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An Empirical Study of the Relationship between SMEs Profitability and R&D Investment

Bai Xuyun', You Liping®,Xu Congwei®

(1. School of Economics & Management, Shanxi Finance and Economics University, Taiyuan 030006
2. School of Management, Shanxi University, Taiyuan, 030006; 3. Hefei University of Technology, Hefei 230009)

Abstract : This paper analyses empirically the impact of SMEs profitability and their R& D Investment, taking the manufac-

turing companies in the Shenzhen SME Board and Growth Enterprise Market by 2009 as samples, profit margins as profit-

ability and R&D investment intensity and personnel intensity of lag one and lag two as explanatory variables. The result

shows that SMEs profitability has positive impact on the R&D investment of lag one and lag two, indicating that the high-

er the corporate profitability, the more its R&D investment. The impact of profitability on R&.D personnel intensity is

positive too. However, the impact of the lag two is significantly more than lag one, indicating that R&D personnel invest-

ment’s growth requires a longer period.
Key Words: R&.D Input;Profitability ; SME



