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Abstract: Based on 8427 observations from Chinese listed companies over 2010-2014 
timeframe, from the perspective of R&D accounting policy choices, the paper studies 
the moderating effects of government subsidy on the value relevance of R&D 
accounting policy choice by hierarchical regression analysis on classic stock price model 
and split stock price model. The results show that government subsidy not only 
positively moderate the value relevance of R&D accounting policy choice, but also 
positively moderate the value relevance of R&D of capitalization and expensing R&D. It 
is suggested that firms choosing to capitalize their R&D investments can increase the 
market value, and government subsidy can strengthen the value relevance of 
capitalized R&D choice. 
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1. Introduction 
 
R&D is the source of enterprise innovation, it is the important basis the enterprise to 
maintain the competitive advantage in the market competition operation, the key to 
ensure that enterprises become the main body of independent innovation, change the 
current economic growth model to achieve endogenous economic growth. As the R&D 
results have public property attributes, enterprises engaged in R&D can’t get all the 
benefits of R&D results. The positive externalities of R&D outcomes are conducive to 
the improvement of social welfare for society as a whole; But for those engaged R&D, 
is a loss. Simply through the market to configure R&D resources, R&D investment level 
will be lower than the ideal level of society. Government subsidies for R&D firms will 
narrow the gap between R&D investment’s private income and social benefits, reduce 
R&D investment costs, diversify R&D investment risks, promote R&D investment, and 
increase the scale of R&D investment across the society. 
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In 2006, China introduced a new accounting standard system that in consistent with 
international financial reporting standards, Processing of R&D expenditure is changed 
from full cost to capitalization that meets certain conditions, and the effect of this 
capitalization has been strengthened with the introduction of the new income tax law. 
Signal theory points out that the behavior of the enterprise will transmit signals to the 
outside world and guide the external stakeholders change their decisions. Trading 
theory points out that the information is the basis of market behavior, R&D expenses 
change to conditional capitalization, will convey to the market a new set of signals. A 
large number of domestic and foreign literature also shows that capitalization of R&D 
expenditure, which meets certain conditions, is more value relevant than total cost [1] 
[ 2 ][ 3 ].In addition, some papers discuss the relationship between government 
subsidies, R&D inputs and corporate value [4] [5],Most studies have found that 
government subsidies affect R&D investment or influence the relationship between 
R&D investment and corporate value. 

Domestic R&D research on Chinese listed companies mostly from the view of R&D 
investment and enterprise value point, lack the research from the view of the 
relationship between R&D accounting policy choice and the market value, also lack of 
introduction of regulatory variables to explore the relationship between government 
subsidies, R&D accounting policy choice and the corporation value. Therefore, Based 
on 8427 observations from Chinese listed companies over 2010-2014 timeframe, from 
the perspective of R&D accounting policy choices and market value, the paper studies 
the moderating effects of government subsidies on the value relevance of R&D 
accounting policy choice. The research of this paper can expand the existing R & D 
investment research theoretically. In practice, it can provide the empirical evidence and 
decision support for R&D investment and R&D accounting policy choice for 
management and government departments. 
 

2. Research design 
 

2.1 Research assumptions 
 

2.1.1 R&D accounting policy choice’s value relevance 
 
Accounting choice is the decision of an enterprise to influence the structure of an 
accounting system in a particular way [6],For investors, the initiative to disclose 
relevant information of R&D investment and whether capitalized can reduce the impact 
of information asymmetry, increase the confidence of foreign investors to invest in R&D. 
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Aboody & Lev [7],Chan et al. [8] think there is a serious shortage of information 
disclosure of intangible assets, enterprises should provide useful information to users. 
A large number of documents also confirmed that R&D expenditure accounting 
treatment can affect the value of the enterprise. E.g Ahmed&Falk [2] found that 
capitalized R&D investment has the ability to explain the incremental stock price. 
Bosworth [1] use listed companies in Australia as a sample, Jingjing Pan, Wuyang Zhao 
[3] use listed companies in China as a sample, the results confirmed that capitalization 
of R&D expenditure will increase the value relevance of accounting information. In 
contrast, R&D expensing supporters argue that the majority of intangible assets can’t 
be traded and the cost of developing intangible assets is generally far from its present 
value, R&D expensing can eliminate the possibility of capitalization of R & D investment 
projects with low probability of success, also reduce the opportunity that enterprise will 
delay the record of impaired R&D assets [9] [10] [11]. 

