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Abstract. We consider a two-country model in which one home firm and
one foreign firm compete in the domestic market in a Cournot fashion.
Suppose the production subsidy setting section (PSS) of the importing
country government maximizes producer’'s surplus and the tariff setting
section (TSS) maximizes tariff revenue. Then, the PSS chooses the first
move and the TSS chooses the second (DP-equilibrium). The welfare of
an importing (exporting) country is higher (lower) in the DP-equilib-
rium than that under free trade.
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ThoI ERAMOFHTHZ . LrLads ) LIEROBHETED
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FAEREIRHTEZ . £ TRIETIEE 1IZEAREBIFIL 2 DOHE
M owidts v a bbb EWPRMICEES L. —DI3A R4 %
ET HEF (Production Subsidy Setting Section, PSS) T& 1), fhid
PABLER & 258§ A EM (Tariff Setting Section, TSS) &4 5. )5 Tl
A B DGR B E REA DA AR, A SRR S 5 W IEBBINA
DEKRILE ENDHEOHITE LIFLIZR SN Tn 2 Y. 22 TRIITIEE
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F5HEM (PSS) O BERIIBE S 2R DEERRFORALE L, BB
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RE & 45 2 BR R F N2 NIBEE B B DI & 7 B R O B K E
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W5, Blz i Hillman (1989), Grossman and Helpman (2002) %% %,
F72, BEBINAZRAALT 2 BEBEORERICO W TIE, 6 213 Johnson
(1951-2), Collie (1991) Z L CHEDifkam& L C Wang and Lee (2012) 7
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W3 1 BRE, TSS (PSS) #%F 2 ERECOFEATZ#IRT 5 &, PSS (TSS)
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E3 5. Moflitsz p & LT, BRI 1RESEEX D IICNS 2 ()
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185, WERERHE CS=U-(pQ + 2) LE#L, ftAILhCs =S
LB,

UAZTERFS X 2 BORAKHE, A EmiB 4 s, BBt OKEZFTG LTS
53 BIIC B 2 REOMMBBAITR Y EET 5. HEMELIE RS
DEHEREZN TNz, yTERTDEELEQ=0+yThb. T/t Th
DEFBAE ¢, ¢, (275 Lcp>c,) LT bE, HEME HEAEOH
BRI ENZEN
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xr =
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PS(s,t) =7, —sx = (p—cz)z, T(s,t)=1ty, (3)
¥FERTAHELT, WAREAD

Wp=CS+mn, —sx+ty=CS+PS+T, (4)
i), SHEOEAKEEZHMAEETH L DT

Wi=my={p—cy—t)y, (5)
LY, RRIC, MERELEOHMZ G TER S N FRIEA L

W=W,+W;=CS+(p—c)r+(p—c))y=U—2Z— (cax +cyy), (6)

LEREND.

2.2 BMAEOREEKE DBERER

C ZClifg NEIBUFF N O A BRI 4 % 5 e 3 A0 & BB & B 2 H0 M
R T A WAEBIFIIA R LD 2008 ML), FREMA
ODHEZET L EMETRETH S, B 1 ITEEMBELRET 2 M
(Production Subsidy Setting Section PSS) T V), LIS % sxEH M
(Tariff Setting Section TSS) Tdh 4. #AEORBEEGRK & LT, 450
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DiEEHET L E-EL L. FHMORKILD 1 G132 0 RSB
LIFRTE S, Tbb

oW,  a—cy—5s5—t RO
= = 7 —q— —t.
B M 0, IT74bb s a—cgy —t, (7)
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2.3 BHRESHE

CITWE, gL L CTHHE S TOEESR, K% LIEAKELZPIR
$%. superscript FTINIHME M TOLEKTHL I L E2ERT L. s=0,
t=0&T 5L

FT _ 0—2¢ ¢y yFT:cH-cz—ch QFT:2a—cz—cy
3b ’ 3b ’ 3b ’
PSFT — (a - 209zb+ Cy)z7 TFT — ),

2(a —cz)? + (cz — ¢y)?
6b ’

(a+co —2¢))
90 ’

W}f‘T — WfFT —

BIU

d(a—cz)? +4(a —cy)? + T(ce — ¢y)?

