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IFRS allows for the recognition of intangible assets for R&D expenditures that meet the requirements.
However, because the requirements for recognition as an intangible asset are ambiguous and difficult to
determine objectively, the capitalization of R&D expenditures leaves much room for management discretion.
Therefore, we expected that business strategy, which is the comprehensive contextual information of a
firm, can explain the discretionary accounting choices related to R&D expenditures.

This study analyzes firms listed on the Korean Stock Exchange from 2011 to 2021. To test the first
hypothesis, which is whether the capitalization choice of R&D expenditures differs depending on the
business strategy, we found that the capitalization rate of R&D expenditures is higher in the case of a
leading strategy, and that Prospectors recognize more R&D expenditures as assets. The second hypothesis
is whether the relationship between accounting choices for R&D expenditures and firm value varies by
business strategy. The results show that for Prospector, recognizing more R&D expenditures as assets
has a negative impact on firm value.

The contribution of this study is to provide evidence that managers” discretionary accounting choices
regarding the capitalization of R&D expenditures depend on business strategy and affect firm value.

Keyword: Business Strategy, R&D costs, Capitalized R&D, Firm value
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CapRD = ag + biStrategy + boSIZE
+ bgLEV + b4ChS + b5ROA + bGCFO
+ byTAX + bsBTM + boRD + bigFore
+ b1;0wn + bisBigd + bisMarket
+ b1 AGE + Year Dummy
+ Industry Dummy + & 21(1)

CapRD = by + biProspector + boDefender
+ bsSIZE + bsLEV + bschS + bgROA
+ b7CFO + bsTAX + bgBTM + b1oRD
+ buFOI"e + blzown + b13B1g4
+ biuMarket + bisAGE + Year Dummy
+ Industry Dummy + & 21(2)

CapRD 7j] sl =] Aeshaol/ 344
Strategy : A9k x4

Prospector @ ZAGAFAF7}F 24414 304 Atel
A+ 1, ol 0
Defender : ZAAZEAF7E 6504 125 Aol
%1, w0
SIZE S 719 E=In(EAR
LEV D FARE =FRA /F A
chS CHEY A E=EIHFY /A7 &
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+ bsStrategy*CapRD + bsSIZE A7l dFE & & vk FARE(LEV)S 8
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(Table 2) 7l=&8AIZ

A7tx|ofl ofRl= S

Panel A AAFEL 71&EAH
N

T mean se(mean) p25 p50 p75
CapRD 10524 0.25 0.03 0.00 0.00 0.00
TobinsQ 10524 1.36 0.01 0.82 1.02 1.47
Strategy 10524 0.52 0.00 0.41 0.52 0.62

SIZE 10524 26.23 0.01 25.21 25.96 26.98

LEV 10524 0.44 0.00 0.27 0.44 0.59

chS 10524 0.12 0.03 -0.06 0.04 0.16

ROA 10524 0.01 0.00 -0.01 0.02 0.06

CFO 10524 0.04 0.00 0.00 0.04 0.09

TAX 10524 -0.28 0.37 0.00 0.10 0.22

BTM 10524 1.29 0.01 0.59 1.05 1.72

RD 10524 0.02 0.01 0.00 0.00 0.00

Fore 10524 0.00 0.00 0.00 0.00 0.00

Own 10524 0.28 0.00 0.17 0.25 0.36

Big4 10524 0.45 0.00 0.00 0.00 1.00
MARKET 10524 0.48 0.00 0.00 0.00 1.00

AGE 10524 19.48 0.12 11.00 18.00 27.00

Panel B A&% A 229 7|&5A%F

T N mean se(mean) p25 p50 p75
CapRD 462 0.68 0.51 0.00 0.00 0.09
TobinsQ 462 2.06 0.08 1.16 1.57 2.45

SIZE 462 25.89 0.05 25.14 25.79 26.50

LEV 462 0.37 0.01 0.23 0.37 0.52

chS 462 0.37 0.04 0.03 0.13 0.38

ROA 462 0.02 0.01 -0.04 0.03 0.09

CFO 462 0.05 0.01 -0.03 0.04 0.11

TAX 462 0.04 0.05 0.00 0.05 0.21

BTM 462 0.78 0.03 0.37 0.57 0.96

RD 462 0.34 0.18 0.00 0.02 0.07

Fore 462 0.00 0.00 0.00 0.00 0.00

Own 462 0.27 0.01 0.15 0.24 0.37

Big4 462 0.44 0.02 0.00 0.00 1.00
MARKET 462 0.33 0.02 0.00 0.00 1.00

AGE 462 13.15 0.67 2.00 5.00 21.00

HYSHATL ®533 ™4z 20244 82
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(Table 2) 7Ie&8AZ (HI%)

