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Wik T <0 e T 2L R 7 T R SR R 10 A5 T T XL 5 0 )
EPEAT H (Stiglitz & Weiss, 1981 ; Myers & Majluf,
1984) , PERFE IR by B AT A RS A FIE S A XS B
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HRDE , 44 S BLE AR A R RIS AL A B2 AL
I, AP S BRG0P R R ORI
ARABHT ™ K 238 5 (Simons, 1995 ; Dougherty &
Hardy,1996 ; Verona, 1999 ), (2) “ N #p ¥ Hl1FE 18"
it IZARUEIA A, Tl B2 A A P A4 1) A SR oK —
SRR B 0 A8 BB AR [R) R, 77 3 b 4 R AL 5 R B
BT 1 5 Y TR M 2 B A LR R i 58
(Jensen,1993 ; Kaplan & Norton,1996) , 4, ™%
FIRT DAY TS ) A 8T e A A1) XU 5% B T 9 2>
BRI, W DR AR AT 1 7 b 5 A A0 3 46 XU 1k 331
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AT A0 [ R 22 5% B R A 2 o5 o3 — I T, A 22
DHH RV 22T B 287 B JCEOR A IR B AR
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SRR Y o A5 T A ST IR I P45 A AR B
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TERH TG SRS R AT 22 ] v, RS 14 P 4 o e
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VR FNHEAS , — SRR ATl =2 1 R BT 2 2 S ok R R BB i s TR 5 — e R £ B AR R 55
A 8 R B AR L, 1 3 M 2 0 B BT A0 A 798 P 2 B RAALE , S5OHs S AT RE 32 A B4 R S0, A AR SC T R =
Jee FEATR A 1 o 2 T S ] v [ 25 R R ) 22 D R TR A, DALk, AR SC BT R mi) PR 3R A A L TR

121



HZSEEFE o o

Z . XEkE i S A R RIE

TESERTCEERE T g vh , #%  H A S HoR 41
BT H 4 3 B (8 2 A Ml 59 D 1) O B [
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WEB ML ATy, & AR HOR BT 15 B¢ O 23
TIRAR A g e A FLBR , 3208 28 B A 2135 91 30
. ( Eberhart 45,2008 )

PRI S Al 38 2 A B2 R 51 T AR ]
S A4 AR R X BRI R&D £ 9% #7218 148
PR BAS AR B X B kS 21 28 5 40 A (O £
B A ER,2013; 259 45,2015) . FL7E 20 fit42 90
AEAR A B SR, RN BRI 2 ) iy ) B L 285
E2EFH TR OGE MBS . Simons (1995) ANy, B 4F
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et HAR 5 | A 1Y SC 4% . oI Al
ZALRE ML HE X Fh B Ar 45 # AL 1 B 09 5 B E AL
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J1o (RIS, 45 0 2038 o i 7 R A 00 i B R 4 Tl
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ARAAVHFNL w £ P 56 2 PO A N s o PR 3R
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S BEONEFIE 5 RONE o A RO S A P A A ) T ok
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A N AR A 4 ) R A SR
PRZ o MR Lo AR Pl Al BEIE ™ I U AN A
i 1598 Al U 0 BT Ll , A% 48 1 B R AR SR BB
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mons, 1995 ; Kaplan & Norton, 1996 ) , SZiEHt, PN
PR A BT 0K 75 12N W)X R A XU 7 2
BT KRS, 7 22 88 1) S ot A g - 2880 oA 0 42 ol A v
PEFERHT A D 2 i B 42 w5 BB B3 38007 W A7 AE 22
Sto T RATRIBI AR , 75 Q0BT KU 2 2 B 5 v O R 3
R BTG IR 2 ] r P 4 o S5 il B AR B 1
FHEEGE Y, v S0 44 B 8 25 5 T R XU 25 2
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ny (1986) $2 Hi 1 2L ML rp Ay RN A B0 AR 1, 0 7 =
AR FIRERY . HRfE Google Scholar #2455,
2T IR T 24 K, 1 Z 2016 45 H B Bl
IK5.9 TIN5 RT3 0 52 B S Uy v
OB, IR S8 4R (2014) il T A B B
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DAL S 4 A A B BT 1A KPS e ol 4 1) TR A 500
EL A SCHROC TR 2 7k S 9 52 i 52, A3 1
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ey,2004 ) o BT — A A il 3 b 1Y H R B 32
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RmA s I Perf, , o [, 44 7 A2 g M 0 3
Wiz Perf, ,, A FRREEATR IR o R R0 ARG 56
A B R RRY
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uControls + T, (3)

