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MNEs' Impacts on the R&D Capability of Chinese Enterprises: A Game
Theory Model

Jiang Dianchun

Abstract: The paper focuses on the MNEs' impacts on the R&D capability of Chinese enterprises, especially
on their R&D motives and R&D financing position, in a game theoretic approach. It induces the market
conditions under which the MNEs' FDI will impel or hinder the R&D motives of Chinese local firms, and
analyzes the capital market effects of foreign MNESs in a two-step game. According to the models, the entry of
foreign firms will always intensify domestic market competition, therefore the expected profits of R&D would
decrease, and the speed of capital accumulating would become slow. The analysis implies that the MNEs' FDI

often deteriorate the R&D performances of Chinese local firms.

Key words:semiconductor; export management; Sino-American relationship

(processing innovation)
(product innovation)
(Lancasterian preference)
Spence (1984)

3 R&D Dasgupta (1986)
4 Shapiro (1989)

® Schumpeter 1942  p. 406

6



