http://dx.doi.org/10.14383/SIME.2017.25.4.239

AE 0] 719 9]

<E Z>

m. A7

T
xr
]

o 2= o] 7edile] 7]

=P
R I S

i
)
B/
ol
by
1]

—~
o

)
el
;OO
3

i
I~

o} 7] 9]

3|
s

2 39

B

—_—

X

]

J(HCCP), 9] 1xH20054) ~6xH20151) A}

A4l

)
A

B

o

o}

el
0SS

J)

A2} (jhjung@snu.ac.kr)

Al

stul FAAALE e WrAFEA  (cu8907@snu.ac.kr)
/



The Impact of Corporate Product Innovation on the Firm’s
Revenue and Financial Stability

Dong-Geon Lim - Jin Hwa Jung

Abstract : This paper analyzes how corporate product innovation affects firms’
revenue and financial stability, and thereby draws the implications for the corporate
strategy for sustainable growth. Corporate product innovation is defined as the
development of new products within the firm, including bought-in products. Corporate
revenue is measured by per capita sales and its growth rate, while financial stability is
measured by debt-to-equity ratio and liquidity ratio. In the empirical analysis, the
two-stage estimation method was used to control for the endogeneity of new product
development. The data are drawn from the first (2005) to the sixth (2015) wave of the
Human Capital Corporate Panel (HCCP) Survey, which are matched to the data from the
Korea Investors Service (KIS). The results of the first-stage estimation indicate that
product innovation of the firm is promoted by the firm's knowledge capital stock, human
resources investment, and market-leading strategy. The second-stage estimation results
indicate a positive relationship between the firm’s level of activity in product innovation
and short-term revenue (per capita sales and its growth), and financial stability (lower
debt-to—equity ratio and higher liquidity ratio). These findings confirm that the firm’s
investment in technology innovation and subsequent product innovation are important

strategies to enhance both short-term corporate revenue and long—term financial stability.

Key Words : Technological innovation, Product innovation, Revenue, Sales, Financial

stability
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