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(-1.373) (-1.477) (-1.519) (-0.081)  (0.366)  (0.378)
-1.728* -1.302 -2.029 -0.106 0.581** -0.015
Leverage
(-1.771) (-1.061) (-1.642) (-0.367)  (1.987)  (-0.049)
-0.004 0.150 0.056 0.068 0.050 0.080
Log_Age
(-0.022) (0.690)  (0.256) (1118) (0.813) (1.282)
Management_ -0174 ~ -0154  -0.188  -0.259** -0.276** -0.224*
Shrhd (-0.913) (-0.642) (-0.779) (-1.975)  (-2.093)  (-1.658)
-0.469 -0.923 -1.326 0.168 0.238 0.285
TobinQ
(-0.252) (-0.391) (-0.560) (0.958)  (1.348)  (1.576)
Time FE Yes Yes Yes Yes Yes Yes
Industry FE Yes Yes Yes Yes Yes Yes
Observations 82 82 82 578 578 578
R-squared 0.928 0.895 0.902 0.623 0.676 0.658
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13
Y.pOSt YPDSt YPost Y.pOSt Y.pOSt Y.pOSt
(Patentl) (Patent2) (Patent1&2) (Patentl) (Patent?) (Patent1&2)
Q)] (2) (3) (4) (5) (6)
0.683*** 0.446*** 0.692***  0.219 0.190 0.240
Incentive_Firm
(4.029) (2.634) (3.845)  (1.445) (1.211) (1.470)
0.588*** 0.704***
YPre (Patentl)
(6.504) (9.033)
0.602*** 0.574%**
YPre (Patent2)
(6.151) (6.914)
0.616%** 0.607***
YP'e (Patent1&?2)
(6.971) (7.714)
0.214 0.282**  0.258* 0.194* 0.186* 0.216*
Log_Assets
(1.509)  (2.046) (1.748)  (1.896) (1.729)  (L.951)
Lgtm_Asset -0.374  -0.246  -0.143 0.668 0.810 0.700
_Ratio (-0.532) (-0.345) (-0.191)  (1.226)  (1.405)  (1.192)
3.352 1723 2.048 -2.858 0.694 -0.670
ROA
(1.269) (0.652) (0.729)  (-1101)  (0.251)  (-0.239)
-0.789 0.794 -0.741 -0.176 0.039 -0.156
Leverage
(-1.120)  (1.116) (-0.990) (-0.307)  (0.064)  (-0.253)
0.168 0.121 0.147 -0.121 -0.230** -0.184
Log_Age
(1101)  (0.791) (0.909)  (-1.131)  (-2.032)  (-1.588)
Management_ 0030  -0.214 0007  -0104 0.082 0.012
Shrhd (0175) (-1.234) (0.038)  (-0.629)  (0.460)  (0.067)
-3.619 -5.395**  -4.405 -2.782 -3.390 -3.259
TobinQ
(-1.303) (-2.015) (-1.532)  (-1.355)  (-1.561)  (-1.477)
Time FE Yes Yes Yes Yes Yes Yes
Industry FE Yes Yes Yes Yes Yes Yes
Observations 160 160 160 160 160 160
R-squared 0.730 0.765 0.739 0.787 0.795 0.798
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(Patentl) (Patent2) (Patent1&2) (Patentl) (Patent2) (Patent1&2)
Q)] (2) (3) (4) (5) (6)
0.531*** (0.355*** (0.505***  -0.033 -0.148 -0.049

Incentive_Firm
(6.927) (4.705) (6.402) (-0.183) (-0.663)  (-0.230)

0.643*** 0.632%**
YPre (Patentl)
(16.870) (4.950)
0.612*** 0.571***
YPre (Patent2)
(15.779) (3.848)
0.595*** 0.591***
YP™ (Patent1&2)
(16.368) (4.399)
0.228*** 0.148** 0.229*** 0.101 0.223 0.122
Log_Assets
(3.810) (2.577) (3.780) (0.773) (1.287) (0.739)
Lgtm_Asset_ -0.320  0.497*  -0.055 0.079 -1.156 -0.846
Ratio (-1.055) (1.661) (-0176)  (0.110)  (-1.255)  (-0.987)
0.033 0.170 0.106 -7.690** -4.467 -7.598*
ROA
(0.028)  (0.145) (0.086)  (-2.339)  (-1.110)  (-1.971)
0.074 0.528* 0.061 -1.075 -0.840 -1.095
Leverage
(0.248)  (1.785)  (0.198)  (-1.390)  (-0.884)  (-1.213)
0.002 -0.015 -0.005 0.197 -0.017 0.128
Log_Age
(0.037) (-0.251) (-0.084) (1.484) (-0.107) (0.826)
Management_ -0.210** -0.178*  -0.175 -0.105 0.026 0.011
Shrhd (-1.982) (-1.703) (-1.604) (-0.488)  (0.097)  (0.042)
-3.499***  -2176* -3.183*** 0.126 -1.496 0.738
TobinQ
(-3.003) (-1.944) (-2.702) (0.052)  (-0.481)  (0.248)
Time FE Yes Yes Yes Yes Yes Yes
Industry FE Yes Yes Yes Yes Yes Yes
Observations 562 562 562 98 98 98
R-squared 0.630 0.688 0.659 0.875 0.841 0.866
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Do Stock Incentive Schemes Spur Corporate Innovation

