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Background

 Last year, bilateral trade volume between China and ASEAN

reached $ 443.6 billion, compared with 10 years ago, this figure

quadrupled. 2014 January to May bilateral trade volume was $

182.955 billion, an increase of 3.7%. present, China is the

largest trading partner of ASEAN, ASEAN is China's third largest

trading partner.
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Background

 In terms of bilateral investment, by the end of last year, China

and ASEAN bilateral investment amount has accumulated more

than 110 billion U.S. dollars, especially the rapid growth of

China's direct investment in ASEAN. Last year, China's non-

financial direct investment $ 57.4, an increase of up to 30%. In

the first half of this year China invested 2.52 billion U.S. dollars

to ASEAN, an increase of 14%。
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Background—how knowledge flow? 

Home Country

Host Country

Parent Company

Subsidiary 

Like parent and baby?
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Previous research

 Kogut and Chang’s (1991) study focus on Japanese companies

 Braconier’s (2002) Cross-border investment research in Sweden

 Nigel and James (2003) use UK manufacturing data

 Kumar (2003) for the Asian emerging countries

 Vahter and Masso (2008) study of foreign investment in Estonia

 Zhou (2009) explore reverse knowledge transfer effect of China's foreign

direct investment
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Our focus point 

 Most current empirical studies have

only focused on the Western

multinational enterprise level.

 How is the situation in emerging

economies?

 China and ASEAN, one of the

most vigorous economic regions in

the world. Exciting research field.
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My research questions

 Whether reverse knowledge transfer effect of China direct investment in

ASEAN exist?

 What factors would promote or hinder this process?

 Why?
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Concept model
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Variable Description

Dependent variable: Patent granted number: 

this study used a more intuitive estimation method: the number of patents

granted to measure China's technological progress.
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Variable Description

Independent variables:

China's direct investment stock in ASEAN: Taking into account the spillover

effects of foreign direct investment has delayed and lag, the effect of current

knowledge transfer arising from investment in ASEAN may not immediately be able

to emerge. So we choose the stock of direct investment in ASEAN as the

independent variable.

Intramural R&D expenditure: In previous empirical studies, scholars use

different indicators to characterize absorption capacity, which indexes and related

R & D funding has been more widely used.

Experimental Development staff input: human capital related indicators are

also often used to measure the absorption capacity of a country or region.
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Variable Description

Control variables: 

Year of patent applications: to control the effects of years of patent applications.

China's actual use of foreign investment: in addition to direct foreign investment,

the impact of national R & D investment funds, China's technological progress by the

spillover effects will also been affected by foreign investment.

R&D staff of full-time equivalent: As we want to examine the amount of

experimental development investment as absorption capacity, we must take into

account the R&D staff working full-time equivalent, so it will be used as a control

variable to control the human dimension of absorptive capacity.
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Empirical Results

Number of patents granted

Model1 Model 2 Model 3 Model 4

Control variables

Year Patent Application -0.982 -1.370* 0.128 0.084

China's actual use of foreign capital -0.007 0.094 -0.009 0.003

R & D staff of full-time equivalent 1.938 2.277*

Independent variables

China's direct investment stock in ASEAN 0.587* 0.699* 0.619

Intramural R & D expenditure 0.655* 0.146 0.114

Experimental Development staff input -1.274* -0.064 0.080

Interaction 

investment stock * R & D expenditure 0.171*

investment stock * staff input 0.184

Sig test model 0.007 0.002 0.003 0.014

All variables are standardized coefficients using standardized coefficients
**p<0.01, *p<0.05
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Conclusion and discussion 

The empirical results show that:

 The effect of reverse knowledge transfer in China's direct

investment to ASEAN does exist, which will help China improve

granted patents;

 Interaction between China's R & D Intramural expenditures and

ASEAN reverse overflow show "absorption effect", Intramural R & D

expenditure to promote the ASEAN China reverse knowledge transfer

to help China improve the number of granted patents;

 Though there is no inhibitory effect China‘s R & D investment in test

development staff input’s absorption is not significant.
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Conclusion and discussion 

 According to previous research on reverse knowledge transfer,

since the different selected variables will often lead to different

conclusions. Whether the intramural R & D expenditure and

experimental development investment would be the perfect proxy for

absorption capacity is still open for discussion.

 follow-up work can be considered empirical data from other areas

of study into perspective, more in-depth empirical data collection, and

to verify the validity of the proposed model.
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The future
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