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The de mand I'eCOgIlitiOIl of firms for innovation service
——The examination and application of

‘firm size-innovative strategy’ hypothesis

CHEN Yanrying, GAO Linlin
( Economics Department, Dalian University of Technology, Dalian 116023 ,China )

Abstract: The current innovation service system in China works inefficiently . One of the key reasons for
this is that innovation service agencies don't know what kind of services firms really demand. The  firm
size-innovative strategy’ hypothesis tells us that firm size is conductive to innovation choices . According to
this hypothesis, we construct a two-step game model to analyze the R&D competition between two multr
product firms . The analysis shows that firm' s innovation choices do relate to the firm size . Big firms prefer
process innovation while s mall ones prefer product innovation. Therefore, government and other innova-
tion service agencies can identify the innovative categories of the firms by the size and provide differential
innovation service for each firm.

Key words :firm size ; innovation service ;demand; product innovation; process innovation

[ il VEE