Ko, By, AR MR IC, , % 8 Rk 5 Perf; ,
SR SOV 3By, AR N R ] 1C, X BB B ATK
V- Innov, , 52N 5 05, ACRAHNE 3 Innov, X3 F]l
& Perf, 52 TP RN RS B 3, FEIE UG
Boy Fl 05, 52 A5 43 ) d 25 R 5 A 0 {2 7 3 (iR
AR LR ,2014) o BAUEH By =By + By X 05y,
AN 5 BN Z EE By X 65,/By B (B -
Ba1) /By AT LA P A RON YRR

(2) PN 42 il 91 755 B BT 4 Rk i 52 il 2 )l
B, LERIHNE s It B rh, 1R A KPR

Re—@ I, B2 il 2 R 1Y o 1 R AL A
A TSR, — R i AR o A SE B AR
RGO, B
Perf, , =@, +¢,1C, | + @,Innov; , +
@, 1C; , x Innov; , + pControls + o, ,
(4)

o, @p AR T NAREE IC, X8 5l Inno-
v, FEAC R BRI E TN . TR o, WE N
1E, BT S BT 5% A K- Innov, R4 A AE I, A
PR T 9 s A Bl T 4 5 H AR BRI R S 1 ST
PSRN 3 B, RS 38 AN R
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(1) FARBH . AT ST 2w H AR BB 3)
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B2 BTk, — I R F A i B WO LA B
B (Hitt 28,1997 ; Bisber & Otley, 2004 ; X1 JIii & B
AN, 2002 5 EAER X AL 2011 ) o 5 —Fh oy k2
FTEIE BT 5 ™ SRy A o e e, R B A
AR RS TP I TCIE B S T AR B A
SRR T B R b AL A, AR T 37 Bkl /Y
ARG i (3057,2009) o b4 —Fh 7k
SR T A H AR AR ) L B R S A R
TN o I E IR E L3 ) ok TR B
SRIETF R W BEft 98 1 2 8 SN T 32, IXRITASC
WIERY A F] B A N FRE AR RIS A7 i 22 5, [
N, e A R BT 45 A 4 A T, L A B A L B
R&D AT Jy )4, PR, 753X = Fh il 5 J7 i v,
AT ] TR R&D Ry i it 46 5 o

(2)AmDEST, HHEE AT 2wk 2 6 i
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Bl , e Q i —2E N — R &1k
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W&t TR BT i s A, T 3 R ik i e
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Bt 28wl 5t B RS 1Y A ER R AE ¥ H 1 1 A7 7R
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MR 22 R FH > ) 5 5 1) PN 98 4 i kB (TCW) AR
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LERIT . 5 AR R E R A TR bR A L, 1 A
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(4) El AR . ARIEIA LU wIE S AT AR B
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Hutchinson & Gul, 2004 ; 3735 5% =50, 2009 ) , 5
TR AL vh iy B 45 A8 B A4S . — 2 B HLRE, R
RN R e 7™ A IR S0, B BOR O, 52 M0 23
A& IR KT, 22 MUY 2 W) 55 g B
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*1 FETEEX
AR AR A BB
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Sl b 2w A A s i AR AR SO B,
BRI Sh Bl 17 DL , 24 LT 80 I A 45
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Adj - R? 0. 1697 0.0616 0. 1683 0. 1710
Ic,, 0.0442° | 0.058 | 0.0006* | 0.069 | 0.0434* | 0.065 | 0.0039 0. 940
Low Tnnov 41 Innov,, 1.2210 | 0.760 | 0.0149 0.769
N =285 IC, , x Innov, , ~0.0026 | 0.965
Adj - R 0. 2904 0. 0971 0. 2881 0.2855

