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Abstract

Purpose: This empirical study is focused on the relationship between innovation capability (R&D and Human
Resource innovation) and performance in knowledge-based service firms.

Methods: We build research model to test how each of innovation capability on technology and human resource
is influenced on their financial and non-financial performance in the knowledge-based service industries.
Based on the previous research, we hypothesized the factors are regarded innovation capabilities of the firms
as the scale of R&D and human resources. Because this study is especially targeted to the performance
of knowledge—based service firms. With the survey on 424 main knowledge—based service firms, the multi-re—
gression analysis was performed.

Results: The result showed that the scale of R&D and human resources capabilities are main factors for
knowledge-based service firms' performance, which reflects the current industrial structure.

Conclusion: This study empirically demonstrated that human resources are most important to the growth
of knowledge—based service firms.
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Figure 1. Research Model
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Table 1. factor matrix

Factor
HR R&D
Level .759 .333
Education .756 .024
R&D ability 720 .066
R&D Investment 126 .842
R&D headcount .090 .828

nt
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Table 2. multicollinearity result

tolerance limit VIF
R&D 0.966 1.035
independent variable
HR Innovation 0.970 1.031
total Headcount 0.388 2.575
Control firm years 0.902 1.108
variable industry 0.959 1.043
Sales 0.406 2.463
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Table 3. Regression Analysis

financial performance non-financial performance
Sales Fofitabilit market |achievement of | efficiency of Service
p Y share strategy goal | firm activity Quality

& t 1.167 0.291 1.561 1.078 2.090() 3.6150++)

R&D
p-value 0.244 0.771 0.119 0.282 0.037 0.000
HR t 3.814(xx) 2.735(%) | 3.646(+*) 3.535(*) 3.378(*) 3.524(+x*)
Innovation | p-yalue 0.000 0.007 0.000 0.000 0.001 0.000
t 0.330 1.246 1.236 1.516 0.348 -1.475

firm years
p-value 0.742 0.213 0.217 0.130 0.728 0.141
t -1.306 -1.397 -1.479 1.019 =2.834(*) | =3.223(+x)
industry

p-value 0.192 0.163 0.140 0.309 0.005 0.001
S t -0.300 -1.336 0.378 1.840 -0.804 -0.934

ales
p-value 0.765 0.182 0.705 0.067 0.422 0.351
t -0.503 0.917 -1.383 -1.178 -0.990 -0.632

total headcount

p-value 0.615 0.360 0.168 0.240 0.323 0.528

#p<0.05, **p<0.01
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