FT _
W= 18b '

B HIENTES.

3 HAEDNT 2 3P0 BRIREBOEE LBAR | D-13E

Z 2T A BB CAERM &2 R E T A M L BB R R ET 2 56
MEZR L BT, ERWEADRKLE ZRLZLMHOHEEZHT 5 &
L &, 81 OEEMBEHERM (PSS) (ZMET 2 EHROEER
FRIORILE By E L, MoBBEGETM (TSS) 13BBINARARILA
HYTH 2 L9 5. PSSIZBHHT 2 iEEOMFERLIRM A HiE L CZOERE
w (FIE) CBGEAET 54, FERICHEE L CHiBIab ZET 5 720M
BHOMBETH BEEEFH L RAALT 2 EET L. M7 TSS 2SBEBIA
I NALT % & OFE5EIZ Maxmum revenue tariff 7 & OEAET 2 I ERE 2
LB ENTED.

Bl 2 A\XHATIZ PSS 3B 3 % FESENFH B & & 26T 2 iR EE L R 2
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MIKEETH Y, TSSIZEABIRAOEHEIZRNTNES BB ZZET 210
BEDOL) bOEMET LI EDWELD LNV, 2BIOMIZET
5 & 0 EEl 7 % %213 Hayashibara, Ohkawa, Nomura and Okamura (2013)
THRINTND.

29 L2 2B MOBERDMENENRZ DS 4 I 2 T2 EEST H L 3D
BT ANRETH . 1 1% DS B Tl A O W FT AR T
— A% TL—F5bDTHh5D. #21LDP BT PSS H%ETF, TSS v %T
REIRT AT —AThA. Z L TEHE3ILDT HflfTHilZ TSS A356F, PSS
PEFEHERT LT —ATH 5.

FEHMOTE ZNICER L LD, 1 ITEEMBEE s # FIH LRI
T HHEEDEEE SR PS(st) x i KILT 5 PSS TH Y, sD LAldz %
WIS PSx%@mo 505, MiTp K TEETPS 2R EEs, T4
bh

8PS_( B )@_’_ @_a—ch—l—cy—éls—l—t
9s PTGy T s T 9b ’

THY, WHEDONT 2T A 1 B4t X ) BBt o e L
TZORUSAE

a—2c; +cy+t

SRD (t) = 4 3

(10)

PEOHNDL, Thdt D EFIT c ZHINS R PS 2K T SE 5% p
T ERSETENZ LA SELRDPEEE720TH L. ZTOULHE L
Tl

RD @ —2Cy+cy+t RD . _ @+ 2c; —3cy —3t
.Z'(S 7t) - 2b k] y(s 7t) - 4b 3
30 —2¢, —c, —t (@ —2¢, + ¢y +1)?
Q(s"P t) = ———~—  PS(s"P 1) = . ;
2b 8b
LT
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dPS(sBP ¢ a—2c, +c,+t  x(sBPt
(dt ): m l = (2 )>0, for >0, (11)

DAL T H D TIRD Lemma %155,

Lemma 1. ApERBI&REHM (PSS) @ BUGEEI3 BB O BB T
HY, ZORISEELETIIWMAR L BRI IR O EETH 577,
i A A e & AR AR SR ORI B & 7 B

55 2 Z IR £12 X ) BB T(s,t) % BAALT 5 TSS DRAALLMHE

or

or @7a+cz720y7374t
ot '

Ytin = 3D

DING VAT HEZAHT, HEMBE s O E L CZFORIGEE

a+cg—2cy —s

tRD(S) = 4 )

(12)

