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Strategy Analysis on Operation in China of America MNCs

Xian Guoming
(Center for Transnationals’ Studies of Nankai University ,Tianjin 300071,China)

Abstract: Foreign direct investment (FDI) can benefit innovation activity in the host country via spillover
channels such as demonstration effects, industrial linkage, skilled labor turnovers. Using provincial data
from 1998 to 2003, this article does a pilot study about the spillover effects of FDI on innovation capability in
China. We find positive effects of FDI on the number of domestic patent applications in China. The spillover
effect is the strongest for minor innovation such as external design patent. Analysis to the eastern, middle
and western part of the country shows that, the middle and western areas have not developed enough to
make foreign capital create obvious spillover effect. Generally speaking, the spillover effect in eastern part
is more significant.

Key words: FDI; America MNCs; Strategy in China
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