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Over the past 40 years, Korea's defense industry has been deepening into a low-efficiency industrial structure as the government

directly controls prices, quantities, and costs. By implementing the Defense Industry Building Act in 2021, the government is

creating a healthy ecosystem for the defense industry and strengthening its global competitiveness. In this study, based on KPC's
Productivity Management System (PMS), a diagnostic model of defense companies implemented since 2013, the on-site diagnosis
was performed from 4 to 28 days depending on the size of the company data was collected based on the results. The causal
relationship was analyzed through structural equation model path analysis for the effect of innovation capability on productivity

performance. As a result, it suggests that defense materials suppliers should focus on which core processes to innovate and strengthen

and improve their innovation capabilities.
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An Empirical Study on the Effects of Defense Materials Supplier's Innovation Capability on Business Performance
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<Figure 1> Productivity Management System Structure
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<Table 1> Productivity Management System Rating Structure
Evaluation Core Process Evaluation
area(points)
. x1 Management Vision 70
10 Leadership(150) x2 Strategic Planning 90
. x3 Innovation Planning 50
2.0 Tnnovation(140) x4 Innovation Development 60
x5 Customer Voice 60
3.0 Customer(120) x6 Customer Engagement 60
4.0 Measurement and |x7 Performance measurement 60
Analysis(90) x8 Information &Knowledge 70
5.0 Human Resource X9 work environment 60
(120) x10 Engagement Management 70
x11 R&D 50
x12 Operation 50
6.0 Process(180) <13 Partner 30
x14 Quality 30
x15 Value-added productivity 40
. x16 Financial Performance 40
7.0 Business
Performance(200) x17 Customer Performance 40
© ¢ x18 Process Performance 40
x19 HR Performance 40
Total 1,000
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1 0°0 o j=4 H 6 o
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Al Stage® TAEHOl Jom, Alxgle] Fals 9
RoadmapS #|A|SkaL ATH14].
PMS9| 5HHA 7]+L <Table 2>9F ZUH20].

<Table 2> Productivity Management System Rating Criteria

Maturity Stage | Satisfaction rate Points Grade

s v 91~100% 901~1000 Level 10
tage

£ 81~90% 801~900 Level 9

S W 71~80% 701~800 Level 8
tage

¢ 61~70% 601~700 Level 7

g 0 51~60% 501~600 Level 6
tage

& 41~50% 401~500 Level 5

s I 31~40% 301~400 Level 4
tage

£ 21~30% 201~300 Level 3

S I 11~20% 101~200 Level 2
tage

¢ 0 ~10% 0 ~100 Level 1

—

Stage 1: Informal System(A|=¥l A %

EAE sjdate o] /Mol &5l o3 54 A3
7F oA A ORE ZREAAE Ao Ho| A
ojuf ol s A A €] g aclol

Stage 2: Repeatable System(7]&2A]Z~E))

54 A3E &7] A% &5 st Aol AZ(Planning)st
3, B3 ¢ 1 AJ3E H7KEvaluation)dHH, ZE2A| =
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Stage 3: Disciplinary System(3A]2~E)
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<Figure 2> Research Model
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AL 93 JAE AAE AAAY} Has wEA] H Y
o] Arts d42

32.1 A 8EA

B oG £HH datas A4 Z2A A
A5 5334 .
4L 9)8l4 SPSS Windows 18.0% 53}o] 291
AAskA T A8 A5 Al 89 FAEE
Cronbach's a A5 o]-&3tth A% A5 (reliability
coefficient)7} 211 41(0.856), F21(0.824), 174(0.0.802),
Z74141(0.790), A4 2H1(0.807), ZZA|2~(0.788) % LIEL

=
U BE 06014 S0 BE Itk meba s B
321 225% 9 zd = 9% 7 RS AR e Ao ASsi
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<Table 3> Demographic Characteristic
Sales(hundred million) OFrequency % Number of Employees OFrequency %
~49 27 17% ~49 32 21%
50~99 56 36% 50~99 51 33%
100~299 29 19% 100~199 42 27%
300~499 14 9% 200~299 11 7%
500~999 8 5% 300~ 20 13%
1,000~ 22 14%
Sum 156 100% Sum 156 100%
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<Table 4> Confirmatory Factor Analysis

. standardized
Counting path coefficient S.E. t-value p
. x1 0.793 0.106 7.48 ok
Leadership factor =
x2 0.823 - - R
) x3 0.718 0.201 3.57 ok
Innovation factor =
x4 0.801 - - -
x5 0.772 0.127 6.08 *kk
Customer factor =
x6 0.795 - - -
x7 1.001 0.236 4.24 ok
Meas. &Analy. factors =
x8 0.757 - - R
X9 0.981 0.199 4.93 ok
HR factor =
x10 0.781 - - -
x11 0.622 0.162 3.84 *kk
x12 0.822 0.127 6.47 ok
Process factor =
x13 0.773 0.127 6.09 ok
x14 0.841 - - R
=275.598(df=155, p=.000), Normed- =1.576, GFI=.644, AGFI=.598, NFI=.694, IF1=.808, CFI=.803 / ***: p<.001
Model fit .. LT
a. CR(Critical Ratio=t-value)
*%p<05, " p<.0L.
Eeh 2 e E0A 8B = BE sl T
ATRES BEne HgE dgon HAYSE 34
N - 3
(Maximum Likelihood Estlmatlon)% /\}%6}9}5}[4] Process
steld] 9] A%, BE W5 FBEe] ZAMl e
el £L LA > 042 HelF ok A
FE Al B (observed variable)7} FA M S - p—— PN . 6.siness Performance
e e N
ol thal F& Q1SS HelE Wik ohet RE i
(B A= XA/ EE A o] BT 1965 oo
_ 3
49 Aem usgth #Ad  acl@Adsel
<Table 4>ollA] & AFE A5 AP Aoz #ad
Lv4 p Lv4
T Atk _ _ .
<Figure 3> Diagnostic Level by Category
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<Figure 5> Research Model Verification Result otk = 7Hdel AEYH S At
<Table 5> Structural Model Path Coefficient Result
Hypothesis Path Sgrg:ﬁ(r:?;?d SE. t-value Result
HI = Innovation .864 220 3.927%** Accept
H2 = Customer 185 128 6.133%** Accept
H3 . = Meas. &Analy 408 255 1.600 Reject
Leadership

H4 = HR 878 092 9.543%#* Accept
H5 = Process .699 206 3.393%** Accept
H6 = Performance 582 218 2.670%%* Accept
H7 Innovation = 201 261 0.770 Reject
H8 Customer = 742 238 3.118%** Accept
H9 Meas. &Analy = Business Performance 369 255 1.447 Reject
H10 HR = -178 286 -0.622 Reject
HI11 Process = 562 169 3.325%** Accept
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