T T RERTE 0. 10,0.05 0. 01 - 8B 35 (XU ) 5 527 i R , A8 7 = a4 fat ) [l A1 4 23
OB IR A SR

5. Fafa R it

AR AR SR A, — e AR
P T NP AR A AR ET = TR] R s R AR A 1
R N A P TR A, A SCHERR AP I3t v i — 20 38
T WA ok A SR A R e

(1) PAFEAS B 45 10 £ B2 A7 04K, X v A 2500
6 56 % FH B ™ 4% 1Y Bootstrap 3, Bootstrap 32—

il AAEAS rh i SRR 1) O 0, A, f TR R AR A Y
fRCEAA, DA H 2 ORE U AS B2 T R R FE AR 1Y
Bootstrap #EAS , LA i#E 47 I 22 A% 1E 17 R A5 o A5 55 )
(Wen %,2010) , A< 3% A Bootstrap i 17 1000 7K
LR ANER 6 s . W TR iR BR ], A SCEZR 6
(U T B AR S EH SR, RS Bk
LU NEVEEREI SV

x6 Bootstrap (1000 ) #2145k [ V3 45 R
AR R A
AR — " - -
FERI(L) FERI(2) FERI(3) iR (4)
ﬂiﬁz{:*%g% Pe’fm Innov” Pe’:f;‘,t Pe'fi,t
ftih &5 P1A il Z=5 P1A it &5 P1A (¥ P1A
1c, 0.0873 ™ 0. 000 0.0084 ™ 0. 002 0.0843 ™ 0. 000 0.0136 ™ 0. 000

129



AZ "B ZE 20164 5o
S R O L REES A
At
RERI(1) BERL(2) HAL(3) AL (4)
Innow,, 0.3630° | 0.002 | 0.0008 | 0.626
IC, , x Innov, , 0.0072 " 0. 003
Adj - R 0. 2304 0.1181 0.2372 0.2492
N 1130 1130 1130 1130
77T AMERTE 0. 10,0.05 F10. 01 AR B3 (WU ) 5 A2 R B BR A, (X878 32 20 A d [ )1 45 2R

ORI IR A SR

(2) 84 A ¢ AL S I — AR A [l
VEVEIEY , SR i R ] S P R F) A ZE PR DAL, S
Bt IR 1 — LSk BB AR BB Rk S AT i
Wi o M S T — 30 B0 R AR A ] ) 4

Ja—IE

=

RNFR 7 PR, 5 ERBIESERAIIRERL
B FK Mk S
R A
M—3,

WaEk i

WIS R NER 8 Fron , 45 4L &R
NSO N Y BN b A ARG B B R

x®7 TEFE—HARNREEMNRE R (BEHER)
AR VTR
FEHI(1) R (2) TRI(3) A (4)
%BZ%*%/EE Pe’ft.u—l Innovl., Pe'fL]H—] Pe’ft.u-l
(MIEY P i 25 PA{HE (EY P{H (MY P{H
IC;, 0.0511 7 0. 004 0.0119™ 0.018 0.0479 ™" 0. 007 0.0074 ™ 0. 004
Innov, , 0. 2698 0. 045 0. 0007 0.714
IC, , x Innov, , 0.0042 " 0. 081
Adj - R 0. 2475 0.1184 0.2509 0.2531
N 862 862 862 862
H V7T BEORAE 0. 10,0. 05 F10. 01 /K B35 (XU ) ;32 i T FR A5 7 32 223048 5 4 [ ) 45

BORDR R AR B

*8 TER—HNREENRER (5 HEFELX)
EE Hh A RO EREES
! BEAY(1) B (2) BEAY(3) Bl (4)
Befi AL Petf . Innov; , Perf, ., Perf, .,
it % PAH it R % PAE it R %
Ic,, 0.2348™ | 0.000 | 0.0202° | 0.062 | 0.2225"" | 0.000 | 0.0260 | 0.006
High Tnnov 41 Innov, 0.6107" | 0.039 | 0.0045 | 0.331
N=176 IC. , x Innov,, 0.0046 | 0.426
Adj-R® 0.3909 0.0901 0.4027 0.4014

