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Figure 1: Chinese FDI inflows, 1979-2014
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1997 2002 2007 2012
Equity joint venture 19,495 14,992 15,596 21,706
% of total FDI flows 43.1 28.4 20.9 194
Contractual joint venture 8,929 5,058 1,416 2,308
% of total FDI flows 19.7 9.6 19 2.1
Wholly foreign-owned enterprise 16,187 31,725 57,264 86,132
% of total FDI flows 35.8 60.2 76.6 77.1
_Share company with foreign 288 492 697 1,570
investment
% of total FDI flows 0.6 0.9 0.9 1.4
Total FDI 19,495 14,992 15,596 21,706

Source: China Statistical Yearbook
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Figure 4: Share of Domestic Firms that are Joint Venture Partners by Province, 2002
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Table 2: Sample Summary Statistics

‘ariable Obs. Mean Std. Dev. Variable Obs. Mean Std. Dev.
Panel A: Full Sample Panel B: Joint Venture Firms
Age 1,979,502 9.25 T.67 Age 25,857 8.37 4.2
Employvment 1,979,746 280.3 1,371.54 Employment 25,857 321..18 603.47
Foreign Share 1,979,746 0.02 0.1 Foreign Share 25,857 0.24 0.28
Govt. Share 1,978,942 0.14 0.33 Govt. Share 25,856 0.12 0.24
Export Ratio 1.723.524 0.12 0.3 Export Ratio 22.754 0.26 0.63
Net Profits 1.979.746 4,368.23 193.694.92 Net Profits 25,857 12,746.16 100.582.17
TFP (OLS) 1,863,425 0.01 | B2 TFP (OLS) 24,432 0.39 1.18
TEP (OP) 1.863.301 2.69 1.38 TEFP (OP) 24,1432 2.91 1.32
Patents 1,979,746 0.11 5.88 Patents 25. 857 0.41 7.42
Invention Patents 1.979,746 0.03 5.01 Invention Patents 25,857 0.15 B5.77
Sales 1.979.746 73.834.92 769.441.53 Sales 25,857 206.236.67 1.209.433.02
Total Assets 1,979,746 84,269.81 1,145,572.97 Total Assets 25,857 192.087.02 806,783.77

[ Panel C: Joint Venture Partner Firms O Panel D: Other Chinese Firms ]

Age 170,229 10.68 6.58 | Age 1.783.1416 9.13 7.79
Employment 170.240 594.95 2.,859.34 Employment 1.783.649 249.67 1.136.62
Foreign Share 170,240 0.12 0.22 Foreign Share 1,783,649 0.01 0.07
Govt. Share 170,215 0.28 | Govt. Share 1,782,871 0.34
Export Ratio 151.350 0.32 0.42 Export Ratio 1.549.420 0.1 0.27
Net Profits 170,240 9,913.43 136.299.36 Net Profits 1,783,649 3.717.51 199,294 .58
TFP (OLS) 160.915 0.09 1.16 TFP (OLS) 1.678.078 0 1.2
TFP (OP) 160.907 2.77 1.36 TFP (OP) 1,677,962 2.68 1.38
Patents 170,240 0.37 15.64 Patents 1. 783.649 0.08 3.76
Invention Patents 170,240 0.14 13.92 Invention Patents 1.783.649 0.02 2.08
Sales 170,240 183,208.70 1.409,458.67 Sales 1,783,649 61.,476.38 666,911.12
Total Assets 170,240 239.,350.61 1,832.475.15 Total Assets 1,783.649 67.902.30 1.060,165.53

Notes: Panel A gives summary statistics for the entire sample. Panel B limits the sample to joint venture firms.
Panel C limits the sample to domestic I.JV partners that are partners in an ILJV during the observation year. Panel
D limits the sample to non-joint venture, non-partner firms.
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Table 3: Logit Regression of 1JV Partner Selection on Firm Characteristics

