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Abstract

This study investigates the effects of corporate environmental responsibility
(CER) and environmental R&D (ER&D) subsidy on the ER&D risk choices in a
duopoly market under quantity competition. Our findings are summarized as
follows: First, irrespective of whether ER&D competiton or cooperation, firms
increase ER&D risks as the rate of ER&D subsidy increases and the level of
CER increases. Second, firms choose higher ER&D risks under ER&D
cooperation than under ER&D competition. Finally, market choices on the
ER&D risks are higher (lower) than those of second-best when both the rate of
ER&D subsidy and the level of CER are low (high). Therefore, when the level of
CER is low, the government is required to increase the rate of ER&D subsidy or
encourage firms to choose a higher ER&D risk program through ER&D
cooperation. However, when the level of CER is high, the government is
required to decrease the rate of ER&D subsidy or induce the firms to choose a

lower ER&D risk program under ER&D competition.

% Key words: Corporate environmental responsibility, ER&D risk choice,

ER&D subsidy, Quantity competition, Second-best
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