130



5RO

PR B AT AN RS

AN PR
o
Vaaih FERI(1) FREAI(2) FRI(3) AL (4)
ﬁﬁgﬁ/ﬁi Pelfi,ul I’Lnovl./, Perf;,/+l Perfi,m—l
ic,, 0.0771" | 0.000 | —0.0003 | 0.842 | 0.0771°* | 0.000 | 0.0139"* | 0.000
Middle Tnnov 21| 11107, 0.1078 | 0.801 | —0.0013 | 0.799
N =561 IC,,  Innov,, 0.0092° | 0.092
Adj - R 0.1697 0.0616 0.1683 0.1710
ic,, 0.04427° | 0.058 | 0.0006° | 0.069 | 0.0434° | 0.065 | 0.0039 | 0.940
Low Tnnov 41 Innow, 1.2210 | 0.760 | 0.0149 | 0.769
N =285 1€, x Innov,, ~0.0026 | 0.965
Adj - R 0.2904 0.0971 0.2881 0.2855

TE: 77 T IR 0.10,0.05 1 0. 01 /K- E B35 (RUR) 5 2R R, X817 22 AL 1 [m] U 25 2R

GORBRIR A SR

e Z UL, i TR oG TR B i R PR A7 A
BOR AL, 3% BN LR ) TR 72 4 5 Heckman £
Ko MTAXEZRER T A HEL AR
PEAT W E R RAFAEAS , S AN BRI BE XA A
K, s3oh, % IR B FE LA w7 AU RN A,
ARSCKEETL (1) ~ B8 (4) 73 A A Aol AR
Ak P HEA TGS (E R b AR AL A A
Ay A E A Z [ A AE 5 22 57

B, ARSI N PR T LA T A B R R
LIRSS RA AR, S35 P 1 A
(4 PN ERERIE XUBS PPy 42 R P A 5 9 368 R P
W T B R AR P A ) £ P Al
I, SRR AR A SO0, L, N B ER R A B A T
A —E fe HEER QT B BT XU PEA 95
] 5 Sl A A S M X B R B SR AR X
o) B e AR R AR e B B
WO TR o EVE T 8O0 L, 45 0 3 Sl 3 1 2
I f AR5, 0. 4944 (P =0.049) . X SRGAHIE >
A e oA B il ek e 4 o B 9 h 2 R R 4R
e BT S WA — 2

&R EHE

PEA 21 {28 LASK , 22 SR 0 1 30 25 4 Bk FE R U
55 HLIH B, A A ] A A PR 3 R i
131

A E AL, JF O A AR R Y 2 HAR
2 HA, B AT SC R il (1 2 B S 3 2OGHE
PR AE BB % 7 7 B A KA RN AR IR
BB S5 AR A7 A, 14 dife =2 A ECR I A AR 4 il
Unfar s 2 w1 A S 8 E 15 R 24 ]l St Y 7S
RS (JASPAE4E,2013) o ASCEE TS FISL )™
SRR B AL A M2 BRI G 3l 22 R R S &R [
BB 1 AF OC 4 7 2 B Al DL, B P 4 o 4
o U i S o 1B o S S e B = A A R N
F ARSI SEUE AR 5 1 PR AR A B R A R T
0 3 PR ] P 42 o 5 W B AR BT Y i AR R A
T R TR, AR SO 512 e v bt P B s il 1 B A
B

(1) Fe Rl il i ol 7l 2% ) ) X B 1% 3 B AR
S R, (L RE AR L 4 1) A R I [] i S, - 25 21
HABLATKPAAR T 96 7 15 8 2 1 B 28 A 3 ol
Awle P, 5T Ak FE A i 3 b 2w A
Je A FAN AL, 3l i 3 b 2 A 1) BT AR i e
RS FE A, QB B30 V) B4 4 1 PN i RS
KA AT BE B AY B K E AN B A | BF e oo AR R
AL BT B G, DL R A A5 b DR QB AR 5] K
HOBTER IR S BU L Bk e = 1PN N @ 3
S F B REAHIE TR, 24 i P A 4 o) A 15 e
XHRHTS S e R AR T o — T i, 505 1) P9 4



