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Abstract

This study empirically analyze the effect of government R&D investment to find out whether
it complements or substitutes for the firm R&D. In order to do it panel data set was constructed
for the period of three years from 2012 to 2014 based on the number of 1301 data by utilizing
national technology information service(NTIS) and publicly announced financial statement.
Analysis was implemented in consideration of size of the firm(large corporation, small and
medium sized firm) of which sample was obtained from only listed company. The result of
two-way fixed effect model and two-way random effect model is as follows. In case of large
corporation, government R&D investment has an effect of substitute for the company’s R&D on
the other hand, small and medium sized firm shows an complementary effect. It verifies that
current R&D policy is appropriate. Therefore government's direct subsidy is expected to be
successful to fertilize firm’s innovation by allocating government R&D budget efficiently.
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