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An Analysis on the Costs and Outcomes of
Green Technology Innovation :
Focusing on Production Innovation Activities
in Manufacturing SMEs in Korea

Jaemin Park - Sunwoo Kim

Abstract : When assessing environmental or other regulatory programs, economists
and other policy analysts have traditionally used the approach that consists of comparing
the benefits from regulation with the costs that must be borne to capture these benefits.
The vast majority of economic analysis of regulation was based upon the assumption
that regulations increase production costs. Porter had disputed this seemingly
straightforward claim. In his view, economists had failed to incorporate the capacity of
stringent regulations to induce innovation into their analysis. However, at the same time,
the hypothesis had been criticized by economists. This study analyzed the determinants
of innovation performances as well as activities of small and medium manufacturers,
based on a recently held survey among mainly manufacturing SMEs in Korea. In
particular, this study took the level of innovation activities, the strength of environmental
regulations, and moreover the impediment that the company went through as factors. In
addition, the characteristics of innovative SMEs were compared with the other
counterparts. The empirical analysis revealed that the level of environmental awareness,
existence of innovative activities, characteristics of firms, and moreover the innovation
types are the most important determinants of SMEs’ innovation performance both in

technology as well as in economic perspective.

Key Words : Green Strategy, Porter Hypothesis, Environmental Cost, Technology

Innovation, Spillover Effects
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