HZSEEFE o o

il BB 2> 7 B A BT B A K IR T
PR A s AT B T 1R 2% W] By T M M AL s 2 41
PR s A2 XU RS 7K 52 i SR, T A 2 0 5 %
S R N RIS O N A R R
BIHT o RIS, R A P 4 ol fE T i Q1B 35 20 e
(S ANEIN AR & s o s R b S ey B R
XTI H o R Y A B T E Rk
A A 30 22 1 34 56 BT 1 3h 5% Ak 24 w1k S Y

(2) BARFEA R A B35 H] T P o 4 o fie
W AE IR W2 1 g R IR A5 o P A A )
BB B AR e T, AU 25 R B S AR B3 B
BRAGEEA AL b5 AR 1) X B8 S R g 9 59 7 1
AU AR BAE LA BT ACE & AR A2 A 5 i 7
BB AR BREA L, PR 0T BT 5 A R Br
GUSCHRABER B MG VE ] o R, 7281137 WU 75 22
JEANTR] A 2w 2E v, N A2 ) k2 ) e AR A A
5 F AR Z AL A T A X BT BR A 2w,
PR A 0 i v BT B L O 2 R B SRR S
TR BRA L J o B 2 ) R 4 ) PN S A AL
SEFLZ AT R R R A A A4 A
BB B 5 1007 BT 16 ST A28 w] A, P
] A IR BE A% X5 BRI B B e AR . X
SEp R VE TR AR B, R T R AR A P oA
SRS RS A RN 55 B SN o PR TR
AT I 20 S i oMb T 2% WA P A A

S 0k

AR A S5 T ) i B T, — T v, [ i i
oMb 2 T o e A S s ) LA 4 8 B AR AR 5
I3 —J7 0, PR A o A e T AR A A A
A, TR NS A 1 BE X R8I 4% sl mT REFE 1 i 172
SN B 1A B RS AL

(3) SEerb, 23 w0 R AR R Bt A R —
JEAGRI o PN R ph AR IR XU DA
(RGN PSRBT ok AN A = S T =S N s DA )
RGACHL o 45 G A SO PB4 AR T 60 8T i
S EARBLHFR AR 70T, H AT [F] 268 658 b 2>
A SCE PR S A A I 02 DG AN ] 9 DG B e, %o
TRIHIG BRI 22 R, 5 AP s e 9 B
JE NN AT S BIH I H B £ ] 3 s, DU 0%
B 2 RE ST B3R 5 % T B8 % BR AR s P Y
DN RV, 225 T A 0 42 o At ) B T i PN S 3
SR AN VA AR A B, I ek T B A
BUSE AR LA BT 3 B4 7 T 5 0065 TR0 BT T
AR 2 ), DA RIS ) s A e, DA AR E B8 T
o ER, I B A R AR R BOR AT
R PR A A 0B AR T A2 ]l B 4 R A 2RO
PRI SO0, AR 42 1l A 5 5 8 8 A A A ol 42
R0 SRR 2 TAD YOG 2R, 2350 T o s s o 4% HLAA
TR AN AL HE, DU 788 42 ol ol 2 A A i3 )
FE XA BE AL )T, g — 2D A 2 R EOR A1
FARIHETHL

[1] Baron R M,Kenny D A. The Moderator-mediator Variable Distinction in Social Psychological Research : Conceptual , Strategic,
and Statistical Considerations[ J]. Journal of Personality and Social Psychology,1986,51,(6) :1173 —1182.

[2] Bisbe J,Otley D. The Effects of the Interactive Use of Management Control Systems on Product Innovation[ J]. Accounting,

Organizations and Society,2004,29,(8) :709 - 737.

[3] Clark K B, Fujimoto T. Product Development Performance : Strategy , Organization ,and Management in the World Auto Industry

[ M]. Harvard Business Press,1991.

[4] Dougherty D, Hardy C. Sustained Product Innovation in Large, Mature Organizations; Overcoming Innovation-to-organization
Problems[ J ]. Academy of Management Journal ,1996,39,(5) ;1120 — 1153.

[5] Drucker P F. The Theory of the Business[ J]. Harvard Business Review,1994 72, (5) :95 —104.

