ez
&

A
iz

‘_lr_”

N
%0

o

T
Np

~
fife)

<E A>

vie)

O

i

A AR el

4% AR

R
.

aLef A

pio8

o

7N o]

she

g1eHAl w
1 o]

3|

A

=
=

A A= TS 719 Ad TA ARt

A7 =pell il

g7 T A =

sk

il

7

b el o E e

3|
il

TA AAAreE FHA AL Abel o] wizluke] ol ut

Al

el

7

o)

=
=

]

Al o

3

A

s

S vg o &2 R&DO| A

3

&

L

b
S|

Aol o

=€
L

37 o

=

(Tel: 031-400-5622, E-mail: jha@hanyang.ac.kr)



F2koll o
&D FA&
a8l R

A%

ol

kS

3

3 o1 [e) ﬂ, 3 T H
o O]—,—,— =
:1 7|—;(H A/\]—X‘J o ':'B
A LA
= A ooﬂ

o

®R

o)
®R
o

)
9
HH
el

o

= X ]_7
F0A AR
A F3kx
Wk whet

B

w_
O

X

[

el

o



Bargaining Power Over Intermediate Goods Prices and
Innovation: A Policy Analysis Using
Schumpeterian Growth Model

Joon-Kyung Ha

Abstract : This paper examines the effect of bargaining power over intermediate goods
prices on innovation and economic growth using a Schumpeterian growth model. The
notion of "intermediate goods prices” broadly indicates the reward to innovators including
innovative SMEs as well as intermediate goods producers that are vertically integrated to
big businesses. From this viewpoint, this paper sets up a Schumpeterian growth model
that incorporates the market power between final goods producers and intermediate goods
producers. The results show that the reduction of intermediate goods prices slows down
long-run growth rates as it erodes the reward to innovations. Lower intermediate goods
prices decrease marginal productivity of capital and real interest rates. However, the
harmful effect of lower profits on innovations outweighs the beneficial effect of lower
interest rates. Simulations using Korea's data for various cases show that in all cases
the policies that raise the share of intermediate goods producers are as powerful as the
R&D subsidy policies in raising growth rates. Therefore, fair trade policies that enable
intermediate goods producers—especially SMEs to obtain more fruits of innovations will

be helpful for long-run economic growth

Key Words : Intermediate goods, SMEs, Bargaining power, R&D, Innovation
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