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Economic Model Analysis of R&D
Quantity of MNCs from the FDI Perspective

JI Sheng-bao

(Institute of International Economics s Nankai University, Tianjin 300071, China)

Abstract: With a two-stage game model of R& D-production, the paper
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analyses the effects of market scale, wage level and R&D quantity of the
host country on R&D quantity of MNCs through the competitive modes of
Cournot, Stackelberg and Collusion from the FDI perspective. Firstly, it
shows that market scale of the host country has a positive impact on R&D
quantity of MNCs under the three competitive modes above. Secondly, un-
der the modes of Cournot and Stackelberg wage level of the host country af-
fects R&D quantity of MNCs, and under the Collusion competitive mode,
the effect of wage level of the host country on R&.D quantity of MNCs is de-
termined by product effect and substitute effect. Thirdly, under the modes
of Cournot and Stackelberg R&.D quantity of the host country has a negative
effect on R&D quantity of MNCs, but under the Collusion competitive
mode, R&.D quantity of the host country has no effect on R&D quantity of
MNCs.

Key words: R&.D quantity; multinational companies(MNCs); market
scale; wage level; reaction function
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(E# % 114 W) consumers. Based on signaling model, it proves that, to
serve as a signal of enterprise quality, trade association can change the struc-
tures of enterprise cost and market information, thereby helping consumers
to discriminate good enterprises form bad ones. Then the paper tests the
conclusion above by a behaviour simulation experiment and analyses the ex-
isting necessity of trade association. Furthermore, it suggests that trade as-
sociation should emphasize more on serving for the high-quality enterprises,
objectively publicizing enterprises’ goodwill and improving self-discipline to
keep a healthy and sustainable development, promote sound industrial oper-
ation and increase consumers welfare.

Key words: trade association; signal transmission; separating equilib-

rium; simulation experiment
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