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Analysis on Time Lag Effect of Firm’s R&D Investment

Hun-jun Lee - Chulwoo Baek - Jeong—-dong Lee

Abstract : R&D investment also has a gestation period similar to other investments in
economics. The gestation period originates from time lag effect of input and output. Thus
it 1S necessary to consider time lag effects when analyzing the relationship between
firms’ R&D investment and R&D performance. The main objective of this research is to
estimate the length of time lag effect of R&D investment. The Almon distribution lag
model was applied to estimate the time lag effect. The firm level panel dataset was
established from 2002 to 2009. The net value of R&D investment and the number of
patent applications were used to measure R&D input and output, respectively.

This method found the estimated time lag to be 1~2 years across all datasets. The
same analyses were applied to chemical, metal, electronic, exact science, and machinery
industries’ data. And we found there were differences among sectors in regard to the

time lag effect.
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