With this controversy over R&D investment accounting, more and more empirical 
research is turning to the value of relevance of R&D capitalization and expensing. Most 
literature proves the positive correlation between capitalized R&D and stock market 
price-related variables [12] [13]. Callimaci [14] research on listed companies in Canada 
and found that the current capitalization R&D expenditure is positively related to the 
next period of corporate capital market value. Yufeng Wang [15] found that there is a 
significant positive correlation between capitalization intensity of R&D expenditure and 
enterprise value. Ming Chen [16] study the R&D expenditure of per share and proves 
that R&D capitalization has a positive impact on the performance of enterprises in the 
product market and capital markets. From the above discussion, Foreign research 
about the change of the R&D expenditure conditional capitalization has produced the 
expected positive effect has been carried out in-depth, domestic research literature of 
R&D accounting policy choice is not much, but The existing papers show that R&D 
Accounting policy choice has value relevance. In China's existing accounting policy 
environment, Enterprise management is free to choose the capitalization or expensing 
of R&D investment. This accounting policy option directly affects balance sheet, the 
income statement, the cash flow statement and the relevant financial indicators in the 
current and future period, and affects the investor's confidence and stock price. 
Therefore, the first hypothesis of this paper is proposed: 

H1: R&D accounting policy choice has value relevance. 
 

2.1.2 Moderating effects of Government subsidies 
 
For the establishment of an innovation-oriented country, the implementation of 
innovation-driven strategy, and enterprises play the role of innovation, China's 
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governments have given all-round support at all levels, including direct subsidies, tax 
incentives, government procurement, credit concessions and other special institutional 
arrangements. Government leading theorists argue that both government policy has 
technology-driven and demand-driven effects, reduce the private costs of technological 
innovation and increase the private benefits of investors. On the one hand, a large 
number of studies have found that government subsidies specify the direction of 
technology research for enterprises, encourage enterprises to actively participate in R 
D innovation activities, so as to have a positive impact on corporate innovation 
performance. On the other hand, government subsidies directly lead to an increase in 
accounting profits. So we believe that government subsidies can bring an increase in 
corporate profitability. 

From the perspective of government subsidies affect the technological innovation of 
enterprises, the results of R&D investment are reflected in the research products, as 
the product has a public property, R&D technology will gradually be imitated or 
mastered by other companies, thus there is a phenomenon of competitors’ "free ride".  

Dewei Yang [17] ’research shows that corporate’ R&D did not get higher excess 
profits than the expected level of society. Government R&D subsidies just to make up 
for this loss, ease the market risk. In addition, investors believe that the government 
subsidy is the government's affirmation and support to enterprises, believe that 
enterprises have the ability to fulfill their debt, and are more willing to support 
enterprise R&D projects. Levin and Reiss [18] found that R&D subsidies has a positive 
effect on R&D investment intensity; Hu (2001) [19] found that government’s R&D 
subsidies can improve the enthusiasm of R&D inputs, thus indirectly improving the 
production efficiency of enterprises. Yanhui Gao [4]’s research suggests that 
government’s R&D subsidies will enable investors to think that the R&D projects that 
are subsidized by the government are of high quality, suggesting that the subsidized 
enterprises have good growth ability to increase the investment in R&D funding and 
alleviate the financing constraints of R&D, To promote R&D investment to effective 
output, to achieve economic benefits, thereby enhancing the value of the enterprise. 
Hong Zhou, Jiuqin Lv [5] find that when the government subsidies encourages 
enterprises’ R&D investment, Government subsidies has an incremental effect on R&D 
creates the value of enterprises. 

Consistent with hypothesis 1, corporate R&D activities have characteristics of high 
risk, uncertainty, long income cycle, shaking the confidence of foreign investors R&D 
investment. Enterprises can take the initiative to disclose R&D investment’s 
capitalization information to reduce the impact of information asymmetry, so that 
enterprises can obtain more R&D funds from external financing channels .Yanni Wang 
[20] found that enterprises choose R&D capitalization is conducive to improving the 
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level of investment of R&D and promote the technological innovation of enterprises; 
enterprises choose R&D expensing will not. Therefore, the enterprise's accounting 
policy choices and government subsidies will affect R&D investment, thus affecting the 
enterprise's ability to innovate and profitability, and ultimately enhance the value of 
enterprises. In order to test the incentive effect of government subsidies on the value 
relevance of R&D accounting policy, this paper makes the following assumptions: 

H2: The more government subsidies, the more value relevance of R&D accounting 
policy choices. 
 

