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Determinants of Korean Firms’ R&D Outsourcing

Hyojeong Lim - Won-Young Lee

Abstract : This paper aims to analyze the relationship between R&D outsourcing ratio
(external R&D expenditures out of total R&D expenditures) and firm characteristics. Four
hypotheses are tested using firm-level data with Tobit regression method. The major
findings of this paper are as follows. First, firms with high technological capabilities,
which are measured by R&D expenditures per sale and the number of patents per
employee, rely more on R&D outsourcing. Nonetheless, firms that own R&D centers tend
to rely less on external outsourcing of R&D. Second, firms with high managerial
innovation capabilities, which is measured by the introduction of IT solutions, show higher
R&D outsourcing ratio. Third, bigger firms are likely to spend more in external R&D than
in internal R&D. This paper also discusses implications on R&D policy of Korea,

Key Words : R&D Outsourcing Ratio, Technological Capabilities, IT Solutions, Firm Size
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