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Longitudinal Analysis on the Relationship between R&D
Performance and Company Strategy using Technology
and Value Matrix for Sustainable Growth
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Seong-Pyo Cho* * Eun-Sil Kim** - Sun-Young Park*** - Sung-Yong Kim

Abstract

Prior research provides evidence that R&D expenditures contribute to the performance of
firms. However, the performance of R&D expenditures is affected by the strategies employed
by the firms. This study reviews the relationship between R&D expenditures and company
performance in major R&D intensive industries over a 20-year period from 1989-2008. This
paper investigates the relationship between R&D performance and company strategy among
companies involved in the electric and electronics industry. Samples consist of 25 firms,
whose R&D performances and strategies are examined every five years. Three variables are
used for classifying strategy types: marketing differentiation strategy, product differentiation
strategy, and cost leadership strategy.

We developed a technology and value matrix (hereafter referred to as a TnV Matrix) to
analyze the relationship between R&D expenditures and the firm’s performance. The TnV
Matrix is used in categorizing four types of firm: investment-profit type, profit-seeking type,
status quo type, and poor outcome type. We reviewed the trends in company strategies over
a 20-year period and identified differences in strategies between successful R&D firms and
other firms in each five year period.

The results suggest that successful R&D firms implement dominant strategy and differentiation
strategy in both product and marketing for the whole period. We found that several firms moved
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from the “successful category” (investment-profit type) to other categories because their strategies
were very simple and inconsistent. The evidence suggests that firms should develop differentiation
strategy in both product and marketing for sustainable growth. Our findings suggest that
the TnV Matrix is an effective tool for identifying successful R&D firms and analyzing the
relationship between their success and the strategies they employ.

Key words: Research and Development, R&D Expenditures, Performance, Strategy,
Longitudinal Analysis, TnV Matrix
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