PEoNDL, sOEA Ty ZWPSERANTZEHTSELNLTH 5.
D ETIE

5a — Teg +2¢y +Ts a+cy—2cy —s

RDy _ RDy _
.Z’(S,t ) = 12 ) y(s,t ) - 6b ’
Ta — 5¢; — 2¢, + 5s (a+ cp — 2¢c, — 5)?
RD y RD Y
— T —
Qs 120 » Tlet™) 24b ’
BIOU
dT (s, tBP a+cy—2c,—s s, tBP
(@ - - o o 2 V<o for y>0.03)

DAL T A, KXo TIKRD Lemma 2155,

Lemma 2. BABLREERM (TSS) O KUt BI A FERB & 0 A B &
) D LTIE, EAELEER L ARG E I A EMB SO INBE, WA
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B2 0 HERFTSOSBIE L BOR TR O JuE

&L BN EFERMB ORI TH 5.

P Eois (Lemma 1 BX U Lemma 2) 25 38 A E A& FERBI 7%
SEFBM (PSS) W3e&d & 72 0 BBER et (TSS) AhBkis & 7 2 ¥f
MHALT D2 EAHIAT 228 (M2 %22M), DT TR L) 2nsif
A5 IO DI KB A PIRNIZRD .

3.1 DS : mEBPFOREFES — L
MR O BORFEATDE— DB o & &, RIS (10) & (12) % #37 LT
sE tIZB LT &

s _DazTeat2ey o ps_3lat2e=3e) o (14)

17 17
EHBOT, ITNHEMRALT

2(5a — Tcy + 2¢y) 2(a + 2¢c, — 3¢y)
DS _ z y DS _ z y DS _
T 17 Y w0 @

2(6a — 5cy — ¢y)
17b ’
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pgbs _ 2(5a — Tey + 2¢y)? 6(a+ 2c; — 3cy)?

DS _
289b = 289b ’ (15)
ps _ 259(a— ca)? +5(a — ¢, + 27(c — )%}
= 289b ’ (16)
ps _ Aa+2c, —3cy)?
Wi = 289b ’ an
/LI LENTED.
3.2 DPi9#1 : PSS #%F, TSSHEFE2ERTI2ERFET — L
TSS O FUS B E & Fi ik A 72 HEFER 55
rpy _ (5a — T2cq + 2¢, + 7s)(5a — T2¢, 4 2¢y — 55)
PS(s,t77) = 144b ’
DEKRILLD
dPS(s,t?P)  ba—Tc, +2c, —3bs 0
ds B 72 -
ERFL VMBI LTS, SHICAT 5 LRI
pp _ Sa—Tcg +2¢, pp _ 3(ba+Tc, —12¢y)
s = — >0, t7"= 0 > 0, (18)
ElEOND. IS KRR, AEESEB I CELALR LR
pp_ Sa—Tce+2¢, pp  2(5a+Tc, —12¢,) QD579a7701720y
’ w0 350 ’ - 14
pp _ (ba—Tey +2¢,)? pp _ 3(5a+Tc, —12¢,)?
P = 140b T = 2450b ’ (19)
pp _ 3605(a — c;)? +470(a — ¢,)? + 1638(cy — ¢y)?
W= 289b ’ (20)
WfDP _ (5a + Teg — 12¢,)? (21)

1225b
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3.3 DTi5# : TSS #5&TF, PSS HREFEZHIRYT 2BRFET — L
A — A & 13312 PSS O JUBBI% % i b A 72 BB

+ 2¢; — 3¢, — 3t)t
T(sBD ) — (a T v
G o :
DEALL D
dT(s®P 1) a4 2c, —3c, — 6t 0
dt B 4b -
ThHoHOT
DT _ a+2c, — 3¢y >0, DT = Ta — 10c, + 3¢y 0, (22)
6 24
2L IhH LD
pr _ Ta—10c; + 3¢y pr _ G+ 2c; — 3¢y QPT = 17a — 14c, — 3¢y
T Y T s - 24p ’
Ta — 10¢, + 3c,)? (a+2c; — 3cy)?
PpSPT — ( y TDT _ Yy
5 288b ' 48b ' (23)
470(a — ¢;)? +39(a — ¢,)? + 222(c, — ¢,)?
DT _ x Y T Y
W= 1152b ’ @9
a+2¢, — 3¢y)?

