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Abstract This research aims to empirically investigate the innovative effects of 2012 Cosmetics Act amendment on
the cosmetics industry. By utilizing production data from the Korea Food and Drug Administration for the period
2008-2014 and estimating a panel fixed-effects model, the study demonstrates a significant positive correlation
between the legislative revision and firm production. Additionally, it is observed that both the number of brands and
new products per manufacturer significantly increased following the amendment. Further, this study shows a
significant positive correlation between the amendment and the potential market size, with the potential market size
positively correlated with innovation. The findings of this study highlight that government regulatory improvements
can positively impact industrial innovation and promotion.
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[Fig. 1] CAGR before and after 2012 cosmetic act
amendment
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(Table 2) Panel Fixed—Effects Estimation Results
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