

which can give rise to monopolistic tendencies. On the 

supply side, this user preference can result in a reduction 

in innovation. Figure 2 and Figure 3, which illustrate the 

mean weekly transactions and updates per project, 

demonstrate that both the treatment and control groups 

exhibit comparable pre-treatment trends, thereby 

corroborating our hypothesis of parallel pre-period 

trends. 

 

 
Figure 2 Weekly average TRANSACTIONS per 

project 

 

 
Figure 3 Weekly average UPDATES per project 

3.2. Potential mechanisms 

The academic literature on management and 

marketing explains that a platform's behaviour, such as 

grants, positively affects complementary innovations 

through two different mechanisms: racing and attention 

spillover. The two mechanisms are racing and attention 

spillover. Firstly, research on competitive dynamics 

suggests that entry can trigger a race effect. This 

mechanism posits that the platform's behaviour exerts 

direct competitive pressure on complementaries, 

compelling them to innovate to avoid falling behind 

(Barnett & Pontikes, 2008). Secondly, consumer 

research indicates that a platform's behaviour can result 

in an attention spillover effect. According to this 

mechanism, the entry of a new competitor stimulates 

innovation by attracting consumers and providing 

feedback to complementaries about new demands and 

innovations (Li & Agarwal, 2017). Furthermore, 

research indicates that the attention spillover effect, 

which attracts consumers' attention to the platform 

directly, is enhanced when the platform is affected 

(Foerderer et al., 2018), with Google Photos serving as 

an illustrative example. Similarly, our principal findings 

indicate that the impact of the grant is not on the supply 

side, the project side, but on the demand side, the 

consumer side. This results in an increase in 

transactions, which in turn leads to an enhanced 

attention spillover effect.  

Table 5 examines the influence of a platform's grant 

policy on the ecosystem, with particular attention to the 

impact of project TVL. TVL is defined as the total value 

of a project's assets in dollars. TVL may include 

cryptocurrencies such as ETH and BTC and stablecoins 

such as USDC and USDT. A project with a high TVL 

may be perceived by users as more stable and reliable, 

akin to a bank's reserves. In Table 5, we have classified 

projects with a TVL of $10M or more into the Higher 

TVL group and projects with a TVL of $10M or less 

into the Lower TVL group. Table 5 is in accordance 

with the proposed mechanism. As illustrated  

Table 4.  Effect of grants on  
TRANSACTIONS and UPDATES 

 (1) (2) 

VARIABLES Transactions (k) Updates 

After × Treatment 40.28*** -10.22** 

 (5.621) (3.242) 

Project FE Yes Yes 

Time FE Yes Yes 

R-squared 0.009 0.011 

Number of 

Projects 
112 112 

The standard errors are clustered at the project level.  

∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01 
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in Models 1 and 2 in Table 5, projects with larger TVLs 

exhibited a more pronounced increase in transactions, 

while Models 3 and 4 demonstrate that the number of 

updates was more sensitive, with a more pronounced 

decrease for larger TVLs. 

The purpose of Table 6 was to examine whether 

there were any variations based on the total number of 

users in the project. Table 6 classified projects with a 

total user count exceeding 100,000 into the "Higher 

User Number" group, while those with a total user count 

of 100,000 or less were placed in the "Lower User 

Number" group. Table 6 corroborates the proposed 

mechanism. As illustrated in Models 1 and 2 in Table 6, 

projects with a greater number of users exhibited a more 

pronounced increase in transactions. Conversely, as 

demonstrated in Models 3 and 4, the number of updates 

declined more markedly with an elevated number of 

users, suggesting a heightened sensitivity. This 

phenomenon may be attributed to network effects. 

Affiliate and referral programmes are common in the 

majority of projects, and a larger user base can result in 

larger transactions. Conversely, projects with a large 

user base may reduce updates for stability.  

 

4. Conclusion  

This study aimed to assess the impact of the 

platform's grants on users and projects. The findings 

indicated that projects that received grants from the 

platform exhibited a 40,280-transaction increase per 

week yet exhibited a statistically significant 10.22 

decrease in project innovation per week. Moreover, this 

trend was more pronounced in projects with a large 

number of existing users or high TVLs. This suggests 

that the grant had the effect of concentrating users on 

larger projects, which in turn led to a reduction in 

innovation in This study investigates the impact of 

grants on user activity and project innovation within the 

Arbitrum mainnet network, an under-explored area in 

blockchain research. Using the Difference-in-

Differences (DID) methodology, the study compares 

projects that received grants to those that did not. 

