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Fig. 1 Impact of revenue floor on investment threshold in the absence

of operating cost
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Investment strategy of carbon emission reduction of coal-fired power firms
considering revenue floors

ZHANG Xin-hua', GAN Dong-mei' , HUANG Shou~un’, YE Ze'

1. School of Economics and Management, Changsha University of Science & Technology, Changsha 410114,
China;

2. Lingnan ( University) College, Sun Yat-sen University, Guangzhou 510275, China

Abstract: Assuming that both theon—grid electricity volume of power generation companies and carbon price
follow Geometric Brownian Motion, two real option models for carbon emission reduction investment consider—
ing revenue floors are proposed for the two cases of with no operating cost and with operating cost respectively.
Then the optimal revenue floor and the implementation duration for emission reduction are discussed. The re—
sults of the empirical analysis show that: 1) The revenue floor can incentivize power generation companies to
invest in carbon emission reduction, but the optimal implementation duration may be less than the operating
life of the equipment; 2) The optimal revenue floor is consistent with the lowest investment threshold of carbon
emission reductions of power generation companies; 3) In the absence of operating costs, the revenue floor
policy can save subsidy funds compared with the direct subsidies policy. However, whether subsidies funds
can be saved depends on factors like on-grid electricity volumes in the case of operating costs.

Key words: revenue floor; real option; carbon emission reduction investment; policy analysis; power market
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R&D alliances and Chinese corporate innovation

XU Xin', ZHENG Guo—ian® , ZHANG Teng-ao’

1. School of Accounting and Finance, Zhongnan University of Economics and Law, Wuhan 430073, China;
2. Sun Yat-sen Business School, Sun Yat-sen University, Guangzhou 510275, China;
3. Financial Management Department, Hangzhou Financial Investment Group Co., Ltd., Hangzhou

310016, China

Abstract: Under the guidance of the national strategy of innovation-driven development, there have been a
number of R&D alliances among Chinese companies in recent years. Taking as the research object the compa—
nies of the ChiNext market that are both active in R&D alliances and innovation activities, the paper analyzes
the mechanism of R&D alliances and their impact on innovation. Our results, derived from propensity score
matching method and difference-in-differences regressions, show that R&D alliances have a positive effect on
technological innovations. Companies that have R&D alliances are better than companies that have not meas—
ured in different indicators that reflect innovation capability: The patent, the invention, technological diversifi—
cation and innovative breakthroughs metrics all show a positive and robust effect of a R&D alliance on innova—
tion capability. Moreover, R&D alliances have a lagging effect on technological innovation which increases
first and then decreases with time. In addition, the governance structure of the R&D alliance has a moderating
effect. Compared with joint ventures, non—joint ventures have a greater role in promoting innovation. This pa—
per provides theoretical and empirical evidence for the synergies of R&D alliances in Chinese companies, as
well as meaningful policy implications for the government and firms to enhance innovation capability.

Key words: R&D alliances; patents; technological diversification; innovative breakthroughs