(1) (2) (3) (4) (5) (6) (7) (8)
Employment N Rkl 0 N V0 N 02 - B 0 L S ) O o (¢ e B 1 vl IS v
(0.038)  (0.037)  (0.042)  (0.042)  (0.040)  (0.040)  (0.039)  (0.036) [ (0.036)
Age 0.159%%* _(,144*%** —0,139%%* —0.112*** —0.115*** —0.114*** —0.077 0.076
(0.039)  (0.040)  (0.040)  (0.042)  (0.042)  (0.044)  (0.050) [ (0.051)
Foreign Share 28867 RRIEFTT  DYO0aTTY  2.30RTTY § 2 gORFTT
(0.615)  (0.618)  (0.627)  (0.604) | (0.600)
Govt. Share 0.123 0.144 0.114 0.073 0.111
0115 (0.117)  (0.119)  (0.120) | (0.119)
Subsidy (381 [EgaeEr  [Qa8TF | (B4R
0.071)  (0.071)  (0.073) | (0.076)
Export Ratio DBIE™H 0715 | Q.22
(0.130)  (0.127) | (0.126)
Net Profit 0.143%%* L 0.103%**
0.016) [ (0.020)
TFP (OLS) 0.192%%*
(0.048)
Observations 11,692 11,692 11.692 11.692 11.692 11,692 11.692 11.692 11.692
Pscudo 12 0.106 0.108 0.132 0.137 0.147 0.149 0.154 0.165 0.167
Industry FE N N i b4 Y ] k4 Y Y
Province FE N N '3 W Y Y Y Y b
Year FE N N Y Y Y Y Y Y Y
JV Age FE N N N Y Y Y Y Y h4

Notes: Employment, Age, and Net Profit are expressed in natural logarithms. Robust standard errors clustered by 2-digit industry in
parentheses. ***p < 0.01, **p < 0.05, *p < 0.1.
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Table 4: Logit Regression of [JV Partner Selection on Firm Characteristics, Including
Innovation and Financial Measures

(1) (2) (3) (4) (5) (6) (M (2)
Employvment 0.659*** 0.683%** 0.68 17** 0.651 % %* 0.675%** 0573 kxE 0651+ 0.054
(0.036) (0.037) (0.036) (0.035) (0.036) (0.041) (0.035) (0.055)
Age 0.085 0.078 0.077 0.085 0.078 0.091%* 0.085 0.089
(0.052) (0.052) (0.052) (0.052) (0.052) (0.053) (0.052) (0.054)
Foreign Share 2.306™*k* 2.349%** 2.345%** 2.280%F %k 2.330%%E 2.156%** 2. 2Rg =X 1. 703 *E*
(0.564) (0.577) (0.573) (0.556) (0.569) (0.504) (0.555) (0.435)
Govt. Share 0.089 0.098 0.064 0.0568 0.066 0.005 0.068 0.202%
(0.124) (0.121) (0.121) (0.125) (0.121) (0.126) (0.126) (0.111)
Subsidy 0.343**%* 0852 %%s 034 2keE 0.33 4% %* 0.343*** 0.269*** .33 %k 0.194%*
(0.073) (0.075) (0.073) (0.073) (0.075) (0.078) (0.073) (0.081)
Export Ratio 0.755%** O.745%** 0.747F** 0.7617%%* 0.750%** 0, 783%** 0. 761" 1.022%**%
(0.120) (0.121) (0.121) (0.120) (0.121) (0.114) (0.120) (0.119)
Net Profit 0.099*** Q. 10g = (8 P 0 P e 0.0987*** O [0 E g 0150 0.098*** 0.034*
(0.020) (0.020) (0.021) (0.020) (0.021) (0.023) (0.020) (0.018)
TFP (OLS) O ATTTEE 0.183F %« (0. 183%F** 0. 173%%* 0.179%** 0.216%F** 0.173%** 0.056
(0.048) (0.048) (0.048) (0.018) (0.018) (0.019) (0.048) (0.046)
Patents 0.640%** 0-631** (). 62 5k (ARG 0.540%**
(0.135) (0.135) (0.134) (0.135) (0.124)
Invention 1.390%** 184 7FF*
(0.383) (0.359)
New Prod. Ratio 0.87FgE* 0.85H%** 0.868*** 0.813%*= 0.855F%E* 0.628%**
(0.239) (0.239) (0.238) (0.239) (0.239) (0.229)
ROA 2.895%F*
(0.637)
Leverage 0.004
(0.069)
Total Assets 0.683***
(0.057)
Observations 11.692 11.692 11.692 11.692 11.692 11.691 11.691 11,692
Pseudo R? 0.172 0.168 0.169 0.174 0.171 0.181 0.174 0.213
Industry FE BYA Y Y w Y Y N e
Province F'E o Y Y X b4 Y Y X
Year FE Y Y Y b4 Y Y Y Y
JV Age FE e Y Y Y ' b4 R 4

