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Korea’s main manufacturing industries, which have led its economy for the past three decades, are faced with a serious downturn
and loss of competitive advantages due to the current economic depression, China’s rise, and the drop of oil prices. Korean
business firms must adopt the paradigm shift in their value strategies, along with a government-led industrial restructuring in
order to gain sustainable competitive advantages. Business firms allocate their limited resources between value creation and value
appropriation, however, what effect does strategic emphasis on value creation versus value appropriation have on a business
firm's financial performance? This paper empirically addresses this issue by examining the effect of shifts in strategic emphasis
on stock return. Furthermore, this study examines appropriate choices of strategic emphasis to gain differential financial performance.
The data set used in this regression analysis comes from the KISLINE database of NICE Information Service. The variables
that form the basis of this analysis are stock return, ROA, and Strategic Emphasis [(advertising expenditures-R&D expendi-
tures)/assets]. The interactive effect with situational factors regarding the firm and the type of technological environment in which
the firm is operating was also analyzed. Our results show that investors acknowledge a shift of strategic emphasis as a sign
of stock valuation. In comparison to US, Korean business firms have weak value creation capabilities in high-technology industries,
and weak value appropriation capabilities in low-technology industries. This proves Korean firms are fast followers in the global
market. Our findings suggest that Korean firms have to adopt a balanced value strategy, nurturing value creation and developing
value appropriation for overcoming the current economic downturn and becoming a first mover in the dawn of “Industry 4.0.”
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<Figure 1> Marketing Strategy and the Sustainable Competitive
Advantage Framework
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<Table 1> Industry Affiliation : High-, Stable-, and Low-
Technology Groups

High-Tech Stable-Tech Low-Tech
Pharmaceuticals Chemicals Food
Computers Rubber - pastic Tobacco
Instruments Fuel, Metal Textile
Semiconductors Industrial Machinery Apparel
Telecommunications | Aircraft Paper
Automotive Forest
Electrical Equipment Furniture
Miscellaneous Manufacturing | Building Materials
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{Table 2> Descriptive Statistics(Comparison between Korea and America)

Full Sample High-Tech Stable-Tech Low-Tech
Korea America Korea America Korea America Korea America

Stock Return

Mean 34 27 25 28 .39 26 31 24

S.D. (77 (87) (.60) (91) (.89) (.88) (.56) (.69)
ROA

Mean 062 .087 .068 .052 061 .099 058 145

S.D. (.06) (22) (.08) (28) (.05) (.19) (.04) (11)
SE

Mean -.0007 -.024 -.03 -.07 -.002 -.007 .026 .049

S.D. (.07) (11) (.12) (11) (.03) (.10) (.03) (.08)
No. of Observations 1,000 3,480 198 1,288 557 1,770 245 422
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<Table 3> Descriptive Statistics(Industries)

ICT Chemicals Food

Stock Return

Mean 194 333 288

S.D. (.558) (.618) (.493)
ROA

Mean .081 066 071

S.D. (.074) (.051) (.040)
SE

Mean -.046 .008 .046

S.D. (.152) (.040) (.029)
No. of Observations 113 250 128
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<Table 4> Correlation Matrix

StkRi ROA SEit AROA ASEi

StkRjt 1.0

ROA; 156 1.0

SEi -.003 039 1.0

ok *k
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ok ok

ASEj; 069" 165 -.262 004 1.0

p < .05 “p<.01, "p < .00l
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<Table 5> Stock Market Reaction to Changes in SE(Comparison between Korea and America)

Full Sample High-Tech Group Stable-Tech Group Low-Tech Group
Korea | America Korea | America Korea | America Korea | America
Model : StkRi = ao+ a;AROA; + axASE; + a1 AROAASE; + 02,SE;i.1 ASE; + &5
AROA 375" 158" 3157 136" 383" 1.80"" 2.68° 3,097
(1.72) (15.26) (6.17) (9.49) (4.35) (10.85) (2.28) (6.45)
ASE 2.03" 118" 111 201 15.05™ 150" 2043" 91
(2.23) (3.54) (1.58) (3.61) (3.33) (2.83) (2.84) (.55)
-16.46"" 3737 14517 279" 53.47 5377 -35.75 -14.77
AROAXASE (-3.68) (693) (-437) (3.91) (81) (5.93) (-395) (-142)
SE. xASE 1.52 -61 617 6.00 -103.95 -3.44 -152.74 -5.80
(1.52) (-.59) (.808) (2.91) (-2.23) (-2.59) (-1.618) (-91)
R’ 07 20 23 26 07 22 10 43
No. of Observations 1,000 3,480 198 1,288 557 1,770 245 422

1) t-statistics are in parenthesis.

2) 'p < .05, "p < .01, p < .00l
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<Table 6> Stock Market Reaction to Changes in Strategic
Emphasis(Industries)

ICT Chemicals Food
3357 5.847 3.53°
AROA (4.74) (6.35) (2.37)
154" 3.02 2026
ASE (2.36) (45) (2.96)
15547 -167.72° 61.15
AROAXASE (-5.14) (-2.48) (.70)
966 2053 -151.06
SE.1xASE (1.39 (-45) (-1.77)
'Y 31 16 23
No. of Observations 113 250 128

1) t-statistics are in parenthesis.
2) 'p<.05 “p<.01, Tp<.00L
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