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R&D Investment Decision with Technology L icensing Alliance

XUE Ming- gao
(Department of Finance, School of Management , Huazhong University of Science and Technology , Wuhan 430074 ,China)

Abstract : this paper considers the market structure which is affected by firm’' s licensng decison. We de-
velop and apply a real option modeling framework where the underlying state variable can be described by
continuous time threshold autoregressive process. We derive the value of R &D project and investment
rules, and use numerical analyssto discuss these effect of growth rate and uncertainty of the R &D project
revenue and licend ng arrangement on the value of R &D project and investment rules.
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