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Abstract In this study, an empirical analysis using Difference-in-Difference(DID) methods was
conducted based on the data of domestic defense companies to look at the impact of government
support on the performance of these defense industries. As a result, we found that the volume of sales
and assets of defense enterprises does not increase or decrease solely on the benefit of government
support. In addition, government support for net profit to total sales ratio and net profit to total assets
ratio improved significantly, but the effect was only seen in the short term. Unlike previous studies that
focused on identifying the existence of differences between industries, our research is different in that
it is the first to analyze empirically within the Korean defense industry. It is also theoretically
meaningful in that it looked at the effects of government support, especially in industries with unique
characteristics that have yet to be known.
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Table 1. Discriptive Statistics

Item obs Mean | Std.D. | Min Max
overall | N=196 | 24.91 | 1.69 | 21.91 | 29.47
(LmSales between | n=49 1.69 | 22.18 | 29.35
within t=4 22 2381 | 25.72
overall N=196 | 5.42 1.22 277 | 827
(Ln)Size between | n=49 122 | 339 | 815
within t=4 13 470 | 576
overall | N=196 | 25.16 | 1.65 | 21.30 | 29.05
(Ln)Capital | between | n=49 1.66 | 21.79 | 28.90
within =4 15 | 2467 | 25.75
overall | N=196 | .03 .30 -98 | 354
Net profit/ between | n=49 A7 -.b5 .88
sales
within t=4 25 | -1.20 | 2.69
overall | N=196 | .04 .20 -65 | 240
Net pl_'oﬁt/ between | n=49 .10 -.18 62
Capital
within t=4 17 -83 | 1.82
overall N=196 .61 49 0 1
oo | between | n=49 4 | o | 1
within t=4 0 .61 61
overall | N=196 | .29 45 0 1
GOV Support | between | n=49 .46 0 1
within t=4 0 .29 .29
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Table 2. Estimation Results of Difference-in—Difference

Item Sales Capital Net profit/ | Net pTOW

sales Capital
Cosf | 1187 -1.096 -.234% -.169*

(718) (679) (.094) (.063)

t p 100 108 014 .008
R? 02 02 06 06

Coof | 1001 -1.027 3754 146

(.710) (.679) (.088) (.064)

"

1 126 132 000 023
R? 03 03 a7 12

Cosf 1.113 1.081 -.049 -.019

(772) (.726) (.097) (.064)

w2y 151 138 616 770
R? 02 02 05 04

Coet 1.424 1.216 151 -.099

¢ (849) (.805) (103) (.067)

-

3 D .095 133 143 143
R? 02 02 07 .05

Note: *, ** and *** indicate significance at the 5%, 1%, and 0.1%
levels, respectively. Standard Error in parentheses.
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