Tian Xuan, Meng Qingyang
Tsing Hua University PBC School of Finance
Abstract How to promote corporate innovation is vital both for
individual firms’ competitive advantage and a country’s economic
growth. In this study, we examine the real effects of corporate stock
incentives in terms of firm innovation, based on stock incentive
schemes of Chinese mainland A-share companies. The Chinese
stock incentive schemes started in 2005 and has been growing fast
ever since, but their real impacts on the firms remain controver-
sial. We argue that due to a high tolerance for failure, risk-taking
incentives, and a long validity period, stock incentive schemes may
have a positive effect on corporate innovation. We use a differ-
ence-in-differences approach to tackle the endogeneity problem and
use a quasi-natural experiment — policy amendments from China
Securities Regulatory Commission in 2008 — to establish causali-
ty. We find that stock incentive schemes appear to have a positive,
casual effect on firm innovation. Further analyses show that both
stock options and restricted stocks have positive effects on firm
innovation. However, when the stock price is near the exercise price
of stock options or restricted stocks, stock options still have pos-
itive effects on firm innovation, whereas restricted stocks do not.
That is because of the difference between their payoff curves. Since
restricted stocks have symmetric payoff curves, they would harm
managers’ and employees’ benefits when the stock price is near
or below the exercise price, which may make them focus more on
short-term performance instead of long-term innovation. However,
due to the asymmetric payoff curves, stock options can still protect
managers’ and employees’ benefits, even under such circumstances,
which lead to more innovation output. The positive effect of stock
incentive schemes on innovation is more pronounced in non-state-
owned enterprises, firms with high stock price informativeness, and
firms granting incentives to core technical staff. Our paper sheds
new light on the real effects of China'’s thriving stock incentives and
the optimal ways to motivate technological innovation.
Key Words Corporate Innovation; Stock Incentives; Stock Options;
Restricted Stocks

( 175

Abstract Nowadays, Socialism with Chinese Characteristics has
gradually entered into the stage of New Era, technological innova-
tions are facing the transition and leap from innovation network to
innovation ecosystems. During the process of transition, network
organization is also becoming an ecology role supporting the inno-
vation. However, previous researches focus on diverse knowledge
cliqgue and ignore the multiple and paradoxical dilemma. In order
to uncover the catalyst of innovation mechanism in technology
innovation network, this paper analyzes the innovation paradox of
conventional routines replication and flexible routines replication,
the double-edged sword effect of similarity closure and contagious
network closure. Based on the perspective of paradox integration,
this research constructs a framework to explore the interaction
effects between routines replication and network closure on cat-
alyst of innovation. Then an empirical test was made by multiple
regressions model with electronic information industry’s data in
China. The results show that: The matching of routines replication
and network closure are the key enabling conditions of innovation
catalyst. Conventional routines replication with similarity network
closure and flexible routines replication with contagious network
closure are the best network configurations for the catalyst of in-
novation. The similarity network closure enhances the promotion
effect on conventional routines replication with catalyst of innova-
tion, but has inhibitory effect on flexible routines replication. The
contagious network closure can not inhibit on conventional routines
replication, but it enhances the effect on flexible routines replica-
tion with catalyst of innovation. The functions of network closure
promote the interaction effects of conventional routines replication
and flexible routines replication from complements to substitutes.
This research extends the mechanism of innovation catalyst for
different network configuration, which can improve the innovation
ability of neighbor network organization to construct the innovation
ecosystem, Furthermore, these findings can also push forward the
innovation-driven development strategy of “Mass Entrepreneurship
and Innovation” in China.

Key Words Technology Innovation; Organization Network; Rou-
tine Replication; Network Closure; Catalyst of Innovation

BIFEIEFI  H21%5, 2018F B3 176-190 |



