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OFDI and Enterprises’ Technological Innovation
— An Empirical Analysis Based on Listed Companies in China
ZHAO Chenyu LI Xuesong

Abstract: This paper estimates counterfactual number of patents for OFDI
and non-OFDI enterprises and the heterogencous effect of OFDI on China enter-
prises’ number of patents based on endogenous switching regression (ESR) mod-
el and parametric marginal treatment effect (PMTE) method using the matching
data of China listed companies and "overseas investment list enterprises (Institu-
tions)” published by the Ministry of Commerce during the period 2010-2014.
Generally speaking, OFDI helps to improve the technological innovation capabili-
ty of Chinese enterprises. Enterprises with large scale, high R&D expenditure,
abundant human capital and low tax rate tend to own more patents. The stronger
the intention of OFDI, the greater OFDI’ s promoting effect on enterprises’ pat-
ents. However, those enterprises without any comparative advantages may reduce
their number of patents if they really go abroad. In addition, the investment of
state-owned enterprises, comprehensive foreign investment enterprises and enterpris-
es investing in developed countries tends to have greater promotion effect ontech-
nological innovation.

Keywords: OFDI; technological innovation; heterogeneous effect
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