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A sectoral comparison of the influence of the intellectual
property rights system on technological innovation and
financial performance: Korean pharmaceutical, semiconductor

and shipbuilding industries

Kyung—chul Cho - Chang-seok Kim - June-seuk Shin

Abstract : Despite many theoretical and empirical studies, general causality between
IPRs system, firm technological innovation and financial performance is not clear. This
study notices that the core factor to create financial performance is different by each
industry. The study analyzed the effect of IPRs system on innovation and economic
growth targeting 3 industries; pharmaceutical industry to which the basic track of
creating performance is applied (strengthening IPRs — increasing R&D input/output —
increasing sales); semiconductor industry where the relationship between stronger IPRs
and R&D input/output is weak; and shipbuilding industry which has weak correlation
between R&D and sales. It used panel data for 15 years since TRIPs when the patent
institution in Korea reached up to the level of advanced countries, and applied the
dynamic regression model which estimates the fixed effect model with difference-GMM.
As a result, stronger IPRs increased R&D input/output, and financial performance in
pharmaceutical industry, but has no influence on semiconductor and shipbuilding
industries. That is, it is necessary to customize the construction of system and policy for
strengthening IPRs by each industry, and unitary strengthening or weakening may have

no significant impact on financial performance improvement in specific sectors.

Key Words : intellectual property rights, technological innovation, financial

performance, pharmaceutical, semiconductor, shipbuilding
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