Optimal Tariff, Spillovers and North-South Trade

Kresimir Zigic
CERGE-EI

March 1996

Abstract

This paper investigates the issue of the optimal tariff policy of the domestic country ("North") in
an environment in which its trade with the foreign country ("South") is accompanied by a leakage
of technological information (spillovers). Three duopoly games were considered. The first one
views spillovers as a parameter. In this setting the Northern government sets the tariff anticipating
the subsequent competition between the firms. The second game assumes that the spillovers are a
strategic variable under the control of the Southern government. The tariff and the optimal level
of spillovers (interpreted as the degree of the intellectual property right protection), are
determined now through the interaction between the Northern and Southern governments whose
decisions precede the decisions of the firms. In the third game, the Northern government erects a
tariff only if it observes the violation of intellectual property rights by the Southern government.
Such a tariff is called a punitive tariff.

Abstrakt

Tento ¢lanek zkouma zélezitosti optimalni tarifni politiky doméci zemé (,,Sever") v prostiedi, ve
kterém je jeji obchod s cizi zemi (,,Jih") doprovéazen unikem technologickych informaci
(druhotné efekty, v angli¢ting ,.spillovers"). Clanek zvazuje tfi duopolni hry. V prvni se na
druhotné efekty pohliZi jako na parametr. V tomto uspofadani vlada Severu ur¢i tarif, ocekavaje
nasledujici soutézeni firem. Druhd hra ptedpoklada, Ze druhotné efekty jsou strategickou
proménnou, kterd je pod kontrolou vlady Jihu. Tarify a optimalni uroven druhotnych efekta (které
se interpretuji jako stupeil ochrany prav dusevniho vlastnictvi) jsou ur€ovany interakci vlad
Severu a Jihu. Jejich rozhodnuti se uskute¢ni pfed rozhodovani firem. Ve tieti he vlada Severu
zavadi tarif pouze kdyZ pozoruje, ze vlada Jihu porusila prava duSevniho vlastnictvi. Takovy tarif
se nazyva trestni tarif.
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