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Abstract

The R&D activities of enterprises are the main means for enterprises to implement
differentiated strategies and achieve technological progress, and are an important
way for enterprises to gain competitive advantage in market competition. The
survival and development of enterprises requires continuous technological progress,
and continuous technological progress requires the support of continuous R&D
activities of enterprises, which requires continuous investment in research and
development. Continuous R&D investment is a requirement to create a sustainable
competitive advantage. It represents a good investment model for R&D. It usually
indicates that R&D investment has less uncertainty and greater probability of
success, indicating that managers have long-term, clear planning and scientific
decision-making for R&D projects, as well as a high level of R&D management.
Besides, it also indicates that managers have a high level of confidence in R&D
output and future earnings, and can effectively use R&D investment to produce the
expected benefits. At the same time, continuous R&D investment is also a good
signal which conveys the information about R&D project progress and future
profitability to the market, representing the ability of enterprise innovation and
sustainable development, reducing the uncertainty of research and development as
well as information asymmetry, helping improve the market value of the enterprise.
It can be seen that the persistence of R&D investment is of great significance to

enterprises.

As a model of R&D investment in time series, continuous R&D investment is
largely influenced by management planning, decision-making, management, etc.,
and the manager's behavior is subject to personal factors such as motivation and
preference. Due to the existence of the principal-agent problem, managers pay more
attention to the short-term performance of the company and ignore the long-term
value creation, thus inhibiting the investment in R&D and the continuous progress
of R&D activities. By means of supervision and incentives, the rational corporate
governance mechanism can effectively unify the personal interests of managers and

the interests of shareholders, which can alleviate agency problems, motivate
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managers to invest in R&D, and improve managers' effective and efficient plans,
decisions and management on R&D investment, which is beneficial to the
formation of a good R&D investment model and the persistence of R&D investment.
It can be seen that a good corporate governance mechanism is a guarantee for a

continuous R&D investment model.

From the perspective of R&D investment model, this paper tries to explore the
influencing factors of R&D investment persistence and the impact on corporate
performance of R&D investment persistency. Using empirical research methods,
this paper aims to find out the existence of R&D investment persistence, and then
explore whether corporate governance have an impact on the persistence of R&D
investment and whether R&D investment will affect the economic benefits of R&D

activities.

Using the companies listed on Shanghai and Shenzhen Stock Exchange in 2009-
2015 which have continuous R&D investment, this paper draws the following
conclusions. First, the phenomenon of R&D investment persistence is generally
present in the sample companies, indicating that exploring the persistence of R&D
investment is feasible with practical application value and significance. Second, the
factors of corporate governance, including ownership structure, board structure,
equity incentive, term and replacement of chairman and CEO have great impacts
on the persistence of R&D investment. The equity concentration, the proportion of
independent directors, the breadth of human capital of the board of directors, and
the replacement of the chairman and CEO have a negative impact on the persistence
of R&D investment, while institutional investors share, board size, the deep of
human capital of the board of directors, equity incentives, and the tenure of
chairman and CEO have a positive impact on the persistence of R&D investment.
Third, the persistence of R&D investment has a great impact on the company's
performance, but this impact is not direct. In fact, the persistence of R&D
investment plays a moderator role, affecting the level of the company's innovation
results, the level of performance and the value of the market by mediating the
relationship between the level of R&D investment of its economic consequences

indirectly. The empirical results show that under certain R&D investment levels,
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the higher the persistence of R&D investment, the more the output of innovation
results, the better the performance of companies, and the higher the market value

and market recognition.

The contributions of this paper mainly include the following three points: First, this
paper is the first to put forward the concept of R&D investment persistence,
regarding it as a model of R&D investment in time series, and examines the
significance of other characteristics of R&D investment beyond input, which
enriches the research related to R&D and broadens the understanding and research
entry point of R&D investment. Secondly, this paper explores the influencing
factors of R&D investment mode from the perspective of corporate governance,
and provides a new way to explore R&D investment model and the driving factors
for the creation and maintain of long-term competitive advantage, and also enriches
the relevant literature on the relationship between R&D investment and corporate
governance. Third, this paper studies the economic consequences of R&D
investment model and enriches the relevant literature on R&D investment and
corporate performance, which is conducive to a comprehensive understanding of
the value of R&D investment to enterprises, and helps to understand more deeply
about the path and internal mechanism of the impact of R&D activities on enterprise

value creation.
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