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N 23 598 23 598 23 541 23 541 23 598 23 598 23 541 23 541
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b2 BN GE G AR 7 52 BE T BRI AE RePR BB KPR U METHET (Wolff and Pett,2006) , H 1t
RAR M B7 i BT R L BB i T/l o
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Firm Size and Innovation Choice
Ye Lin
( Center for Population, Resource and Environment Research, Wuhan University )

Abstract; Based on Cournot duopoly model of differentiated markets, this paper analyzes how firm
size influences the incumbents’ innovation choice. The theoretical model demonstrates that product
innovation brings substitution effects on the existing products by decreasing the demand and profits of
existing products through introducing new products, while process innovation brings scale economy
effects by decreasing the cost of existing products. The high profit loss brought by substitution effects
and economy of scale lead the large enterprises to investing process innovation which aims at
decreasing cost; the relative low loss brought by substitution effects and diseconomy of scale lead the
small enterprises to investing product innovation. Using the firm — level data of Chinese high — tech
industry from year 2004 to 2007, our empirical analysis shows that the size of the enterprise is
significantly correlated with the choice of innovation technology: large enterprises tend to develop
process innovation and small enterprises tend to develop product innovation. The result still holds in
the robustness tests. This paper also explores the roles of firm size and ownership in innovation
output and the findings show that the product innovation and process innovation outputs of large firms
are higher than small firms, and the innovation propensity and level of state — owned enterprises are
higher than non — state — owned enterprises. Our analysis suggests that the policy encouraging the
innovation of small enterprises will increase the product innovation of Chinese high — tech enterprises.
Key Words: Firm Size; Product Innovation; Process Innovation; Differentiated Markets
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Trades Affect Labor Income Distribution; Comparative

Study by Permanent, Temporary and Peasant Workers
Xiang Songlin
(International Strategy Institution,Party School of the Central Committee of C. P. C)
Abstract: This paper analyzes how firms’ foreign trade affects labors wage. Using China’ s
manufacturing firm — level data from World Bank, we find that firm’ s trade has asymmetric income
distribution impacts on different labors. Export benefited more on temporary and peasant workers,
while import brougt more profits to permanent labors. After controlling utilized production capacity,
established time, geographic location, ownership and matching methods, the above results still
hold. When China’ s firms participated in international trade, our conclusions suggest that only
export or only import will generate wage gaps among different workers. Despite the fact that trade
plays an important role in China’ s economic development, we still suggest that government should
implement redistribution policy to adjust workers’ income disparity, because the firms’ trade could
not narrow this income gap.
Key Words: Manufacturing Firms; Trade; Wage; Income Distribution
JEL Classification: F16,F14
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