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Development of Key Performance Index(KPI) for R&D
expenditure activities focusing on efficiency of patent

Joon-Ho Lee - Seong-Tae Ha - Byung-Han Bae -
Si-Mon Yu - Dae-Sung Kim + Min—-Hyun Han

Abstract : In order to successfully adopt and implement the Balanced Scorecard(BSC),
firms need to respond adequately to the rapid changes of today’s business environment
and consider the growing importance of non financial factors in the business activities
such as intangible assets(R&D expenditure, patent, goodwill, etc.).

Our primary focus throughout this paper is on developing Key Performance Index(KPI)
of BSC for R&D expenditure activities. In this study, we have developed and named
PEI(Patent Efficiency Index),which is the KPI for R&D expenditure by focusing on the
efficiency of a patent that is the output from the R&D expenditures. Secondarily, we have
attempted to address the solution for the current problems of the traditional R&D
performance measurement by using our developed PEI and examine the usefulness and
effectiveness of the newly developed our PEIL

According to the empirical test results, we find that the PEI is positively associated
with ROA and Tobin's Q, respectively and show that our developed PEI is more effective
and accurate than the traditional R&D performance measurement as a business
performance measurement. Furthermore, these findings proves that we can measure and
evaluate how efficiently the firms perform the R&D activities and shows that the PEI can
be a critical index for evaluating firm’'s business performance related to the R&D

expenditures.

Key Words : BSC, KPI, PEI, ROA, TobinQ
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