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ABSTRACT

This paper examines the impacts of R&D expenditure on operating performance
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theoretically and empirically in defense industrial. We test these impacts by examining 12
military factories during the 1995-1999 time periods in Taiwan. We find little effects
between labor and capital factors on firm performance, but a significant factor is
productivity, including technology progress and growth, size, and spillover effects of R&D
investment. The findings have important R&D policy for defense industrial authority.
These results are generally robust in sensitivity analysis.
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