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This study analyzed the impact of Higher-order resources on profit sustainability for domestic companies using a mathematical

statistical model. Higher-order resources refer to resources that do not directly affect profits but influence other resources that

directly contribute to profits. As a result of analysis using 30 years of actual data from more than 650 domestic companies,

the average duration of competitive advantage including high-order resources was found to be about twice as long as the period

suggested by the autoregressive model excluding high-order resources. Through this, if companies want to earn more profits

over a long period of time than their competitors, they must not only possess resources that are more valuable, rare, difficult

to imitate, and non-substitutable compared to their competitors, but also that higher-order resources can contribute to changes

in these resources over time. It was confirmed that it must lead the long-term profit difference. High-level resources include

strategic planning, mergers and acquisitions (M&A) capabilities, and good forecasting.
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<Table 1> Numerical Example
Case 1. Operating resources (\" = 1, A% = 0)
t 0 1 2 3 4 5
y 100 100 100 100 100 100
X 100 100 100 100 100 100
z 100 0 0 0 0 0
Case 2. Higher-order resources (A" = 0, A% = 1)
t 0 1 2 3 4 5
y 100 100 100 100 100 100
X 100 100 100 100 100 100
z 100 100 100 100 100 100
Case 3. Both resources (}\“) A? = 1)
t 0 | 2 3 4 5
y 100 200 300 400 500 600
X 100 100 200 300 400 500
z 100 100 100 100 100 100
Case 4. Eroding resources ()\“’ =09 A% = 03)
t 0 1 2 3 4 5
y 100 120 117 108 98 88
X 100 120 117 108 98 88
z 100 30 9 3 1 0
Case 5. Eroding resources (A" = 0.3, A® = 0.9)
t 0 1 2 3 4 5
y 100 120 117 108 98 88
X 100 120 117 108 98 88
z 100 90 81 73 66 59
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<Table 2> The Impact of Operating Resources and
Higher—-order Resources on the Impact of Profit
Sustainability

Presence of resources Persistence of profit
Operating Higher-order Level Growth
0 - 0 -
R 0 0 R
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<Table 3> Example of Asset Size and Excess Profit

Firm |Excess Profit Rate (Ry—R;)| Assets (Ky) |Excess Profit
A 5% 500 25
B 4% 600 24
C 5% 10,000 500
<Table 4>= A A3 273w 5 F-227] 488k
& YeERAT W] 2A7F 14877701 BR, 95% Al
TZEe] AAGEE £2//14877 = 2001602 A7) 9

PRA PR
7t 2ATE HA59

RS

<Table 4> ACF and PACF

folulehn, dolE e AR % MA 22

Lag(years) ACF PACF
1 0.649 0.649
2 0.487 0.112
3 0.417 0.111
4 0.372 0.074
5 0.334 0.049

<Table 5> Comparison between Models Through
Maximum Likelihood Estimation

AR(1) ARMA(1,1) | ARMA(2,1) | ARMA(2,2)

A 0.668 0.790 0.915 0.907

(0.006) (0.008) (0.007) (0.008)

G 0.401 0.271

(0.018) (0.050)

o -0.231 -0.753 -0.559

(0.015) (0.020) (0.068)

-0.022

6,

(0.022)

AIC 40,148.9 39,928.8 39,732.4 39,726.1
<Table 5>+ 7|§19] Zolojo] gk ARMA K=<
AN =342 Aifoln, 235 ote] At FFAE
etk AR(1) 2o AV Aol A ukEl 0.6-0.9
A W] g JERTE 18y ARMA(2,1)7% ARMA(2,2)
mae] A\ gkel zbzb 0.915¢F 0.907 HlwaH MAS
ARQ2) 825 WiAE A4S AR AV AFpr} e
S 4 F Ak ol ALY VERa S aHEA] &
S A, ol Aol A&l et LPAAE B
7he 5 Qe AT QS RolFErh 3 Sk
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Aol JEFS F= nAIe] G A= ARMAR,1)
7} ARMA(2,2) 2ol A ZH2h 04013} 0.271 2 vhebyto),

mdo] AjAFS AIC @S 7IFeE Adds d
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gk = 5 9tk

<Table 6> ACF and PACF Results for Each Model

Lag ARMA(1,1) ARMA(2,1) ARMA(2,2)
ACF PACF ACF PACF ACF PACF
1 0.024 0.024 0.012 0.012 0.006 0.006
2| -0.074 -0.074 -0.016 -0.016 0.003 0.003
3 | -0.015 -0.011 0.004 0.005 0.000 0.000
4 | 0.024 0.019 0.015 0.015 0.009 0.009
5 1 0.017 0.015 -0.007 -0.007 -0.012 -0.012

<Table 7> A PAT[20]9F 2 A9 ARMAQ2,2) =¢l
4

o A A5k Hep, X2 s,
Aol To B Q7] HUjSEFAA H&E 0.95% FEO
2 V|53t 95 719 2 % Aglo] Zwto] o)) 4| %Ao]

U]x]l—— Oﬂzﬂ;.o_ = 7<]-o] }

H&2 0.51% 2 ax}2F¢l o)

g T e} 7hol] et 2ozt AeS AlARETE
ol Tl AATAE AHs7] 3 A
ol¢] A&Ae] M 7|7t gl AeR F4

o)
b

T A o® et vk, AP

Z3to]9] Aol ) o

¥
o
ul

i
o~
T

=

<Table 7> Comparison with Previous Studies for ARMA(2,2)

Model
Mean(U.S) Mean(KOR) Ratio(%)
A0 0.954 0.907 0.95
A2 0.528 0.271 0.51

kX Box-lenkins ¥4 A¥E 7|22 A4 Hlo|A
S 43319t} <Table 8>S ARMA H|o]A|¢t F
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+2t 5000Hu NEH)HS B3 & A%
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{Table 8> Bayesian Inference Model Comparison

AR(1) | ARMA(1,1) | ARMA(2,1) | ARMA(2,2)
0 0.674 0.753 0.761 0.865
(0.006) (0.013) (0.040) (0.035)
o 0.255 0.151
A
(0.040) (0.069)
o -0.199 -0.463 -0.461
: (0.018) (0.066) (0.082)
-0.105
)
(0.027)
WAIC | 38,1434 39,569.0 35,9932 35,946,8
H S EF A w7 R wo] x|k AlF R A =
MA 2 ARQ) T 827} fonlai, o] 49 AR MA(2 2)
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<Table 9> Post Inference of ARMA(2,2) Model

Mean(SD) 25% | 97.5% Netr R hat

A0 0.865(0.035) | 0.779 | 0916 528 1.0

A® 0.151(0.069) | 0011 | 0277 458 1.0

0.106(0.035) 0.185 534 1.0

0.376(0.082) 0.532 491 1.0

2o Rdg o Ao 7hEAS @
5 yehhE AVe 0.865
C S 1A ASES A= 01512 U

227~05322 Ak 3H

[¢}
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ing o Ri Higher-order Resources
Model Type
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A2 0.151

<Figure 1> Average Duration of Competitive Advantage
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