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<Abstract>

Objectives : The aim of this study was to analyze the influence of foreign and institutional investors
in the pharmaceutical industry on R&D investments. Methods : The empirical analysis was done for
the years 2009 to 2013 which examined the period after the influence of the financial crisis. Financial
statements and comments in general and internal transactions were extracted from the TS-2000 of the
Korea Listed Company Association. STATA 120 was used as the statistical package for the panel
analysis. Results : The results show that the shareholding ratio of foreigner investors turned out to
have a statistically significant influence on R&D investment. No statistical significance was found in the
shareholding ratio of institutional investors. Conclusions : The findings of this study, which indicate
that a higher shareholding ratio of foreigner investors leads to greater R&D investment, indicate that
foreign investors directly or indirectly impose pressure on a manager to make R&D investments for the
long-term.
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Focused Foreign and Institutional Investors
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<Table 1> Descriptive statistics

Obs  Mean SD Min Max
RD 328 7.11 8.99 1.51 84.12

FOR 328 5.91 9.89 0.00 59.12
INS 328 1.51 5.12 0.00 49.05
OWN 328 37.02 13.54 2.79 81.21

LiQ 328  368.64 281.12 33.25 1945.87
ROl 328 472 9.12  -64.11 45.65
LEV 328 69.11 89.22 1.21 1342.82

SIZE 328 8.12 0.51 6.57 10.11
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<Table 2>Pearson’s correlation coefficients
RD FOR INS OWN LIQ ROI LEV SIZE
RD 1
FOR 0.0041 1
INS -0.0872x  -0.0152* 1
OWN -0.1471+* -0.0175 -0.1242+ 1
LiQ 0.2534+ -0.0412 -0.0671 0.0522 1
ROl -0.2154«  0.2151% 0.0712  0.1957« 0.1722+ 1
LEV -0.672 -0.1211* 0.2124»  —0.0812* -0.3911% —0.2899% 1
SIZE 0.0421 0.4215% 0.089  -0.2511 -0.3911% 0.1211% 0.1327+ 1
*xxp<0.01, **p<0.05, *p<0.1
<Table 3> Panel regression
Model 1 Model 2 Model 2
Coef SE Coef SE Coef SE
FOR 0.0491 %% 0.0293
INS -0.0039 0.0322
OWN 0.0413%%* 0.0115 0.0434%%* 0.0129 0.0441 %% * 0.0132
LQ 0.00131%* 0.0009 0.00132+* 0.0008 0.00192%* 0.0008
ROl -0.0042 0.0322 -0.0041 0.0429 -0.0023 0.0423
LEV -0.0021 0.00234 -0.0035* 0.0023 -0.0033* 0.0023
SIZE 3.326%x 1.122 3.399%+ 1.342 3.223%+ 1.529
constant =22 111 %% 9.153 —19.432+* 7.421 =22 425 9.4123
obs 328 328
Adj R 0.132 0.089 0.092
D 70 70

«x%p<0.,01, *xp<0.05, *p<0.1
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