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R&D and Innovations of Chinese Manufacturing Firms:
Basic Facts Common Misunderstandings and Discussions on the
Appropriate Choice of Econometric Methods

LONG Xiaoning LIN Zhifan
Xiamen University Xiamen 361005

Abstract: This paper attempts to provide background information and econometric reference by summarizing on four of the
most popular data sources: the Chinese industrial enterprise database listed company database World Bank enterprise survey
data and Chinese private enterprise survey data. Main findings include: 1. Only about 10 percent of firms in the Chinese in—
dustrial enterprise database ( regular years) report positive R&D input and new product output but this is probably due to sta—
tistical flaws which leads to the underestimation of the proportion of innovation—active firms. Cross—country comparisons indi-
cate that China leads other developing countries in innovations; 2. More than eighty percent of listed manufacturing companies
engage in R&D with increasing intensity and they are experiencing a patent boom with improving quality; 3. The discrete
mixed and truncated distributions of the innovation—related variables would result in inconsistent OLS estimates when they are
the dependent variable of linear models. Probit and Logit Tobit Truncation models and MLE are proposed as feasible solu—
tions.

Key Words: R&D and innovation; Chinese industrial enterprise database; listed company database; WorldBank enter—

prise survey data; Chinese private enterprise survey data; choice of econometric model
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