640 ’

LI ENTES.

3.4 2EHPIEDBERZ A I > T DNERIRE

A & TP OB T, %M 1 RS 2 VI35 2 BREC,
TNENBORZFIT L L g L7 & ZOEESLTHRMORES L TER
MIEAKEZ R L7z, REITIZZNS ORI Z B LT, %0 BRFT&ED
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M CECRETOFHEDLNENICVPIRE SN DD e B b, FHFI O
BER BRI EFRIIER L TREN L.

1 ZEMOFH L FIG

TSS 7345 1 BB | TSS A% 2 By
PSS 345 1 Bt (PSP, TDS) (PSPF PPy
PSS 7545 2 Bl (pSPT, TPT) (PSPS, DS

55 112 PSS OFfF & K % &

239a — 338¢, + 99¢y ) (a + 2¢; — 3cy)
83232b

PSDS _ PSDT — (

>0,

BIU

9(5a — Tex + 2¢,)?
404600

PIMALT B DT, HEHEFREEZRKT S PSSICE o ThEFERAT L0

WEICHNE T 5. MHBABINA 2 KL T % TSS OFIE R IX

DS _ pDP _ _ 9(155a + 259¢, — 414¢y) (5a — Te, + 3¢y)
7080500

PSPY — psPs =

> 0,

<0,

BIU

a+2¢; — 3c¢y)?

DT _ pgDS _ (
s 138720 >0,

TdH %728, TSSIE PSS AR 2 ST L CHRPTHINT 2. L
b ROGEEES.

Proposition 1. §ii A B CA & &8 % i KL 5 A b &k 2 5 M
(PSS) & BB & e KA 2 BBLE e M (TSS) 2T 5. 20
EEPSSOETFERAL, TSSIEEFTHIGT 20T, AARIZ DP H
MEBT 5.
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O BT L 72O B RFERLE DP L FEFERISME DS O£%E
BEWEKLLD . 6 1ICESEESICE LT

18(5a — Tey + 2¢y) 9(5a — ey + 2¢y)
DS DP Yy DS DP y
— =\ = ~Y +P5 _ ¢ = _

s s 595 >0, 1190 <0,

27(5a — Teg + 2¢y)

DS | DS DP | ,DP
+t — +t = > 0,

L, HEEs (fHEE) OERIZOW TR
3(ba — Tex + 2¢y) 3(5a — Tex + 2¢y)
DS _ ,.DP _ y DS _,DP _ y
e 1706 >0y -y 5950 <0,

3(ba — Tey + 2¢y)
DS _ HDP _ x y
@ @ 238b

L n. PSSIISEEH L L TZOAEMBE T 8T, TSS ICHBH
DFER M T 245, TSS O UG - T 1 BAAEERMB SO T IZ
IR 45D 1B ERTHIEICh D, Lz o TRREKRE s+t
FETL, QRXAZSELTHEARIHEMNT 2 O THEBIA b BENYT 2
5, Zo& EENAERIZRDT 575 BEtRE D L Clitg RO
BIEA LR, EEEARDL EAT A 29 LT, WM E b FEEFEERY
5 & BRFHRGHE DP~NATT 52 LT, I0ELoREEZELZ LI
b, 0L i AEEAKEL

