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EHWH x BHES Bmp-Smp 163 659. 800 223 803. 600 428 1529 814
BRI /% Ass 0.328 0. 094 0.122 0. 696
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Figure 5 Economic Implication for Vertival Markets
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Table 4 Regression Results for Economic
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Table 5 Robustness Test Results for
Inverse Distance Saptial Weight Matrix
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Table 6 Robustness Test Results for
Economic Distance Saptial Weight Matrix
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A Study on the Spatial Spillover Effect of Buyer Power
Based on Spatial Durbin Model

LI Kai, DING Zhengliang, YU Guanyi
School of Business Administration, Northeastern University, Shenyang 110000, China

Abstract : The R&D investment of enterprises is not only influenced by the attributes of themselves and factors of industry attrib-
ute in horizontal markets, but also the increasing buyer power from adjacent industries in vertical markets has become an impor-
tant influencing factor.

Based on the data of pharmaceutical manufacturing industry and medical industry from 2001 to 2015 collected from different
statistical yearbooks of China’s economic and social development statistics, we try to analyze the influence of buyer power in med-
ical industry on R&D investment for pharmaceutical industry. When R&D investment is measured by the ratio of new product
sales revenue to sales revenue, sales revenue of sellers comes from both local and the rest regions of downstream buyer markets,
namely, there is a spillover effect existing in the influence of buyer power on upstream manufacturers’ conduct and performance
from the vertical perspective, special considerations on many-to-many interactions need to be taken into account. By setting up
the vertical relationships between 31 pharmaceutical enterprises of sellers multiplied by 31 medical enterprises of buyers, we uti-
lize spatial durbin model to analyze the spatial spillover effect of buyer power on manufacturers’ R&D investment.

The empirical results show that R&D investment of regional pharmaceutical industry presents the characteristics of high( low-
er) value and high( lower) value for spatial agglomeration. When buyer power is characterized by the total number of regional
hospitals, seller power is characterized by the total number of regional pharmaceutical enterprises, yet given the regression results
of inverse distance matrix and economic distance matrix, there are only minor differences. The direct effects and indirect effects
are both negative, indicating that the local buyer power not only restraints the R&D investment of local pharmaceutical industry,
but also restraints the R&D investment for the rest regions through spatial spillover effect. However, the spatial spillover effect is
not much significant. The absolute value of direct effects is significantly greater than that of indirect effects, which shows that the
transaction relationship and economic connection of market entities of vertical industry chain in the same region are closer, while
the downstream industry has stronger vertical binding power on suppliers’ behavior. The relatively equal market power between
upstream and downstream industries is conducive to the launch of R&D activities, and the relatively strong or weak market power
of sellers reduces both R&D incentives, the role of seller countervailing power is deeply reflected. The scale of pharmaceutical
industry, asset specificity, enterprise size and market demand growth rate are negatively related to R&D investment. Technologi-
cal innovation lags behind the pace of industrial scale and enterprise size expansion, the expansion of industrial volume is remark-
able, but the qualitative improvements are not much. Government regulation, per capita GDP, sales profit margins and product
differentiation are positively related to R&D investment. When the total number of regional hospitals and the sales revenue of the
pharmaceutical industry are used to measure the expansion model of buyer power and seller power respectively, it also proves the
robustness of the conclusion above-down.

This study innovatively expands the vertical research method. That is, the spatial econometric model is introduced into the
empirical analysis of vertical relationships.
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