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Abstract The purpose of this study is to investigate the actual effect of government R&D support and
regulation as a policy on technology innovation of SMEs. Because the previous studies did not consider the
endogeneity of R&D support and made inconsistent conclusions in the case of regulation, the empirical research
was conducted by logistic, negative binomial regression and 2SLS analysis for 1,223 SMEs. The analysis
results show that government support has the effect for technology innovation even considering the endogeneity
of government R&D support, and government regulation has a positive effect on technology innovation which
supports Porter's theory. These results imply that government R&D support is important in inducing technology
innovation because of the vulnerability of SMEs technology development environment and government should
foster SMEs technology innovation through appropriate regulation policies rather than unconditional deregulation.
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(Table 2) Results of logistic regression and negative
binomial regression

Technology | Technology | Product Process
Variables Opportunity | Extension | Innovation | Innovation
B B B B
Eﬁi ("’Svfggonl’fm 0196%xx | 014600 | 0007w | 00720k
ory
vari | Regulatory | o 0000 1 0074 | 01630 | 0237
able| Parriers
Average life
span of the 0.000 0.000 -0.001 0.000
product
Laboratory | ) eosuns | 03450 | 0528w 0271
status
Ratio of
R&D 0.735 1.737#x 0972 =3.316%xx
workforce
R&D
investment 0.031 0.08%x 0.081 5 0.162+3
log value
| Sdleslog b ho0n | 0009k | 0004 | 0002
Cont| value
rol | Amount of
vari| export log 0.001 -0.001 0.041 5 0.019
able value
Petroleum-
Chemical 0.45%x 0.111 -0.263 0.046
Nonometal | 50 | 0303e | 0066 | -0.1%
Metal
Machinery*
 Precision | o5 | odezer | 0013 | 0061
mstruments*
Electronics
Transport
. 0.5445 04415 | -0.644x 0.362
equipment
Other . .
S — 0.766% 0.656% 0.269 0.187
Constant ~1.633kx | —1.88#k -0.079 — 16495
Log likelihood -738 -2251 -660 =778
Pseudo R2 0.1289 0.0603 0.0773 0.0727

Note : Significant at the * 10%, ** 5%, *** 1% confidence level.
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(Table 3) 2SLS analysis results

Technology | Technology | Product Process
Variables Opportunity | Extension | Innovation | Innovation
B B B B
fﬁl Government | 610, | 0399k | 0489ssx | 039958
support
ory
vari | REURION | o007 1 o7 | 005 | 0145w
able|  bartiers
Average life
span of the 0.000 0.001 -0.002x -0.001
product
Laboratory | o soq | 0141 | 0245 | 0065
status
Ratio of
Cont R&D -1.62x 0.205 -1.317 ~5.208xx
rol | workforce
vari R&D
able| investment -0.045 0.04 -0.006 0.105%x
log value
Sales log | g o7as | 00074 | 00074 | -0.003
value
Amount of
export log -0.029 -0.017 0.012 -0.009
value
Constant —0.712# | —1.388%sx 0.533 —1.366%x
Log likelihood | -760.81271 | -2275.5977 | -661.02137 | -777.35416
Pseudo R2 0.1023 0.0503 0.0769 0.0739

Note : Significant at the * 10%, ** 5%, *** 1% confidence level.
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