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Industry Reputation and CEO Horizon Problems
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ABSTRACT

Previous studies have indicated that a good company reputation contributes to research and
development (R&D) investment behavior. Extant literature reports that R&D performance is an
increasingly vital function of firm size within the R&D-intensive industries especially within the
electronics industry in Taiwan. Using a sample of Taiwanese listed firms in R&D-intensive
industries from 2001 to 2010, this study found that a good industry reputation can mitigate CEO
horizon problems, even during periods of global financial crisis. Furthermore, CEOs in the
electronics industry experience fewer horizon problems compared to CEOs of other
R&D-intensive industries. The likelihood that CEOs honor their industry’s reputation is
positively related to their R&D investment behavior as they approach retirement. This suggests
that firms can mitigate CEO horizon problems by recruiting CEOs who honor their industry’s
reputation and, thus, boost their productivity.
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