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Abstract: Using 2001-2005 firm-level panel data of manufacturing firms above scale in China,
the paper analyze the factors which affect China firms’ innovative activities by Tobit model.
Measuring innovation by R & D intensity, we find that there is an inverted-U relationship between
innovation and size or competition, and a certain size and competition can increase firms’
innovative activities; comparing to other types of firms, SOEs have a strong advantage, and the
comparative advantage is more strong with the increase of size; while the innovative efficiency of
SOEs is less than private enterprises. Specifically, we distinguish market power and concentration,
and find out the latter is not apt to measure the level of market competition.
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