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Impact of R&D Expenditure Size on Financial Performance
Focused on the IT Service Industry

Yeonhee Lee* - Hyejin Lee**

& Abstract &

Due to economic turbulence and fierce competition in the T service industry, companies have been seeking
breakthrough offerings by investing in research and development (R&D). This paper aims to examine the impact of
R&D expenditure size on financial performance focusing on Korean IT service companies. The expected growth rate
of revenue and net profit in the upcoming two years were analyzed based on three groups according to different R&D
expenditure rates using collected data from 100 of IT service companies. Uniike our presumptions, our finding presents
a non-significant relationship between the R&D expenditure size and companies’ financial performance. An interesting

result among others is that all companies invested in R&D strongly believe there will be an increase of their financial
performance in the future.
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