2.2 Research methods 
 
This paper takes a combination of normative analysis and empirical analysis. 
Specifically, before the empirical analysis, use the theory and literature of corporate 
value, technological innovation, research and development policies, value relevance 
etc. Combined with the new accounting standards and related management practices 
on the intangible assets, especially R&D investment accounting policy’s requirements 
and background, theoretically analysis and comb the relationship between the 
government subsidies, the R&D accounting policy choice and the enterprise market 
value. In the empirical analysis, the empirical test of the adjustment effect and the 
hierarchical regression is carried out by using the steps of hypothesis, variable design, 
model construction, descriptive statistics, empirical test and result analysis. In the 
process of specific analysis, from the perspective of R&D accounting policy choice, 
value relevance and adjustment effect, we first use the classical stock price model and 
the split stock price model to carry out the regression test of the value relevance of R&D 
accounting policy of listed companies in China. On the basis of this, the government 
subsidies as a regulatory variable, use the hierarchical regression for test of moderating 
effects of Government subsidies on the value relevance of R&D accounting policy. 

Moderating effect testing is one of the important methods of social science research, 
and it is an important means for researchers to explore the relationship between 
multiple variables. Sharma (1981) [21] assumed that the moderating variable is a 
variable that systematically changes the form or intensity of the relationship between a 
predictor and a standard variable. The most essential characteristic of the moderating 
variable is its interaction with some other variables and appear as an interaction term 
in the regression equation. According to the previous literature review and theoretical 
analysis, R&D accounting policy choice does have value relevance, the study also 
proves that R&D accounting policy choice and enterprise market value is positively 
related, and this relationship will be affected by different levels of government 
subsidies, At different levels of government subsidies, the strength of this relationship 
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is significantly different. So we speculate that government subsidies are Moderating 
variables of R&D accounting policy options and corporate market value. 
 

2.3 Data collection 
 
The R&D data and other financial data are from the WIND database, capitalization of 
R&D investment data from the WIND database in the "development spending", 
expensing of R&D investment data from the WIND database in the "profit-based R&D 
costs". If a company then has capitalization R&D investment data, then it is classified 
as capitalized companies, Otherwise it is classified as the expensing companies. 

This paper chooses the data of Shanghai and Shenzhen A-share listed companies 
from 2010 to 2014, and eliminates the ST companies, companies the R&D 
capitalization and expensing data is 0, companies the government subsidies is 0 and 
the financial and insurance companies. After screening, the final 8427 samples were 
observed, of which 1197 in 2010, 1500 in 2011, 1840 in 2012, 1886 in 2013, 2004 2004. 
The sample has 1987 capitalized companies and 6440 expensing companies. Data 
preprocessing is done in EXCEL, descriptive statistics of variables and regression 
analysis of models are done in SPSS19.0. 
 

2.4 Variable design 
 

(1) Explained variable 
Explained variables are corporate market value. Existing research more use the 

financial value indicators, less use the market value indicators. At present, the financial 
indicators which reflect the market value mainly include stock price, stock return and 
Tobin'Q value. In this paper, the stock price (P) adjusted at the end of the year is used 
to measure the market value of the enterprise. 

(2) Explanatory variables 
Explanatory variables are R&D accounting policy options. Based on the Ohlson's 

(1995) stock price model and according to the research needs of this paper, the R&D 
accounting policy (CHOICE), Earnings per share (EPS), book value per share (BVPS), 
adjusted earnings per share (AEPS), adjusted book value per share (ABVPS), 
capitalized R&D per share (CapRDPS), expensing R&D per share (ExpRDPS) is 
selected. 