3(5115a — 8113¢, + 2998¢, ) (ba — Teg + 2¢y)
28322000

>0,

WS —wPr = >0,

THY, JIcR7zE B DP BHTIE DS I B L CHBUINASL L O
RS SRNETRIETH 505, REHEOMTIZ X 2B ERB OB 577
EES 5 7z ol AEIRA ISR E L 2o T, EEIRAE S 2 0% R
DB L F LIEE T, WP <WPP <o ) i AEIEAEDNET &3 THh
5. WEEAEOEFCS % i RIFA KD I,
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3{775(a — ¢z) — 1262(c; — ¢y) }(ba — Tez + 2¢y)
5664400 ’

WDS _ WDP —

ER)AFEETH S, DS TR E Q 2°% (HFIRAE ) EKiEE L
mHEHE AT 5%, DPHECTRERAERHTH 2WAR y %<, &
FRAEHOENERESR « 3D 72O e O PR 235 IS,
EBORAFEMAEAEI/NS W E IITRTEDER L T WPS>WPP L 2
5, ENDIERT B L EDHR & 7 5720 WPS<WPP L7 2.

3.5 BHEBZ O
SREGNERICEBLY 2 DP 39l L ZIIEE L L COHBE S L 1
WL LY. KEEER L RIEGEOEIL

a+Tcgy — 8c¢y

iIIFT < .%DP, yDP < yFT’ QDP _ QFT — 120

<0,

&b, EAEEAEKED I

1015(a — ¢z)? + 1410(a — ¢y)? + 14(c; — ¢y)?
29400b

WPE _wfT = >0,

LY, HEESIHEL TDP T, HHRERHIIEKETH 25
FERER AT O & BBUA OFEAIC L ) A EEA E kL 2 5. il
77, B EIEAKEZ Z S THIMAE y OB L F—HFETH S50,
WPP<WiTTdh b, wICHFIEACHL TR, 2 TIIEEROLE
75 SRR & 12

145(a — ¢z)® +4420(a — ¢ ) (cz — ¢y) +4912(c; — ¢)?

WDP o WFT —
17640b

<0,

EhoTHEET S, UEOERI YV ROGEEZES.

Proposition 2. WAERIZHAZ§5 DPHE CIZHBEZE S 2B LT, A
EE AL REKETH 578, B EIEA: & A SRR & 2 5.
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4 EBERERZE

AR T AEBUFIL 2 2OMM T b b, EEMISZE3ES 5EM
(PSS) ERABLEZFEET AEM (TSS) bbb e L, PSSOHEILHM
WY D EEDEEERFORKAL, TSS O HEIZREBINAR LTS S &
L., ZoLZLDTOL) RERPELN. 112, EARETPSS
AHEFEHRA L, TSSIZEFTHINT S (DP ) AWAMICERT 5.
B212, WAMICES TS DP¥WHCIHMmES L T, WMARESEA
TEKIETH 205, Wi EIEA & HEFUEA I IMORE L 2 5.

LIAHT, MAEBUFOEEMIZNTNHE—DOHEEZE T 5 LIRS
v BIZAXEFBMIE A % < &b K S 1T EIRMIELEOR KA 2 585
BUREEDSH B, DX ) IZEHM RO BIE % IR 26 05 7
#%2|3 Hayashibara, Ohkawa, Nomura and Okamura, (May 2013) THT
bNTWh, ZZTIRETMATE D ICHCOMEE R AT 2 BB L O
ERIELE 7 i LT 2 BORD 5 EIRT 295612, ERYEEZ RS
5 LI ICHOR R PET 2 HANERNICH S OREZ 5D LW eErH 5 &
VIRERER LTS, FEAEBFO&EHMA LELO & H1czhen
BEOBEZEIRT 2 LFAFICZNENOMADT 77— L IZB W THN
HEICBORIER (54 322 7) 2 RET AEDEEE) Hayashibara (May
2013) THENTWE, 22T RO & (TSI HMIE 2 EhE
CORGZ R AT 2BORZEIRT 5 Z LAVREN 5.
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