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Figure 1 Moderating Effects of Governance Mechanisms
on the Relationship between R&D and Corporate Performance
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Figure 2 Relational Model of Institutional Owner and R&D
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Moderating Effects of Corporate Governance on the Relation
between R&D Input and Firm Performance

Ren Haiyun'
1 School of Economies & Management, Northwest A&F University, Yangling 712100, China
2 School of Economics & Management , Northwest University, Xi'an 710069, China

Abstract ; Corporate governance can control managers’ opportunism behavior by supervision and motivation measures to make
managers allocate resourses effectively, which will influence operation of R&D project and affect corporate performance in the
end. Thus corporate governance has been introduced as a moderating variable of R&D input and corporate performance naturally.
This paper firstly demonstrated how corporate governance influence the relationship between R&D and firm performance, and gave
assumptions based on, principal-agent theory. Then, using Chinese listed manufacturing firm's data, this paper tested the mod-
erating effects of institutional investors, state holding, board of directors, managerial ownership on the relationship between R&D
input and firm performance by hierarchical regression and subgroup analysis. Results show that institutional block holder and in-
dependent directors have no moderating effect and institutional block holder has significantly direct correlation with firm perform-
ance; State holding and board meeting moderate the relationship negatively; While managerial ownership moderate the R&D
spending-performance relationship positively. We can draw the conclusion that it is difficult to supervise R&D activities due to its
serious information asymmetry and high degree of professionalism and incentive mechanisms such as distribute some stocks to
managers may be the better way to solve the agent problem.
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