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                    Abstract
Using panel data analysis, this paper investigates the impact of returnee entrepreneurs, foreign direct investment (FDI) intensity and inter-firm employee mobility on innovation in Chinese high-tech firms. International technology spillovers and internal R&D efforts are found to jointly determine the innovation performance of Chinese high-tech firms, and we report that the presence of returnee entrepreneurs positively affects innovation. In addition, there are significant knowledge spillover effects associated with returnees and multinational enterprise (MNE) employee mobility, and the effects of these two components of international human mobility on local firms' innovation are mutually reinforcing. We also present the distinctive result that FDI intensity in an industry has a negative impact on local innovation. The findings have important implications for practitioners and policymakers.
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                    Notes
	We use the item in the dataset “returnees are legal representatives” to identify the firms that are returnee related, then we excluded state-owned firms using the item “firms with state owned holdings.”


	It is common in secondary data analysis for variables to be normalized or scaled down in order to take account of scale effects, such as the total number of employees. Absolute numbers may give a distorted picture if the measurements for innovation performance, R&D and FDI are not normalized by size. For example, larger companies are likely to have more patents in absolute terms, so we normalized our dependent variable and some explanatory variables by size.


	The first difference means that the variables used in the study are the difference between two time periods such as Δx
                        it
                      =x
                        it
                      −x
                        i,t
                      −1. The lagged variables imply that in a dynamic model the estimation uses t−1 observations when a lagged variable is required. Hence the sample period is adjusted to start at time period t−1. The lagged first-differenced dependent and independent variables as well as lagged level variables have proved to be effective instruments for GMM estimation (Blundell & Bond, 1998).
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