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The Impact of Research and Development Investment on Corporate Value

— An Analysis of the LCD Industry in Taiwan

Student : Ta-Ning Chang Advisor : Dr. Keh-Luh Wang

College of Science

National Chiao Tung University
Abstract

With the advancement of knowledge economy, research and development play
the key role in innovative activities. The firms can sustain the competitive advantage
only through continuous research activities. This study investigates the influence of
research and development (R& D) expenditure on corporate value in LCD industry,
applying the agency theory and signaling theory.

Though a firm could elevate its innovation and competitive advantage with
investment in research and developmentj thedmpact on corporate value is greatly
affected by a firm’s opportunity faor future.growth, its debt policy, and insider
ownership.  So, we further divide the sample firms:into six sub-groups and use
regression analysis to test the influence.

The empirical results show-that the'R & D-intensity has significantly positive
correlation with Tobin’s Q in high=growth firms. ' However, Tobin’s Q decreases
insignificantly with the higher R& D intensity in low-growth firms. In a firm with
higher debt ratio, the higher R & D intensity significantly increases Tobin’s Q, while in
a low debt ratio firm, the increase of R & D intensity results in significant decrease of
Tobin’s Q. Moreover, while considering the insider ownership, no significant
difference is found between the R&D intensity and Tobin’s Q.

Keywords : R&D expenditure » Tobin’s Q » Agency costs » Signaling theory
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