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Enterprise’s R&D Expenditure in Spatial Cournot Competition

SHENG Yuxue
(Business School of Guangxi University, Nanning 530004)

Abstract: The strategic interaction between enterprise research and development (R&D) investment and
district committee decision-making is an important factor to determine the enterprise market power and
profitability, and has a practical impact on the balanced R&D level of the industry. Based on the assumption
that knowledge spillover exists among enterprises, this paper constructs a spatial cournot competition model
and discusses the relation of geographical proximity and R&D incentive of enterprises. The hypothesis is tested
using the Chinese industry enterprises’ data. The results show that knowledge spillover will make enterprises
tend to agglomerate, and the R&D expenditure of enterprises increases with the decrease of the distance
between enterprises if they compete in quantity. The spatial policy of innovation for different industries with
different competitive characteristics needs to be formulated separately.
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