(3) Moderating variable 
The moderating variable is government subsidies (SUB). Means the amount of 

government subsidies items disclosed by the enterprise in the notes to the statement of 
non-recurring gains and losses. It includes direct subsidies projects such as "scientific 
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and technological achievements to project funds", "technological innovation projects", 
"science and technology awards", "tax incentives", not include tax relief and other tax 
incentives, nor does it include government subsidies that are closely related to the 
normal operation of the enterprise and are in compliance with the national policies and 
regulations and enjoy with a certain standard quota or quantitative continuously. At 
present, the financial indicators that reflect the government subsidies mainly include 
government subsidies/total assets, government subsidies/ operating income, natural 
logarithm of government subsidies, this paper chooses the government subsidies / 
total assets of the year to measure the government subsidies of the enterprise. 

(4) Control variable 
There are many factors influencing the market value of the enterprise. Based on the 

existing research, this paper chooses the logarithm of total assets which reflects the 
size of enterprises(SIZE)、the asset-liability ratio reflects the capital structure(LEV), the 

dummy variable reflects the high-tech industry(HIGH), the annual dummy variable 
reflects the year(YEAR1-4)etc. As control variables. 

The definitions and metrics for the variables are shown in Table 1: 
 

Table 1 Variable definition table 

 
type symbol name value and method description 

Explained 
variable 

P Stock price 
Price adjustment at the end of the 

year 

Explanatory 
variables 

CHOICE 
R&D accounting policy 

selection dummy 
variable 

If the company has capitalized 
R&D inputs, the value is 1; 

otherwise it is 0 
EPS Earnings per share Net profit/total share capital 

BVPS book value per share Net assets/share capital 

AEPS 
adjusted earnings per 

share 
Earnings per share+R&D 

investment per share 

ABVPS 
adjusted book value 

per share 
Book value per share-Capitalized 

R&D per share 

CapRDPS 
capitalized R&D per 

share 
Capitalized R&D investment/Total 

share capital 

ExpRDPS 
expensing R&D per 

share 
expensing R&D/Total share 

capital 
Moderating 

variable 
SUB government subsidies Subsidies/total assets 
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Control 
variable 

SIZE Company Size 
The natural logarithm of the total 

assets 
LEV Capital Structure Total liabilities/total assets 

HIGH High-tech industry 
In the high-tech industry, the 

value of 1, otherwise 0 

YEAR1 
Annual dummy 

variable1 
Based in 2010, if the year for 

2011, the value of 1, otherwise 0

YEAR2 
Annual dummy 

variable2 
Based in 2010, if the year for 

2012, the value of 1, otherwise 0

YEAR3 
Annual dummy 

variable 3 
Based on 2010, if the year for 

2013, the value of 1, otherwise 0

YEAR4 
Annual dummy 

variable 4 
Based on 2010, if the year for 

2014, the value of 1, otherwise 0
 

2.5 Model building 
 
In order to test moderating effects of Government subsidies on the value relevance of 
R&D accounting policy choice, set the following four models: 
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The model (1) adds the R&D accounting policy choice (CHOICE) on the basis of the 

classic stock price model to test the value relevance of the R&D accounting policy 
choice;(CHOICE× SUB).Model (2) on the basis of the model (1) to join the government 
subsidies (SUB) and interactive items of government subsidies and R&D accounting 
policy choice (CHOICE×SUB) to test the Moderating effects of government subsidies on 
the value relevance of R&D accounting policy choice. 
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Model (3) divides earnings per share (EPS) into deductible R&D earnings (AEPS) and 
R&D (ExpRDPS) per share on the basis of model (1). (BVPS) is split into book value per 
share (ABVPS) that do not include capitalized R&D inputs and capitalized R&D inputs 
(CapRDPS). And then add the R&D accounting policy choice (CHOICE) to re-verify the 
value relevance of R&D accounting policy choice, and specifically analysis the value of 
relevance of R&D capitalization and R&D expensing. 

The model (4) adds the government subsidies (SUB), the interactive items between 
the government subsidies and the R & D accounting policy choice (CHOICE×SUB), the 
interactive items of the government subsidies and the capitalized R&D 
(CapRDPS×SUB), interactive items of the government subsidies and R&D expensing 
(ExpRDPS×SUB), to re-verify the moderating effects of government subsidies on the 
value relevance of R&D accounting policy choice, and specifically analyzes the 
moderating effect of government subsidies on the value of relevance of R&D 
capitalization and R&D expensing. 
 