Panel C £4% 2938 #29| 7e8A%

T N mean se(mean) p25 p50 p75
CapRD 5954 0.28 0.04 0.00 0.00 0.17
TobinsQ 5954 1.51 0.02 0.86 1.12 1.66

SIZE 5954 26.01 0.02 25.07 25.77 26.67

LEV 5954 0.42 0.00 0.26 0.42 0.57

chS 5954 0.12 0.01 -0.04 0.06 0.18

ROA 5954 0.01 0.00 -0.02 0.03 0.06

CFO 5954 0.04 0.00 -0.01 0.04 0.09

TAX 5954 -0.59 0.65 0.00 0.09 0.22

BTM 5954 1.14 0.01 0.51 0.91 1.51

RD 5954 0.01 0.00 0.00 0.00 0.00

Fore 5954 0.00 0.00 0.00 0.00 0.00

Own 5954 0.27 0.00 0.17 0.24 0.35

Bigd 5954 0.42 0.01 0.00 0.00 1.00
MARKET 5954 0.42 0.01 0.00 0.00 1.00

AGE 5954 18.77 0.16 10.00 17.00 26.00

Panel D ol ZAgxder 1129 7|=8A%

T N mean se(mean) p25 p50 p75
CapRD 4108 0.15 0.02 0.00 0.00 0.00
TobinsQ 4108 1.05 0.01 0.75 0.91 1.16

SIZE 4108 26.59 0.02 25.47 26.27 27.40

LEV 4108 0.47 0.00 0.31 0.48 0.63

chS 4108 0.10 0.07 -0.09 0.00 0.10

ROA 4108 0.01 0.00 -0.01 0.02 0.05

CFO 4108 0.05 0.00 0.01 0.05 0.09

TAX 4108 0.12 0.02 0.00 0.12 0.23

BTM 4108 1.56 0.02 0.80 1.34 2.05

RD 4108 0.00 0.00 0.00 0.00 0.00

Fore 4108 0.00 0.00 0.00 0.00 0.00

Own 4108 0.29 0.00 0.18 0.26 0.36

Bigd 4108 0.49 0.01 0.00 0.00 1.00
MARKET 4108 0.58 0.01 0.00 1.00 1.00

AGE 4108 21.21 0.18 13.00 20.00 28.00

) CapRD=7H] ApEslgdl/Zat, Strategy =749 AEA] 5 (24714 304 Akel= Prospetor, 6894 123 Ale]Defender,
134ellM 2349 45 Analyzer® #%): SIZE=In(ZFAY: LEV=%%A/ZF24F chS=v|&d@ g /A7 nj&d; ROA
=371eEY/712FA% CFO=9ddFaE/7125A4 TAX =1 AA )&/ AA v &2 Eol o) BTM= (A7} + 5
AFH)/FAE RD=AFNEH /7125344 Fore= =152 8§ Own=tFFA & Bigd=<F7AKRle] g7
WOl (Ahd, A ekl gked)el A% 1, ofd® 0: Market=323 A& dj@sle A% 1, ofUH 0: AGE=7199%

822 HYSHATL ®533 ™4z 20244 82
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(Table 3) AlZHAEN

8)) (2) (3) (4) (5) (6) (M 8] (9) 1 a2 1y 14 1) (16

o
174

vy ZeSly LidleR

(1)CapRD 1

(2)TobinsQ ~ 0.03" 1

(3)Strategy ~ 0.04™* 0.28"" 1

(4)SIZE 001 023" -0.20" 1

(5)LEV 0.00  -0.10"* 017 026" 1

(6)chS 000 001 003" 0.02"  0.02° 1

JROA 0,037 016" -0.03" 020" -0.24™" -0.04™ 1

—

(8)CFO 0.03™* -0.07"* -0.05™* 0.7 012" 0.04™* 050" 1 E‘E
(9)TAX 000 000 000 000 000 000 000 0.01 1 -
(100BT™M  -0.02" -0.41" -0.28"" 029" 001 003" 012" 0.03™ 0.00 1

(1DRD 0.00 007 005 -0.03" 000 000 -0.06"* -0.05"* 0.00 -0.02" 1

(12)Fore 000 001  -0.03" 045" -0.08"* 001 018" 020" 001 -0.02" -0.01 1

(13)0wn  -0.01  -0.05" -0.06"" 0.13"" -0.04"* -0.00 015" 012" 000 005 000 010" 1

(14)Bigd 0.00  -0.05™* -0.07* 042" 010" 001 010" 010" -0.01 006" -0.01 026" 016" 1

(15)Market  -0.03"* -0.20"** -0.18"™* 0.52"** 0.15"* 0.00  0.09™ 0.04™ -0.01 025" -0.02 022" 009" 028" 1