Results show that grants significantly boost user 

engagement, with grant-supported projects seeing 

approximately 40,280 additional transactions per week. 

However, grants also correlate with a decline in 

innovation, as evidenced by 10.22 fewer weekly updates 

on grant-supported projects. These findings suggest that 

while grants increase user activity by focusing attention 

on familiar and secure projects, they may inadvertently 

hinder innovation and reinforce oligopolistic 

Table 5. Analysis by total value locked (TVL) 

 (1) (2) (3) (4) 

 Transactions(k) Transactions(k) Updates Updates 

Subsample Lower TVL Higher TVL Lower TVL Higher TVL 

After × Treatment 20.54*** 70.65** -6.234* * -17.68*** 

 (4.556) (31.25) (2.342) (2.456) 

Project FE 

Time FE 

Yes 

Yes 

Yes 

Yes  

Yes 

Yes 

Yes 

Yes 

R-squared 0.009 0.007 0.010 0.013 

Number of Projects 86 26 86 26 

The standard errors are clustered at the project level. ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01 

Table 6. Analysis by number of users 

 (1) (2) (3) (4) 

 Transactions(k) Transactions(k) Updates Updates 

Subsample Lower User Number 
Higher User 

Number 
Lower User Number 

Higher User 

Number 

After × Treatment 17.63*** 76.3** -5.54** -20.54*** 

 (5.123) (30.62) (1.95) (2.66) 

Project FE 

Time FE 

Yes 

Yes 

Yes 

Yes  

Yes 

Yes 

Yes 

Yes 

R-squared 0.011 0.008 0.012 0.009 

Number of Projects 74 38 74 38 

The standard errors are clustered at the project level. ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01 
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tendencies. The study highlights the need for balanced 

grant policies in IT platforms to ensure both user 

engagement and ongoing innovation projects compared 

to non-grant-supported projects. This indicates that the 

supply side was not affected by a race effect, but rather 

the demand side. The results have significant 

implications for blockchain platforms that have 

distributed or are planning to distribute billions of 

dollars for the grant. While the intention of the grants is 

to revitalise the ecosystem, it may be the case that they 

are stifling innovation in the ecosystem and reinforcing 

the monopoly of certain projects. When considering the 

initial motivation behind the creation of blockchain 

ecosystems, decentralisation and diversity were the 

primary values. However, the introduction of grants 

from platforms may have the unintended consequence 

of hindering these values.  

This research can contribute to both industry and 

academia. Firstly, this research contributes to the 

formulation of grant policies for IT platforms. Previous 

research has primarily concentrated on subsidies 

provided by governments to firms or academic 

institutions (Clausen, 2009; David et al., 2000; Jacob & 

Lefgren, 2011; Jaffe, 2002). However, this study offers 

new insights by empirically investigating grants paid by 

IT platforms. Second, we contribute to the growing 

literature on blockchain. Previous research has largely 

focused on theoretical studies of bitcoin mining 

(Hansjoerg & Pierre-Olivier, 2022) or token issuance by 

individual projects (Chod et al., 2022). However, this 

study provides a more comprehensive and convincing 

analysis of the industry by actively building a sample 

using blockchain raw data, where all information is 

accessible to everyone. Finally, due to the lack of 

empirical analyses of the impact of grants on blockchain 

mainnet projects on users and projects, this research 

provides insights into the heated grant competition 

among mainnets, including the controversy over their 

effectiveness. There are currently over 300 mainnet 

networks competing, and mainnet networks are 

indiscriminately distributing grants to attract users and 

projects. However, this study argues that this grant 

competition can induce a phenomenon that stifles 

project innovation and reinforces oligopolies. This 

research highlights the need for mainnet networks to 

steer their grant policies in the right direction, away 

from short-term platform activation races and towards 

breaking down oligopolies and fostering project 

innovation. 
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