3. Empirical results and analysis 
 

3.1 Descriptive statistics 
 
R&D Capitalization and expensing companies’ annual distribution is shown in Table 2. 
 

Table 2 R&D Capitalization and expensing Companies’ annual Distribution 
 

Sample company 
year 

total 
2010 2011 2012 2013 2014 

Capitalized companies 279 360 414 450 484 1987 
expensing companies 918 1140 1426 1436 1520 6440 

total 1197 1500 1840 1886 2004 8427 
 

From disclosure of R&D information companies from 2010 to 2014 (Table 2), the 
total number of companies that disclose R&D information and the number of 
companies with capitalized R&D inputs are increasing year by year. The total number of 
capitalized companies in the sample companies (1987) is far less than the total number 
of expensing companies (6440), but the proportion of capitalized companies is 
relatively stable (between 22% and 24%). More and more companies disclose R&D 
information shows that more and more listed companies are engaged in R&D activities, 
increase R&D investments, and disclose R&D investment information, they pay more 
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and more attention to ensure that R&D information pass a positive signal.to the market 
investors. 

 
Table 3 Variable descriptive statistics 

 
Variable 
name 

Sample 
size 

Minimum 
value 

maximum 
value 

Mean 
Standard 
deviation 

P 8427 1.1200 209.0200 15.7755 13.96103 
CHOICE 8427 0 1 0.24 0.425 

EPS 8427 -5.4603 14.5800 0.3745 0.55732 
BVPS 8427 -3.4330 48.4340 5.0397 3.05160 
AEPS 8427 -5.4403 15.2034 0.5337 0.63490 
ABVPS 8427 -3.4330 48.4340 5.0206 3.04479 

CapRDPS 8427 0.0000 3.7955 0.0191 0.09574 
ExpRDPS 8427 0.0000 2.6502 0.1591 0.18383 

SUB 8427 0.0000 0.3334 0.0055 0.00922 
SIZE 8427 17.8787 28.4404 21.7872 1.23446 
LEV 8427 0.0075 2.3940 0.4046 0.22471 

HIGH 8427 0 1 0.54 0.498 
 

As can be seen from Table 3: (1) The mean value of CHOICE is 0.24, and the 
capitalized companies in the sample is less than the expensing companies. Most listed 
companies have chosen the accounting method to put R&D into the full expense. This 
shows that although R&D capitalization has many advantages, R&D expensing is still 
the main method adopted by listed companies in China.(2)The capitalized R&D 
investment per share (CapRDPS) is 0.02, the expensing R&D per share (ExpRDPS) is 
0.16,this shows that the capitalization of R&D investment is significantly lower than the 
expensing R&D investment, listed companies currently R&D strength mainly supported 
by expensing R&D strength.(3) The mean of industry dummy variable HIGH is 0.54, 
indicating that the proportion of high-tech companies in the sample accounted for 
more than half, indicating that high-tech companies engaged in more R&D activities, 
and tend to disclose more R&D investment information. In addition, there is a big 
difference in the enterprises’ size and the level of debt. 
 

3.2 Regression results and analysis 
 
This paper uses the method of hierarchical regression to verify the value relevance of 
R & D accounting policy choice and the moderating effects of government subsidies on 
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the value relevance of R&D accounting policy choice. The regression results are shown 
in Table 4 and Table 5. 
 

Table 4 regression results of stock price model 
 

 Model(1) Model(2-1) Model(2-2) 
Constant 79.362*** 78.337*** 78.290*** 

EPS 0.387***(42.326) 0.386***(42.218) 0.386***(42.270) 
BVPS 0.428***(44.688) 0.430***(44.803) 0.430***(44.848) 

CHOICE 0.076***(10.885) 0.075***(10.807) 0.074***(10.689) 
SUB  0.021***(3.005) 0.028***(3.847) 

CHOICE×SUB   0.023***(3.217) 
SIZE -0.293***(-32.801) -0.289***(-32.114) -0.289***(-32.160)
LEV 0.070***(7.631) 0.069***(7.449) 0.070***(7.637) 

HIGH -0.018***(-2.592) -0.019***(-2.722) -0.019***(-2.743)
YEAR1-4 Included Included Included 
Adj.R2 0.597 0.597 0.598 
F value 1248.964*** 1137.395*** 1044.633*** 

N(Sample size) 8427 8427 8427 
Note: *, **, *** show significantly respectively at level of 10%, 5%, 1%. 

