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Abstract

The important characteristic of international competition between developed and less
developed countries is vertical product differentiation, where firms' quality choices represent
strategic decisions. Unlike the previous literature, we allow for a leadership in quality choice
and the possibility of imitation and learning by the domestic firm. We compare both positive
and normative aspects of this setup in the free trade and the strategic trade policy regime and
show that the value of leadership may change dramatically when moving from free trade to
trade policy. We also identify conditions under which trade policy can initiate the change in
the quality ladders (known as quality reversal) and demonstrate that such a policy has a
somewhat limited scope to achieve it. Thus, free trade can still be an optimal trade
arrangement.

Abstrakt

Dulezitou charakteristikou mezinarodniho obchodu mezi rozvinutymi a méné rozvinutymi
zemémi je vertikalni diferenciace produktd, pficemz kvalita je strategickym rozhodnutim
firem. Na rozdil od literatury uvazujeme vidcovstvi ve vybéru kvalit a moznost imitace.
Porovnavame kladné i normativni aspekty volného obchodu a strategického vybéru obchodni
politiky. Identifikujeme podminky, pfi kterych obchodni politika mize vést k opacnému
usporadani kvalit a ukazujeme, Ze takova politika na to nékdy neni dostacujici. Proto muiize
byt i volny obchod optimalnim obchodnim uspotfddanim
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