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Personnel Control of Parent-Subsidiary and Technology Innovation .

Analysis of Dual Costs

WANG Chenyan' , ZHANG Xianzhi’

(1. School of Economics and Management, Zhejiang Sci-Tech University, Hangzhou 310018, China;
2. School of Accounting, Dongbei University of Finance and Economics, Dalian 116025, China)

Abstract: Based on the theory of group decision-making power allocation, using the data of A-share non-financial listed companies and their
subsidiaries from 2007 to 2021, this paper examines the relationship between the personnel control and enterprise technological innovation
on agency costs and knowledge transfer costs. The empirical result shows that there is an inverted U-shaped relationship between personnel
control and enterprise innovation. Specifically, with the higher degree of personnel control, the overall innovation level of the business group
is improved, but it gradually decreases after the turning point. The mechanism discussion shows that personnel control reduces agency
costs, but increases the knowledge transfer costs between headquarters and subsidiaries. The heterogeneity test reveals the relationship is
weakened in the groups with large scale subsidiary and better internal information environment as well as state-owned enterprise groups. To
enhance technological innovation level, group managers should establish appropriate power allocation rationally and optimize personnel control.
Key Words: parent-subsidiary; personnel control; technological innovation; agency cost; knowledge transfer cost; company size; informa-

tion environment
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