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corporate investment under inefficient securities market. The results show
that there is an interaction of the effect of executive compensation, monetary
compensation or equity incentives, on corporate investment and the effect of
stock mispricing on corporate investment, and the speculation in stock mar-
ket induces the executives to invest more in order to obtain more equity in-
centive income. And this interaction differs in firms with different real con-
trollers.
Key words: executive compensation; mispricing; corporate investment
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Financial Structure and the Increase in National
Innovative Capacity: Influencing Mechanism
and Empirical Evidence

ZUQO Zhi-gang

(School of Finance » Guangdong University of Foreign Studies , Guangzhou 510006, China)

Abstract: Finance system is a key supporting element for national inno-
vative capacity. And there lacks systematic analysis about the effects of fi-
nancial structure, as a basic character of financial system, on national inno-
vative capacity. From the angles of operation features and functional differ-
ences of financial channels, this paper analyzes the mechanism of the effect
of financial structure on the increase in national innovative capacity. Then,
it makes an empirical test of the real effect of financial structure on national
innovative capacity by using 10-year panel data covering 32 countries. The
results indicate that stock and venture capital markets have positive effects
on the increase in national innovative capacity, but bank credit expansion has
a negative effect. The conclusions provide the implication for improving the
support of finance for innovation by optimizing financial structure.

Key words: financial system structure; national innovative capacity;
mechanism analysis; co-integration analysis
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