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¡  Relevance	of	the	paper	

§  It	aims	to	explain	the	unobvious	development	of	the	Guangdong	looking	into	
the	technological	learning	of	firms.	

	
¡  Thesis	

§  “…technological	 learning	 is	 taking	place	 in	a	 large	variety	of	medium-sized	
companies,	not	so	much	through	technology	transfers	from	foreign	firms	that	
invest	 in	 China	 (inward	 FDI)	 or	 through	 some	 other	 providers	 such	 as	
universities,	 technical	 centres	 or	 consultants,	 but	 through	 their	 foreign	
clients.”	(Arvanitis	et	al.	2006,	111)		

	
¡  Methodology	

§  Empirical	work	based	on	48	interviews	and	selection	of	6	cases	that	best	
represents	the	“emerging	industrial	sector”.	



Contract	 with	 a	 client	 (less	 formal,	 long-
term	relation	with	client)		

No	 formal	 technology	 transfer	 but	 the	
suppliers	 of	 technology	 are	 final	 clients,	
transmitting	 quality	 specifications	 and	
productive	procedures.	
	

Subcontracting,	 co-production,	 OEM	 or	
ODM		

	
The	 longer	 the	 relation	 is,	 overtime,	 the	
more	 active	 are	 suppliers	 (they	 transmit	
larger	 parts	 of	 their	 know-how).	 Specific	
mechanisms	 in	 order	 to	 grow	 the	 value	
chain	are	devised	 (for	example	 learning	by	
monitoring,	 design	 proposals,	 quality	
checks)	 where	 user	 firm	 can	 upgrade	 by	
interacting	on	a	more	permanent	basis	with	
their	suppliers.	

Tidd	et	al.	(1997),	Richet	and		Huchet	(2000),	Arvanitis	et	al.	(2006)	



¡  Research	question	

§  Is	China’s	economic	growth	mainly	obtained	 through	 the	accumulation	of	 capital	
and	 employment	 rather	 than	 through	 technological	 change?	 Why	 has	 Chinese	
industrialization	not	yet	led	to	a	high	degree	of	innovation?	

¡  Thesis	

§  The	 reason	 for	 the	 low	 innovative	 capacity	 of	 the	 Chinese	 industry	 lies	 in	 the	
mismatch	between	the	dominant	way	of	technological	learning	practiced	by	most	
dynamic	firms	in	the	country	(mainly	non-state	firms)	and	the	dominant	innovation	
systems	 constructed	 through	 state	 policies	 aiming	 at	 helping	 large	 state	 firms.	
(Zhao	and	Arvanitis	2010,	18)		

	
¡  Methodology	

§  Case	 studies	of	 9	firms,	mainly	 in	 the	automobile	 and	electronics	 industries,	 and	
several	government	bodies	in	China.	



Weak	technology	transfer	from	foreign	companies	that	are	installed	in	China:	inward	
FDI	has	mainly	brought	China	the	capacity	for	assembly	and	processing	work.		

Chinese	“unit-based”	system	(vertical	bureaucratic	structure)	often	precludes	
communication,	coordination	and	cooperation	across	the	different	actors	in	the	NSI.			

Large-scale	R&D	projects	planned	by	the	government	benefit	large	state	firms	but	
small/medium-size	firms	and	non-state	firms	benefit	little	from	them.	

The	Chinese	finance	system	systematically	provides	funds	to	a	range	of	investment	
activities	connected	to	state	firms.	

Consumers’	low	disposable	income	leads	to	a	demand	for	ordinary	conventional	
products.	The	large	Chinese	market,	therefore,	leads	to	a	tendency	to	increase	in	
production	capacity	rather	than	in	technological	capacity.			



State	companies’		investment	in	innovation		suffers	from	competition:	Over	the	past	
two	decades,	a	large	proportion	of	their	investments	were	made	in	social	benefits	in	
order	to	maintain	social	and	political	stability	in	China.		

Over-protected	state	companies	in	certain	industrial	sectors	are	sheltered	from	
market	pressure	and	are	scarcely	motivated	towards	learning	and	innovation:	
	
	-The	management	of	the	exchange	rate,	interest	rates	and	other	price	factors										
guarantees	the	acquisition	of	cheap	input	products.	
	
		-The	imposition	of	excessive	customs	duties	prevents	competing	products	from	
abroad	from	entering	the	internal	market.		



Liu,	F.	C.	et	al.	(2011):	
	
1980	–	2005	
	72.5%	of	innovation	policies	were	issued	by	a	single	agency;	
20.6%	by	two	agencies;	
6.9%	by	three	or	more	agencies.		
		
Medium	and	Long-Term	Plan	for	the	Development	of	Science	and	Technology	(2006	-	
2020)	
	40.5%	of	the	innovation	policies	were	issued	by	one	agency.	
26.6%	by	two	agencies;	
32.9%	by	3-16	agencies.	
		
§  Nevertheless,	nothing	is	said	about	local	government’s	agencies	(municipal	agencies).		

Is	the	underdeveloped	coordination	between	national	and	local	levels	in	China	a	
reflection	of	the	authoritarian	political	regime	in	China	or	an	accident?	
	



Doranova	et	al.	(2011):	
	
“once	 companies	 in	 developing	 countries	 take	 part	 in	 CDM	 projects	 they	
accumulate	a	range	of	technological	capabilities	and	competences	which	may	
have	 spillover	 effects	 on	 the	 country’s	 economy	 and	 facilitate	 diffusion	 of	
clean	technologies.”	

How	would	you	evaluate	this	mechanism	
through	the	point	of	view	of	technological	
transfer?	



Yifei	Sun	(2010):	
	
¡  The	 majority	 of	 foreign	 R&D	 investments	 in	 China	 are	 largely	 involved	 in	

adaptive	development	(to	enhance	market	performance	in	China)	rather	than	
in	truly	innovative	research.	

	
¡  The	 majority	 of	 foreign	 firms	 will	 invest	 in	 R&D	 when	 they	 feel	 the	

competition	from	domestic	firms.	
	
	
	
¡  Foreign	R&D	 in	a	 country	doesn’t	 automatically	generate	 spillovers	 for	 this	

country’s	domestic	firms.	
	
	
Are	MNCs	strategically	important	to	the	development	of	endogenous	
innovation?	If	so,	in	which	circumstances	and	until	what	point?	



	
China’s	 strategy	 of	 reserves	 accumulation	 though	 exports	 and	 immediate	
economic	 growth	 strategy	 wouldn’t	 be	 one	 of	 the	 reasons	 for	 the	 productive	
capacity	to	not	translate	into	innovation	capacity?	

The	government-assigned	task	of	earning	foreign	currency	(the	main	objective	of	
Chinese	foreign	trade	policy)	induce	companies	to	manufacture	cheap	products	
instead	of	raising	the	added	value	of	products.	

The	immediate	character	of	innovation	policy	of	catch-up	countries	



	
§  Until	 what	 point	 can	 the	 government	 foster	 the	
company-client	relationship?	

	
	
§  Among	the	interviews,	was	there	any	unsuccessful	
case	in	which	the	company	followed	the	same	path	
in	 technological	 learning	 (focusing	 on	 the	 client	
relationship)?	 If	yes,	could	you	give	us	your	 intake	
on	why	it	failed?	
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