 
Model (1) is the direct regression results of R&D accounting policy choice and stock 

price. Table 4 shows that R&D accounting policy choices are significantly positively 
correlated with market value at 1% level. This shows that enterprises choose R&D 
capitalization is conducive to the improvement of corporate market value, on the 
contrary, the choice of R&D expensing is not conducive to improve market value. 
Hypothesis 1 is initially verified. 

The model (2-1) adds the government subsidies (SUB) variable to the model 
(1).From the regression results, there is a significant positive correlation between 
government subsidies and market value at 1%, this shows that government subsidies 
has a direct role in promoting the market value, improve government subsidies, is 
conducive to the implementation of R&D projects, thereby enhancing the 
competitiveness of enterprises and to achieve the market value of enterprises. The 
regression results of the R&D accounting policy choice and the market value are exactly 
the same as the model (1), which further validates the hypothesis 1. 

In Model (2-2), we add the interactive item (CHOICE×SUB) of government subsidies 
and R&D accounting policy choice to the model (2-1). It can be seen from the 
regression results that the interaction between government subsidies and R&D 
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accounting policy choices (CHOICE×SUB) is significant at 1% level. It shows that the 
government subsidies has a positive moderating effect on the value relevance of the 
R&D accounting policy choice. The higher the government subsidies, the stronger the 
value relevance of the R&D accounting policy choice, and the hypothesis 2 is verified. 
 

Table 5 regression results stock price model after splitting 
 

 Model (3) Model (4-1) Model (4-2) Model (4-3) Model (4-4)
Constand 78.723*** 77.846*** 77.824*** 77.953*** 77.751***

AEPS 
0.438*** 
(42.051) 

0.437*** 
(41.965) 

0.438*** 
(42.009) 

0.437*** 
(42.019) 

0.438*** 
(42.095) 

ABVPS 
0.405*** 
(40.329) 

0.407*** 
(40.431) 

0.407*** 
(40.505) 

0.408*** 
(40.598) 

0.408*** 
(40.587) 

CapRDPS 
0.050*** 
(6.542) 

0.050*** 
(6.515) 

0.049*** 
(6.418) 

0.051*** 
(6.660) 

0.049*** 
(6.443) 

ExpRDPS 
-0.084*** 
(-9.649) 

-0.085*** 
(-9.737) 

-0.087*** 
(-9.894) 

-0.088*** 
(-10.034) 

-0.089*** 
(-10.155) 

CHOICE 
0.059*** 
(7.907) 

0.058*** 
(7.869) 

0.058 *** 
(7.837) 

0.057*** 
(7.626) 

0.057*** 
(7704) 

SUB  
0.019*** 
(2.656) 

0.024*** 
(3.272) 

0.021*** 
(3.006) 

0.030*** 
(3.911) 

CHOICE× 
SUB 

  
0.018** 
(2.515) 

  

CapRDPS×SUB    
0.026*** 
(3.741) 

 

ExpRDPS×SUB     
0.028*** 
(3.702) 

SIZE 
-0.288*** 
(-32.302) 

-0.285*** 
(-31.695) 

-0.285*** 
(-31.739) 

-0.286*** 
(-31.797) 

-0.285 ***
(-31.752) 

LEV 
0.061*** 
(6.616) 

0.060*** 
(6.480) 

0.062*** 
(6.648) 

0.061*** 
(6.640) 

0.063*** 
(6.756) 

HIGH 
-0.024*** 
(-3.426) 

-0.025*** 
(-3.520) 

-0.025*** 
(-3.509) 

-0.025*** 
(-3.471) 

-0.025*** 
(-3.484) 

YEAR1-4 Included Included Included Included Included 
Adj.R2 0.600 0.600 0.601 0.601 0.601 
F value 1054.428*** 974.561*** 905.975*** 907.348*** 907.295***

N(Sample size) 8427 8427 8427 8427 8427 
Note: *, **, *** show significantly respectively at level of 10%, 5%, 1%.\ 
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The model (3) further examines the value relevance of R&D accounting policy 
choices with the split stock price model, and specifically analyzes the value relevance of 
R&D capitalization and R&D expensing. Regression results in Table 5 show that R&D 
accounting policy choice and enterprise market value, R&D capitalization and 
enterprise market value are significantly positive correlated at 1% level, while the R&D 
expensing is negatively correlated with the corporate market value at the 1% level. 
This shows that enterprises choose R&D capitalization is conducive to the promotion of 
enterprise market value, at the same time, choose R&D expensing is not conducive to 
improve the market value of enterprises, once again verified the hypothesis 1. 

