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WA . TEMAYE G 5, AL AR R,

FRATT R A DG B ) e S5 B S AR P 2SR, 9 DXl o A 2 KT 7 BIR 1 i S
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-6.97,p <0.001 ;4PN 55 Vega I, Hausman #6536 t = —8.49,p <0.001, Z5HRFOT,OLS f5if
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How Does Equity Incentive Drive R&D Expenditure?
An Explanation Based on Equity Incentive Heterogeneity
YE Chengang' ,LIU Guichun' ,HONG Feng’

(1. International School of Business, University of Foreign Economy and Trade, Beijing 100029, China;
2. School of Economy and Management, Northern University of Industry, Beijing 100144, China)

Abstract ;. Equity incentive is treated as an essential tool to offset the conflict in the R&D expenditure decision, but the exist-
ing evidence is contradictory. Based on the perspective of incentive heterogeneity, this paper introduces two new characteris-
tics of equity incentive which are the equity value share price sensitivity and equity value price volatility sensitivity. We firstly
study the driving mechanism of equity incentive on R&D expenditure and the different mechanism among restricted stocks and
options , and then do an empirical test with the data from 2006 to 2012. This paper finds equity incentive includes opposite im-
pacts on R&D expenditure which are the risk aversion effect and the incentive effect. The ultimate driving force depends on the
relative magnitudes of the two effects. Moreover, the restricted stock holds significantly stronger risk aversion effect and signifi-
cantly weaker incentive effect than the option. This paper also finds that the extent of market competition, the property rights
and the grant motive moderate the two effects.

Key Words: equity incentive ; R&D expenditure; risk aversion effect; incentive effect;stock option;market competitiveness ;

entevprise property nature ;corporate performance
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