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Impact of resource investment patterns on long-term profitability
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In this study, | conducted an empirical analysis for improving the
profitability of Japanese businesses which have been experiencing long-term low profitability.
First, applying dynamic capabilities theory, which deals with how to rebuild the resources and
capabilities of a company, a model development on resource investment pattern and profitability was
constructed. Based on the model, a hypotehsis (continuous resource investment will enhance
profitability in the long-rum) has been extracted. Then quantitative analysis was conducted on the
relationship between R & D expenses and operating profit margin over 27 years of 189 large-scale
manufacturing companies in Japan. The initial hypothesis was examined, and it was found that
companies that have increased R & D expenses continously has improved profitability in the long run.
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