The model (4-1) adds the government subsidies (SUB) on the basis of the model (3), 
and further validates the effect of the government subsidies on the market value by 
using the split stock price model. From the regression results, it can be seen that there 
is a significant positive correlation between government subsidies and market value at 
a level of 1%, which shows that government subsidies have a direct effect on market 
value. 

The model (4-2) adds the interactive item (CHOICE × SUB) between the government 
subsidies and the R&D accounting policy choice on the basis of the model (4-1). The 
regression results show that the interactive item is positively related to the market 
value of the enterprise at the level of 5%. The government subsidies has positive 
moderating effects on the value relevance of the R&D accounting policy choice, and the 
hypothesis 2 is verified again.  

The model (4-3) adds the interactive item between the government subsidies and 
capitalized R&D per share (CapRDPS×SUB) on the basis of the model (4-1). The 
interactive item is significant at the 1% level and the symbol is positive, indicating that 
government subsidies has positive moderating effects on the value relevance of R&D 
capitalization, and the higher the government subsidies, the stronger t the value 
relevance of R&D capitalization.  

The model (4-4) adds the interactive item between the government subsidies and 
the expensing R&D per share (ExpRDPS×SUB) on the basis of the model (4-1). The 
interactive item is significant at 1% level and the symbol is positive, it shows that the 
government subsidies has moderating effects on the value relevance of R&D expensing. 
The higher the government subsidies, the stronger the value relevance of R&D 
expensing. The regression results of model (4-2), (4-3) and (4-4) also validate 
hypothesis 2, which shows that raising the government subsidies can improve the value 
relevance of R&D accounting policy choice. 
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4. Analysis conclusion 
 
Different from the previous research that from the perspective of the R&D investment 
level, in this paper, from the perspective of accounting policy selection of R&D 
capitalization and expensing, takes 8427 listed companies with R&D inputs from 2010 
to 2014 to test the moderating effects of Government subsidies on the value relevance 
of R&D accounting policy choice. Through the study, the following basic conclusions are 
drawn: (1) R&D accounting policy choice has value relevance. At the same time, R&D 
capitalization investment is positively correlated with the market value of the enterprise, 
and R&D expensing investment is significantly negatively correlated with the market 
value of the enterprise. This shows that enterprises choose to invest R&D capitalization 
can increase the market value of enterprises, on the contrary, companies choose to 
R&D expensing will not increase the market value of the enterprise.(2)The government 
subsidies has positive moderating effects on the value relevance of R&D accounting 
policy choices. At the same time, government subsidies positive moderating effects on 
the value relevance of R&D capitalization inputs and the value relevance of R&D 
expensing. This suggests that firms choose to capitalize R&D can increase market 
value, and government subsidies reinforces this value relevance of capitalized R&D 
options. 

R&D expenditure capitalization reduces the asymmetry of information both inside 
and outside the enterprise, so that enterprises can obtain more R&D funds from 
external financing channels. Improve government subsidies, can promote the 
implementation of R&D projects, thereby enhancing the competitiveness of enterprises, 
and ultimately increase the market value of enterprises. Therefore, government 
subsidies are conducive to improve the value relevance of capitalized accounting policy 
choice for R&D expenditure. According to the research result above, make the 
following recommendations for the business management and government 
departments: (1) Management can choose and disclose the information of the R&D 
accounting policy choice to improve the market value of the enterprise, so that the 
information users can know the detailed process of enterprises’ R&D activities, 
estimate the probability of successful development projects to assess the current 
market value and future investment value of the enterprises. (2) The government 
should increase of corporate subsidies, at the same time, collect information of 
enterprises that apply for subsidies at the same time and process and compare the 
information, organize professional bodies to assess the qualifications of R&D projects, 
and constantly improve the R&D project identification system to ensure the R&D funds 
be used meaningfully. 
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