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du; x di, () E1E R EE E N IE, o (1.86) (3.66) (-0.63)
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A EFHER T A A FRIH ke SEEEEmelEE FAEN IR ARG

WK, BE S HIE (4) e AR
. ARt 1) 2) 3
BT 5N T il ! o o i
SERUERVEIIPSELS-ATZN du X di —0.3454" 0. 0263 ~0.6178*
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Does Foreign Divestment Reduce Divested Affiliates’
Indigenous Innovation Efficiency
— Evidences from Chinese Industrial Enterprise
Data and Chinese Patent Data
MAO Haiou LIU Haiyun LIU Guanchun
Abstract; This paper built a theory model based on firm’s innovation behavior to ana-
lyze the effect of foreign divestment (FD) on divested affiliates’ indigenous innovation effi-
ciency. By using the matched data of China Industrial Enterprise Database and Chinese
Patent Database, applying the PSM~DID method, we investigated the causal effect and
the corresponding mechanisms that FD impacted innovation efficiency. We find that foreign
divested affiliates’ indigenous innovating efficiency is improved after being divested, which
is more significant in inventing patents. However, this positive effect is only found in mi-
nority-foreign-owner divestment, not in majority-foreign-owner divestment. Additionally,
the mechanism test results show that FD reduces indigenous innovation efficiency through
raising innovation cost and increases innovation efficiency through turning imitation to in-
digenous innovation. The findings in this paper are of great significance to the policy mak-
ing in utilizing foreign capital and improving foreign firm’s innovation ability.
Keywords: Foreign Divestment; Independent Innovation; Innovation Efficiency;

Patent Application
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