[6] Eberhart A, Maxwell W,Siddique A. A Reexamination of the Tradeoff Between the Future Benefit and Riskiness of R&D In-

creases| J |. Journal of Accounting Research,2008,46, (1) :27 - 52.

132



kA, PR AR R BORAUHT AN RIS

[7] Hitt M A, Hoskisson R E,Kim H. International Diversification; Effects on Innovation and Firm Performance in Product — di-
versified Firms[ J]. Academy of Management Journal 199740, (4) :767 —798.

[8] Hutchinson,Marion and Gul, Ferdinand A. Investment Opportunity Set, Corporate Governance Practices and Firm Performance
[J7. Journal of Corporate Finance,2004,10, (4) :595 —614.

[9] Jensen M C. The Modern Industrial Revolution, Exit, and the Failure of Internal Control Systems[ J]. Journal of Finance,
1993,48,(3) .831 - 880.

[10] Kaplan R S, Norton D P. The Balanced Scorecard ; Translating Strategy into Action| M ]. Harvard Business Press,1996.

[11] Murphy K J,Zimmerman J L. Financial Performance Surrounding CEO Turnover[ J]. Journal of Accounting and Economics,
1993,16,(1) :273 -315.

[12] Myers S C,Majluf N S. Corporate Financing and Investment Decisions When Firms Have Information that Investors Do not
Have[ J]. Journal of Financial Economics,1984,13,(2) :187 - 221.

[13] Rajan,R. ,Zingales, L. Financial Dependence and Growth[ J]. American Economic Review. 1998 88 (3) :559 — 586.

[ 14] Ribstein L E. Market vs. Regulatory Responses to Corporate Fraud: A Critique of the Sarbanes — Oxley Act of 2002[ J]. Jour-
nal of Corporation Law,2002,28, (1) :1 - 16.

[15] Simons R. Control in An Age of Empowerment[ ] ]. Harvard Business Review,1995,73,(2) :80 — 88.

[16] Solomon D, Bryan-Low C. Companies Complain about Cost of Corporate Governance Rules[ N]. The Wall Street Journal,
2004, (10) : Al.

[17] Stiglitz J E, Weiss A. Credit Rationing in Markets with Imperfect Information[ J]. The American Economic Review,1981,
71,(3) :393 -410.

[ 18] Tidd J. Innovation Management in Context ; Environment , Organization and Performance[ J . International Journal of Manage-
ment Reviews,2001,3,(3) ;169 — 183.

[19] Verona G. A Resource-based View of Product Development[ J]. Academy of Management Review,1999,24 (1) ;132 —142.

[20] Walsh V,Roy R,Bruce M. Winning by Design : Technology , Product Design and International Competitiveness[ M ]. Black-
well Publishers,1992.

[21] Wen Z,Marsh H W, Hau K T. Structural Equation Model of Latent Interactions: An Appropriate Standardized Solution and
Its Scale-free Properties[ J ]. Structural Equation Model ,2010,17, (1) 11 —22.

[22] Zhang Ivy Xiying. Economic Consequences of the Sarbanes-Oxley Act of 2002[ J]. Journal of Accounting and Economics,
2007,44,(1) .74 - 115.

(23] B A . PR bR AU 0 5 04 M A0E L] et RS TR S 15 520k, 2010, (7).

[24] Jrer 2, &R . A diaB A SRS S ARSI g S RUER 1] Jbat. & HEgE, 2013, (7).

[25] PFEAE S REAL . OECD Bl HORFI TP/ 2013 GUFTIKEN K L M ]. JUat B2 HOR SCHk ) it ,2015.

[26] 223, 4746, R 0, B 6. el i st s Aall. R&D B AN EAE GG 2 [ 1], dbse: hE 41T, 2015, (3).

[27] XUGUL, B . XBEIH R G RHSHITA [T]. dbat . b EEEIREE,2002, (1).

(28] FAENL, XA . TMT FFAES b HRBIHOCR DT [T ] Jat . FHFEHE, 2011, (7).

[29] 3C7% . R&D 485X Rl A Re I B2 mbiFge [ ], B IE35 1735241, 2009, (6).

