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Market Size Cannibalization and Policy Competition
for a Multiproduct Multinational Firm

Ma Jie' Yue Yang” and Duan Qi°
(a: Peking University; b: Arizona State University; c: The University of Hong Kong)

Abstract: This paper studies policy competition for a foreign-owned multiproduct monopolist firm producing two products
that are horizontally differentiated between two countries of different size. This paper shows that the equilibrium outcome of
FDI competition is determined by the interaction between the market size effect and the cannibalization effect and
countries” subsidy policies. Welfare effects of competition for FDI are derived; in particular This paper shows that the
competing countries may Pareto strictly gain from or Pareto strictly lose from FDI competition.

Key Words: Foreign Direct Investment ( FDI) ; Policy Competition; Market Size; Cannibalization; Welfare
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Institutional Reforms and Household Wealth Inequality:
A Property Transformation Perspective on China’ s Housing Reform

He Xiaobin and Xia Fan

( Huazhong University of Science and Technology; Guanghua School of Management Peking University)

Abstract: This paper proposes a property transformation perspective to study the mechanisms of wealth accumulation and
wealth disparity creation during China’s post socialist transformation. Tt examines how housing privatization marketization
have translated a greater wealth inequality between cadres and private entrepreneur households between state sectors and
private sectors. In the 1980s cadres and those working in the public sectors were more likely to be assigned a bigger and
better house for almost free whereas those in the private sectors had to rely on a self-built or inherited house or even buy
a house from the market. The housing policies since the 1980s have essentially encouraged working units to privatize their
houses by selling them to existing residents. Data analyses of the Chinese Household Income Project 1988 1995 and 2002
show that with the large scale housing privatization since the mid4990s cadres and those working in the state sectors are
more likely to obtain a private house from their working units at a discounted price than those in the private sectors. With the
recent boom of housing market in China housing inequality prior to and during the housing privatization has been translated
greater disparity in housing value and household wealth between those working in the state sectors and those in the private
sectors. In addition their advantages of housing value and total wealth seem accelerating with the rapid development of
housing market and privatization.

Key Words: Property Transformation; Housing Marketization and Privatization; Wealth Inequality
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