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Optimal Trade Policy under the International

Transportation Sector

Yoshitaka KAWAGOSHI

Abstract

The aim of this paper is to analyze the effect of the optimal trade policy under the model with
an international transportation sector. The main results are as follows: One of the main results is
the lower marginal cost of the transportation firm, the larger the share of the firm in an interna-
tional transportation market. Unilateral optimal tariff is affected by an exogenous foreign tariff
rate. If we ignore the transportation sector, then the unilateral tariff rates will not depend on
foreign tariff rates. Non-cooperative optimal tariff rates are positive. However, cooperative

optimal tariff rates can be positive or negative.

Keywords : import tariff, import subsidy, international transportation sector, homogeneous

goods, Cournot competition



