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Abstract

We analyse the effects of simple strategic trade policy in a duopoly with vertical
product differentiation where firms from a developed and less developed country
compete in both qualities and prices in the domestic market. The distinction between
the developed and developing country firm is captured through the difference in the
marginal efficiency in production of quality, where the latter has lower marginal
efficiency than the former. We concentrate on the case when the domestic market is in
a less developed country and when it possesses the characteristics of a “natural
duopoly”. That is, the size of the market is such that only two firms can survive in it.
We analyse under which conditions welfare maximising trade policy in the form of
tariffs can lead to so-called quality reversal, that is, to the situation in which an initially
low quality domestic firm will jump up the quality ladder in anticipation of the optimal
trade policy. We then contrast our findings with related results concerning quality
reversal in the relevant trade literature.

Abstrakt

Analyzujeme dusledky jednoduché strategické obchodni politiky v duopolu s
vertikdlnim rozliSovanim produkti, kde si firmy z rozvinuté a rozvojové zemé
konkuruji v kvalité a cené na domacim trhu. Rozdil mezi firmou z rozvinuté zemé a
firmou z rozvojové zemé je zachycen rozdilem v mezni efektivité pii vyrobé kvality,
pficemz firma z rozvojové zem¢ ma nizs$i mezni efektivitu. Soustifed’ujeme se na
ptipad, kdy domaci trh je v rozvojové zemi a ma vlastnosti pfirozeného duopolu. To
znamena, ze velikost trhu je takova, Ze na ném mohou pfezit jen dvé firmy.
Analyzujeme, za jakych podminek blahobyt maximalizujici obchodni politika v
podob¢ cel miize vést k takzvanému ,,obraceni kvality,* tedy k situaci, pfi niz domaci
firma, ktera ptivodné dodavala nizsi kvalitu, v anticipaci optimalni obchodni politiky
zatne dodavat vyssi kvalitu nez zahrani¢ni firma. Poté porovnavame naSe zavery s
obdobnymi vysledky vztahujicimi se k ,,obraceni kvality* v relevantni literatufe.
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