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Abstract

We consider a general oligopoly model with consumer surplus moderated quantity competition
among state-owned enterprises (SOEs), where the SOEs employ workers who are members of the
state-owned worker union and produce differentiated products. We show that increasing the number
of SOEs would lead to an outcome in which these enterprises choose a lower level of product quality
and this, in turn, results in welfare losses for the society, depending on the degree of substitutability.
Our findings are consistent with the evidence from China and uncovers important linkages that exist
between worker union, product quality and competition, and that have mostly been ignored in the
industrial organization, trade and development literature.

Keywords: SOEs, Product Quality, Competition.

2015 MSC:

LCorresponding author’s email: munirul.nabin@deakin.edu.au. We like to thank Aaron Nicholas, Pedro Gomis-
Porqueras, Tareq Chowdhury, Shuddhaswatta Rafiq and Debdulal Mallick for giving us helpful comments on our
initial draft and to Hong Hwang and Baomin Dong for useful comments. We also like to thank to two anonymous
referees for their helpful comments. This paper was presented at the Conference on ‘Economic Linkages through
International Trade, Investment, Migration and Tourism’ on May 30-31, 2015, Hong Kong. The conference, organized
by Chu Hai College of Higher Education, is supported by the IIDS Grant (Project No: UGC/IIDS13/B01/14) from
the Hong Kong Research Grant Council.

Preprint submitted to International Review of Economics and Finance February 22, 2016



Download English Version:

https://daneshyari.com/en/article/5083343

Download Persian Version:

https://daneshyari.com/article/5083343

Daneshyari.com


https://daneshyari.com/en/article/5083343
https://daneshyari.com/article/5083343
https://daneshyari.com

