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Study on the Change in Equilibrium Number of
Transnational Corporations in Chinese Subdivided
Car Markets from the Perspective of Product
Heterogeneity and Different Market-entry Modes

SUN Jiang-yong',XU Ping-ping”

(1.School of Economics and Management s Shandong University of Science and
Technology »Qingdao 266590,China ;2.Department of Finance , Shandong University
of Science and Technology ,Qingdao 266590,China)

Abstract: This paper employs the analytical framework raised by Help-
man et al.in 2004 to study the adjustment in equilibrium number of transna-
tional corporations in subdivided markets along with the changes in target
markets positioned by transnational corporations in industries with product
heterogeneity. It arrives at following theoretical conclusions: as the income
levels of target consumers increase from low-end subdivided markets to
high-end ones,the adjustment in the number of transnational corporations is
characterized by a shift from upward trend to downward trend; compared to
the adjustment in the number of transnational corporations based on export-
based market-entry mode, the adjustment in the number of transnational cor-
porations based on FDI-based market-entry mode is more sensitive to the
changes in income levels of target consumers from low-end subdivided mar-
kets to high-end ones. Then it makes an empirical test based on the data of
Chinese car market in 2009,and confirms the theoretical conclusions.

Key words: product heterogeneity; transnational corporation; equilibri-
um number; FDI; export
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