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How Corporate Governance Influences Firm’s R&D Investment?

——Empirical Evidence from Strategic Emerging Industries in China
XTAO Liping
( College of Economics and Finance Xi‘an Jiaotong University Xian 710061 China)

Abstract: Being different from traditional industries strategic emerging industries as capital and technology intensive in—
dustries are mainly engaged in innovation activities. This feature determines that the corporate governance needs to match with
innovation. This paper studies the relationship between corporate governance and R&D using the data of Chinese Adisted com—
panies. Empirical evidence supports the following conclusions. First the relationship between the concentration of ownership
and R&D is the inverted “U” type; Equity balance promotes enterprise R&D; Institutional ownership has not played a positive
role. Secondly equity incentive is good for enterprise R&D; Executive compensation is positively related to R&D but it is not
statistically significant; the on-the§ob consumption has a negative effect on R&D. Finally the smaller the size of the board the
more conducive to R&D; the percentage of independent directors chairman and CEO concurrency has no significant correla—
tion. Further analysis showes that there are some differences in the influence of corporate governance of different property rights
on R&D. In the state-owned enterprise the ownership concentration degree and R&D is inverted “U” type but this kind of re—
lationship in the non state-owned enterprise does not exist. In addition the incentive effect of the executive stock ownership is
obvious and the on-thejob consumption of non-state-owned enterprise’s has obviously negative effect. This paper develops the
innovation economics by proposing the match between corporate governance and emerging industries.

Key words: corporate governance; R&D; property rights; strategic emerging industries; innovation