(I6)AGE  -0.02" -0.20"" -0.15"* 037" 0.14"™ 002" 0.04™ 0.00" 0.01 027" -0.03™ 012" -0.04™" 009" 057 1
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AeEd () gL e
LS e A 7397 uis
Aok t-value ATk t-value A4k t-value
Strategy 0.59** (2.37)
Prospector 0.39** (2.32)
Defender -0.09 (-1.19)
SIZE 0.05 1.45 0.05 (1.59) 0.05 (1.52)
LEV -0.15 -0.78 -0.08 (-0.43) -0.11 (-0.56)
chS 0.00 0.32 0.00 (0.22) 0.00 (0.24)
ROA -0.47 -1.26 -0.49 (-1.31) -0.50 (-1.35)
CFO -1.09*** -2.74 -1.06™** (-2.66) -1.07"" (-2.68)
TAX 0.00 0.28 0.00 (0.30) 0.00 (0.28)
BTM -0.06 -1.43 -0.03 (-0.79) -0.04 (-0.99)
RD -0.01 -0.18 -0.01 (-0.27) -0.02 (-0.38)
Fore -9.18 -0.25 -9.71 (-0.27) -8.87 (-0.25)
Own -0.03 -0.13 0.00 (0.02) 0.00 (-0.02)
Big4 0.04 0.51 0.04 (0.46) 0.03 (0.43)
MARKET -0.20** -2.19 -0.19** (-2.07) -0.20** (-2.15)
AGE 0.00 -0.23 0.00 -0.15 0.00 -0.02
Industry Year dummy Included Included Included
Num. of Obs. 10,524 10,524 10,524
Adjusted R? 0.0028 0.0033 0.0034
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(Table 5) Y77(d2 EMZD}

Panel A
s ) TEE (D) T2 A%
- ATk t-value A3k t-value A5k t-value
Strategy 1.32%%* 16.18 1.32%** (16.24)
CapRD 0.00 -1.09 0.02 (1.64)
Strategy * CapRD -0.03** (-1.97)
SIZE -0.14*** -13.07 -0.12%** -11.69 -0.12***  (-11.71)
LEV -0.02 -0.28 0.06 1.10 0.06 (1.05)
chS 0.00 0.82 0.00 0.31 0.00 (0.33)
ROA -1.08"** -9.52 -1.11%* -9.96 -1.11%* (-9.95)
CFO 0.13 1.11 0.15 1.28 0.15 (1.24)
RD 0.05%** 4.09 0.04*** 3.72 0.04*** (3.71)
Fore 120.51%** 10.58 113.33%** 10.07 113.33%** (10.07)
Own -0.07 -1.00 -0.02 -0.25 -0.02 (-0.26)
Bigd 0.07** 3.04 0.07*** 2.90 0.07*** (2.87)
MARKET -0.06** -1.99 -0.03 -1.23 -0.03 (-1.19)
AGE -0.01"** -8.78 -0.01"** -8.43 -0.01*** (-8.45)
Industry Year dummy Included Included Included
Num. of Obs. 10,524 10,524 10,524
Adjusted R? 0.25 0.27 0.27
Panel B
o EEG (D TEEF Q) T A%
=T A5k t-value A3k t-value A3k t-value
Prospector 0.14*** 2.70 0.15**  (2.81)
Defender -0.24***  -10.32 -0.24***  (-10.28)
CapRD 0.00 -0.96 0.00 (0.43)
Prospector * CapRD -0.01* (-1.87)
Defender*CapRD 0.01 (0.47)
SIZE -0.14*** -13.07 -0.13*** -12.18 -0.13***  (-12.20)
LEV -0.02 -0.28 0.02 0.33 0.02 (0.28)
chS 0.00 0.82 0.00 0.66 0.00 (0.68)
ROA -1.08"** -9.52 -1.11%% -9.87 1,117 (-9.87)
CFO 0.13 1.11 0.15 1.29 0.15 (1.25)
RD 0.05*** 4.09 0.05*** 3.89 0.05*** (3.88)
Fore 120.51%** 10.58 117.37%** 10.36 117.34***  (10.36)
Own -0.07 -1.00 -0.05 -0.71 -0.05 (-0.72)
Bigd 0.07*** 3.04 0.07*** 2.87 0.07*** (2.84)
MARKET -0.06™* -1.99 -0.04 -1.46 -0.04 (-1.42)
AGE -0.01"** -8.78 -0.01"** -8.64 -0.01"**  (-8.64)
Industry Year dummy Included Included Included
Num. of Obs. 10,524 10,524 10,524
Adjusted R? 0.25 0.26 0.26
F1)Hse] Hole (Table 2)9] 759} Bt
F2) ¥ re= A7 1%, 5%, 10% F5olM BAA oS Yehd
826 AGSAT Mp3A M4z 2024 8
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