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We set up a two-country international trade model of oligopoly with two home

firms and one foreign firm, in which the three firms play the following three-stage game. In stage
1, the two home firms decide to enter the foreign market through either exporting or undertaking
foreign direct investment (FDI), i.e., building up a subsidiary to serve the foreign market. In
stage 2, the two home firms decide to choose the level of a cost-reducing R&D investment. In stage
3, the home firms and the foreign firm decide to choose the amounts of output sales in both the home
and the foreign markets in a Cournot manner. We derived the subgame perfect equilibrium of this
three-stage game and theoretically explored the welfare effects of trade and FDI liberalization on

the home and the foreign countries.



EPA
FTA
EU TPP

Krugman 1980

Melitz 2003 Helpman etal. 2004 Krugman

Dei, 1990; Horstmann
and Markusen, 1992
Helpman et al., 2004
Abe and Zhao, 2005 Creane and
Miyagiwa, 2012

1. Abe, K. and Zhao, L. (2005) “Endogenous international joint ventures and the
environment,” Journal of International Economics, vol.67, pp.221-240.

2. Creane, A. and Miyagiwa, K. (2010) “Export, foreign direct investment, and joint
ventures: learning the rival’s costs through propinquity,” Working Paper Archive of
Department of Economics, Emory University, no.10-10.

3. Dei, F. (1990) “A note on multinational corporations in a model of reciprocal dumping,"
Journal of International Economics, vol. 29, pp. 161-171.

4. Helpman, E., Melitz, M.J. and Yeaple S. R. (2004) “Export versus FDI with
heterogeneous firms,” American Economic Review, vol.94, pp.300-316.

5. Horstmann, J. I. and Markusen, J.R. (1992) “Endogenous market structures in
international trade,” Journal of International Economics, vol. 32, pp. 109-129.

6. Krugman, P. (1980) “Scale Economies, product differentiation, and the pattern of trade,”
American Economic Review, vol.70, pp.950-959.

7. Melitz, M.J. (2003) “The impact of trade on intra-industry reallocations and aggregate
industry productivity,” Econometrica, vol.71, pp.1695-1725.



2 2 1
Melitz 2003 Helpman et al. 2004
2
R&D
FDI
FDI
2 2
0 1 2
2 2
2 1 2 1 3
FDI FDI
FDI
0
3 1 1 2
FDI
2
1 2 R&D
3 1
2 3 3
FDI FDI FDI
FDI 3 (%) FDI
f f t*
FDI t*
FDI FDI
endogenous firm heterogeneity
R D FDI R&D
Melitz (2003) FDI Helpman,
Melitz, and Yeaple (2004)
0
FDI t*
FDI R&D
FDI
FDI
FDI FDI f
FDI
FDI FDI FDI
FDI
FDI
FDI FDI



FDI

FDI
FDI t* FDI

Sugeta, Hajime, and Ishii, Akira (2019) "Export versus FDI in an International
Oligopoly with Endogenous R&D and Firm Heterogeneity," Kansai University Working
Paper Series No. F-93

o

ISHII, Akira

8 00405630

@