Notes: Employvment, Age, Patents, Invention, and Total Assets are expressed in natural logarithims. Robust standard errors clustered
by 2-digit industry in parentheses. *** p < 0.01, ** p < 0.05, * p < 0.1.
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Joint Ventures and Firm Performance

Are joint ventures different from other Chinese firms?

» Firm outcomes as a function of joint venture status:

yir=a+ B1IVi+ Xy + A+ A+ At +€it

» JV;: Firm j formed as joint venture between Chinese and foreign
partner

» X;: Firm employment, age, government connections, foreign
ownership

» (31 gives difference b/n joint ventures and non-JV in the same

industry-province-year
$&



Table: Joint Ventures and Firm Performance

(1) (2) (3) (4) (5) (6)
TFP TFP New Pr. Export
{ O 5) (OP) Patents Ratio Sales Ratio
JV 0.327° 0.256° 0.022° 0.011° 0.491° 0.025°
(0.025) (0.021) (0.007) (0.002) (0.029) (0.009)
Employment 0.0742  —-0.059° 0.037° 0.010° 0.866° 0.030°
(0.010) (0.019) (0.006) (0.002) (0.026) (0.004)
Age —0.1122 -0.042P  —0.004P -0.0022 -0.1422 ~0.0082
(0.011)  (0.019)  (0.002)  (0.001)  (0.012) (0.003)
Foreign Share 0.500° 0.344° 0.009 0.010° 0.792° 0.2903°
(0.064)  (0.053)  (0.008)  (0.003)  (0.107) (0.029)
Govt. Share —-0.823° —0.900° —-0.015° 0.005° -0.811° —0.036°
(0.046) (0.037) (0.004) (0.002) (0.039) (0.007)
Subsidy 0.091° 0.048b 0.036° 0.015° 0.193° 0.011°
(0.017)  (0.018)  (0.006)  (0.002)  (0.018) (0.004)
Observations 970,913 970,861 851,995 899,072 1,015,192 899,072
Industry FE k' k 4 ¥ T b ¢ b §
Province FE b b Y b b ki
Year FE Y Y Y Y Y Y

ail p<=001 bk p<005 ¢ p< 010
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Chinese Partner Status and Firm Performance

How does 1JV affect performance of Chinese partner firm?

» Firm outcomes as a function of being an [JV partner:

vie = a+ 1 PTie + Xy + Aj+Ar+ At +€it

» PTi: Firm is the Chinese partner of a foreign firm establishing a
joint venture

» Partner firm is observed before and after joint venture formation

» X;:: Employment, age, government connections, foreign ownership

6%
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Inverse Probability Weighting with Regression Adjustment

IPWRA

1. Propensity (p;) of each firm to be selected as partner in 1JV as a
function of average firm characteristics (X;):

Pr (PT, — ].|)_(,') = I ()_(,',)\j,/\,) y

Pooled logit estimation based on our selection findings 43

— Yielding inverse probability regression weights for each firm:

PT, 1- PT,
PW =L 2=
Pi 1= B




PT; 1- PT;
e

IPW; = -
pi 1 —pi

2. Use the constructed IPW;'s as weights in the linear regression
to relate outcomes to [JV status

» Treatment firms (PT;; = 1) given a high weight when they most
resemble control firms (p; is low)

» Control firms (PTj; = 0) given a high weight when they most
resemble treatment firms (1 — p; is low)
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