[30] MRAWE, A5 . TP ARV AT T IR LT ] b st DB R R 2014, (5).

[31] #RAPE, R LW, 2T . BHIBEES T AR XA R &8 SU ez Bk [ 1], Jeae R 7, 2005, (3).

[32] “EvE o, A . Wi Ak S5 A il S BT T ] . Jba : &35 ,2009, (11).

[33] SRak R, @54 . FRETDVFEBTHG SRk WS X R 0T] . Jbat: I #2015, (12).

[34] 5k)E, PN . BRI 2e B K stk m R R A B OF 7 ) ] SO0 BHEEAE 535, 2015, (5).

[35] JSyAR, B30 B MR, IR . 2012 AFrp [ B 2 Wl AR IO E [T ] b st 2105, 2013, (7).

133



-— L -

AZ IR e wom

Internal Control, Innovation and Firm Performance .
Empirical Evidence from Chinese Manufacturing Companies
ZHANG Juan, HUANG Zhi-zhong
( Business School of Nanjing University, Nanjing, Jiangsu, 210093, China)

Abstract ; Technology innovation is very important to the production efficiency improvement of companies in
the manufacturing industry. In recent years, R&D investment in China has been showing a trend of rapid
growth. However ,researches show that the gaps of innovation inputs between companies are enlarging and the inno-
vation contributions to company performance are still far away from satisfaction. This paper investigates the problems
by discussing the effect of internal control on the innovation activity which includes innovation inputs and innovation
efficiency. According to the literature ,there currently are two main conflicting views :one is the “internal control im-
provement” hypothesis, which states that if internal control is better,the innovation input and innovation efficiency
will increase. And its fundamental theory is that internal control is a systematic mechanism to reduce the agency
costs and information asymmetry in the innovation activities. The other is “internal control paradox” hypothesis,
which states that internal control usually composed of rigid regulations entails low level of flexibility , and this will in-
evitably discourage innovation activities. It is explained by organization theory,and is supported by the recessions of
some famous companies in the 1980s and the surveys about SOX consequences after 2002. This paper categorizes
the theoretical effects of internal control on innovation activity mentioned in the above two hypotheses into mediating
effect and moderating effect, and tests these two hypotheses with data from the public listed manufacturing compa-
nies on the Chinese market from 2007 to 2013. The empirical results show that “internal control improvement” phe-
nomenon does exist in the general sample,but the improving effects are very weak with the 3. 5% mediating effect
and the 0. 7% moderating effect. By grouping the sample according to innovation activeness which is the measure of
innovation risk tolerance ,the weakness of internal control system in each of the three groups is investigated in de-
tails,and the reason for the general weak improvement effect is identified. First,in the group of companies with ac-
tive innovation , internal control has higher mediating effect and can improving performance by stimulating the inno-
vation inputs, but internal control shows no significant moderating effect to improve the innovation efficiency; Sec-
ond,in the group of companies with average innovation activeness,internal control has higher moderating effect and
can significantly improve the innovation efficiency,but internal control emphasis could discourage innovation inputs,
which reflects an “internal control paradox” phenomenon; Third,in the companies with inactive innovation , neither
innovation inputs nor the innovation efficiency could significantly be improved by the internal control, which is the
main reason for the general weak improvement effects of internal control. Further research shows that the specific
components of internal control have different effects on innovation activities. The related significant results are that
components of internal environment and communication contribute mainly to the mediating effect, while components
of control activities contribute mainly to the moderating effect. Based on the results, Chinese manufacturing compa-
nies in general should emphasize the construction of internal control system to enhance innovation. Moreover , the ac-
tive innovation companies with high innovation risk tolerance should improve control activities in order to increase
the moderating effect of internal control system. And the average innovation companies with lower innovation risk tol-
erance should emphasize more on better internal environment and communication in order to stimulate the mediating
effect of internal control system. This paper contributes to the literature by introducing the internal control paradox
hypothesis to enrich the research framework and by proposing the specific effects of internal control on innovation
activity. It also provides important reference to the practitioners about how to renovate internal control system to pro-
mote innovation and enhance firm value.
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