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An Empirical Study on Main Factors Affecting Technology
Balance of Payments

Cheolmin Pak - Bonchul Ku

Abstract : This study aims to estimate empirically the respective impacts of R&D
expenditure, R&D Ilabor, overseas direct investment, commodity trade balance, and
technology trade openness on technology balance of payments. To examine the presence
of co-integration between them, this paper employed the ARDL-bounds test using time
series data from 1981 to 2014, and the result shows that there is a stable long—run
equilibrium relationship among them. Furthermore, we estimated long- and short-run
coefficients of the technology balance of payments with respect to each variables based
on long-run equilibrium equation and error correction model. As a result, the technology
balance of payments respond negatively to R&D labor and technology trade openness,
and R&D expenditure does produce positive effects in the long-run, while coefficients of
overseas direct investment and commodity trade balance in the long-run are not
statistically significant. Besides, according to results of error correction model, overseas
direct investment only has clearly a positive effects in the short-run, in contrast, the
short-term relationships between the other variables and the technology balance of
payments could not definitively derived. This implies that it is necessary to procure and
cultivate talented personnel, as well as to enlarge gradually technology trade size in order

to improve technology balance of payments from a long—term point of view.

Key words: Technology trade, Technology balance of payments, Technology

competitiveness, ARDL-bounds test, Error correction model
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