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Abstract

Purpose - In recent digital information society, the most important factor of to increase the firm value of the distribution
company is not the activity to increase the sales through the general advertisement of the unspecified majority by
purchasing the finished product, but to grasp the needs of the consumers and to develop a new distribution platform that
connects producers and consumers directly through consumer-tailored advertisements centering on e-commerce. Therefore
each company in the distribution industry is spending a lot on research and development investment to innovate the
distribution technology and distribution system, and the research and development investment expenditures can affect firm
value. The purpose of this study is to analyze the impact of research and development investment expenditures in the
distribution industry on market value of the firm.

Research design, data, and methodology — As a research method, the sample firms are those which are listed on korea
stock exchange market from 2011 to 2017 and the research model is Ohlson(1995) model, which is a representative
valuation model using accounting information. This study analyzes the effect of distribution company’s research and
development investment expenditures and advertising expenditures on market value of the firm

Results - The results of empirical analysis show that research and development investment expenditures for developing new
distribution technology and advertising expenditures for promoting sales in the distribution company are all positively related
to the market value of firm. Therefore, in describing market value of the distribution company, it is shown that the research
and development investment expenditures and advertising expenditures together with the net asset and net profit are the
important accounting information that explains the market value of firm. This result show that investment expenditures on
research and development for the innovation of distribution technology of distribution company creates intangible intellectual
assets and increases market value of the firm.

Conclusions - The result of this study shows that research and development investment expenditures for the new distribution
technology as well as the spending for the advertisement in the future is a very important investment expenditures that can
increase the market value of the distribution company.
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Table 1: Industry Distribution of sample

Industry Sample Percentile(%)
Sale of motor vehicles and parts 13 1.54
Wholesale trade on own or on a
fee or contract basis 655 7751
Retail trade 177 20.95
Total Sample 845 100
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Table 2: Descriptive statistics

Variables | Mean Std. Dev. | Median Max Min
P 25,542 | 56,914.13 4,865 415,000 219
BPS 22,830 | 61,293.71 3,971 472,869 | 10.20
EPS 1,705 7,769 111 177,233 |-16,408
Nege 0.32 0.47 0 1 0
RD 97.84 386.91 11.61 9,445.51 0
AD 817.31 4,488.81 8.33 52,672.18 0

Note: 1) Variable definition is as follows ;

P : stock price

BPS : book value

EPS : earnings

Nege : if EPS less 0 then 1, otherwise 0

RD : research and development investment expenditure
AD : advertisement expenditure
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Table 3: Pearson Correlation matrix

Variables| P BPS | EPS | Nege | RD | AD
P | 1.0000
0.8389"**
BPS | Zooot) | 10000
Eps |06017|06360°| | o

(<.0001) | (<.0001)

-0.2377***-0.1832***|-0.2074**

(<.0001) | (<.0001) | (<.0001) | 0000
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0.2961"**|0.2387**| 0.1241***| -0.0800""
RD | (<.0001) | (<.0001) | (0.0003) | (0.0200) | '-0%%°

0.5217*|0.2938"*| 0.2573"** 0.1098"*|0.2554***
AD 1< 0001) | (<.0001) | (<.0001) | (0.0014) | (<.0001) |'-0000

Note: 1) The variable definition: refer to Table 2.
2) **(**, *) denotes that it is significant at the 1%(5%, 10%)

level.
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Table 4: Regression results

Pi = Bo + P1BPSi + BEPS; + PsNEGE; + PsRDi + BsADy + YPcYRw + &t
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Model 1 Model 2 Model 3
Variables
Para meter | t Value Pr > |[t| |Para meter| t Value Pr > |t| |Para meter| t Value Pr > |
Intercept 9224.37 3.54*+* 0.000 7183.54 313" 0.002 6882.67 3.01** 0.003
BPS 0.64 32.91% <.0001 0.59 33.87*** <.0001 0.59 33.21% <.0001
EPS 1.51 9.97*** <.0001 1.19 9.02*** <.0001 1.21 9.18*** <.0001
Nege -7544.98 -3.49"+* 0.001 -5841.58 -3.10%** 0.002 -5726.32 -3.06*** 0.002
RD 15.06 5.74%** <.0001 - - - 6.81 2.95%* 0.003
AD - - - 340 16.67*** <.0001 3.29 15.89*** <.0001
Year Dummy Included Included Included
Adjusted R2 0.7484 0.8116 0.8133
F-Value 251.99*** 303.93*** 283.81**
N 845 845 845
1) The variable definition: refer to Table 2
2) **(**, *) denotes that it is significant at the 1%(5%, 10%) level.
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