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Air transportation demand model: simulation,
86-88
Auvailable seat miles (ASM), 92, 93

Barriers to entry. See Trade barriers

Bertrand behavior: in airline deregulation
model, 86; in air transportation demand
model, 89-90, 95-96; in auto firm calibra-
tion model, 23-25, 34; firms as price set-
ters, 4-5; in steel minimill pricing, 152-53;
in trade policy effect model, 44, 47, 62

Brander-Spencer model: in R&D analysis,
158, 161-62, 166; tournament model of
R&D, 172-73; of trade policy under imper-
fect competition, 2-3

Calibration: of air transportation demand
model, 91-94; of European car market
model, 70-73, 80; parameters and data in
steel market model, 139-42; in policy ex-
periments, 58, 60—61; in trade policy effect
model, 45-49; of trade policy effect model,
58-62; of transport aircraft industry model,
110-14. See also Equilibrium concept

Calibration models: alternative to Dixit’s, 12,
14-20; market behavior in, 21-25; for opti-
mal trade policy, 11-12; parameter value re-
sults, 20-25; with product differentiation,
14; quality effects, 35; use of conjectural
variations in, 11-12

Calibration technique: defined, 4-5; refining,
5-6; in trade policy under imperfect compe-
tition, 46
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Car market model. See European car market
model

Cecchini Report, 5

Competition: in air transportation demand
model, 95-99; analysis in auto firm calibra-
tion model, 21-28; calibration procedure for
different forms, 46—47; comparison of Ko-
rean and Taiwanese industries, 200-201;
conditions for strategic behavior with, 3;
conjectural variations to capture firms’ be-
havior in, 11-12; in European car market
model, 68; in international steel industry,
131, 133-34; knowing degree of product
differentiation, 46; for labor rents, 158;
learning-effects model, 102; modeling inter-
temporal, 132; in steel minimill sector, 137,
140-41; in trade policy effect model, 43—
44,47, 53, 55, 62; in transport aircraft indus-
try, 104—-6; in transport aircraft market, 117.
See also Bertrand behavior; Cournot behav-
ior; Firm behavior

Conjectural variations (CVs): in auto firm cali-
bration model, 24, 30-31; in calibration
models, 11-12, 14-19; in calibration of
steel industry model, 152; solving for pa-
rameter, 46

Consumer preferences: in air transportation de-
mand model, 86—88, 89-90; in markets
with product differentiation, 68; in trade pol-
icy effect model, 64—66

Contestable-markets theory, 137-38

Cost function: in aircraft industry output,
108-9, 114-15; calibration in transport air-
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Cost function (cont.)
craft industry model, 113-14; in steel indus-
try model, 135

Cournot behavior: in airline deregulation
model, 86; in air transportation demand
model, 89-90, 95-96; in auto firm calibra-
tion model, 24-25, 34; in European car mar-
ket model, 68-70, 83; firms as quantity set-
ters, 4-5; in nontournament model, 159; in
trade policy effect model, 43, 47, 53, 55, 62

CVs. See Conjectural variations (CVs)

Data sources: for air transportation demand
model, 91-93; for European car market
model, 70-73; for firm behavior calibration
model, 19-20; for migration-immigration of
scientists and engineers, 185; for trade pol-
icy under imperfect competition, 45-46

Demand elasticities: in firm and market behav-
ior calibration model, 21-25; in firm behav-
ior calibration model, 15-18, 33-34; sensi-
tivity in calibration model, 33; in steel
industry, 139-40, 152; in trade policy effect
model, 45-47

Demand function: in air transportation de-
mand model, 86-88; calibration of parame-
ters, 93-94; in calibration of transport air-
craft industry model, 113-14; sensitivity
test in air transportation demand model, 97,
99; in steel industry model, 134-35; in
transport aircraft industry, 109, 111-12,
114-15

Dixit-Grossman model (in R&D analysis),
162-65, 167-68

Dixit quantification model, 4, 11-14, 19-20,
23-24, 25, 28-30, 35

Dixit-Stiglitz consumer choice model, 6465,
68, 82-83

Efficiency gap, 136-37

Elasticities. See Demand elasticities; Substitu-
tion elasticities

Empiricism, 4

Equilibrium concept: in airline transporta-
tion model, 86-90, 94-99; in calibrated
auto firm model, 42-44, 58-62; cross-
equilibrium differences in auto firm model,
47, 49-55, 62; with export tax or subsidy,
55-58; in steel industry model, 13438

European car market model: calibration of,
70-73; features of, 68-70

Export tax or subsidy: in trade policy effect
model, 55-59, 61-62. See also Subsidies

Firm behavior: in air transportation demand

model, 89-90; conditions for Cournot be-
havior, 24-25; conjectural variations to rep-
resent, 4-5; effect of voluntary export re-
straints on, 30; in European car market
model, 68-70; in imperfect competition,
4-5; influences in Korea and Taiwan, 201;
in steel industry, 134; as response to surveil-
lance, 216-19; strategic, 3; in tournament
and nontournament models, 158-59; in
trade policy effect model, 43-44; using con-
jectural variations to capture, 11-19; with
voluntary car market export restraints,
73-80; when government-subsidized, 3. See
also Bertrand behavior; Conjectural varia-
tions (CVs); Cournot behavior

Government intervention: justification in R&D
for, 168-69; new trade theory notions of, 2;
in shifting firms’ strategic positions, 11;
to support market entry, 106-8; with sur-
veillance, 218-19; in trade policy effect
model, 61

Government revenue, 49-55

Herfindahl index of concentration: in Euro-
pean car market model, 71; in industrial or-
ganization policy model, 198-99; in trade
policy effect model, 45, 47, 53

Import surveillance: effect of, 211, 228; of im-
ports from outside EC, 213-16; test of,
219-27; of trade within EC, 213-16

Import tariffs: in trade policy effect model,
49-55, 61-62

Industrial organization: Korea and Taiwan,
200-202

Industrial organization policy models,
196-200

Industrial policy: Korea and Taiwan, 200-202;
for share of labor rents, 158; simulations of,
117; in transport aircraft industry, 122-24

Industry characteristics: in steel industry,
133-34; in trade policy effect model,
45-46; of transport aircraft industry, 103,
126-27

Labor rents: in auto firm calibration model,
25-31; international competition for, 158;
in optimal trade policies, 35

Lancaster consumer choice model, 82-83

Learning effects: in aircraft production tech-
nology, 103—4, 108; in transport aircraft in-
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dustry model, 111, 113; used by Airbus In-
dustrie, 107

Learning elasticity (steel minimill technol-
ogy), 141

Market entry: barriers to high-end product,
196-200; decision making in transport air-
craft industry, 106-7; effect in deregulated
air transportation, 86, 89~90, 94-99; effects
of Airbus Industrie, 110; to transport air-
craft industry, 101-2; welfare effects of Air-
bus Industrie, 115-22

Market power: from product differentiation,
47; in trade policy effect model, 4647

Markets: for scientists and engineers, 185-88;
segmented and integrated, 55

Migration, international: of scientists and engi-
neers, 185-87

Minimill technology: changing, 133-39; pa-
rameters describing, 141

NACE-CLIO trade tables (Eurostat), 45

New trade models, 5

New trade theory, 1-3

Nontournament models: basic model, 159-61;
Brander-Spencer results, 161-62, 166, 169;
with distinction between research and devel-
opment, 167-69; Dixit-Grossman results,
16265, 167-68; with immobile scientists
and mobile science, 166

PCM. See Price-cost margin (PCM)

Policy experiments: export tax policy, 55-59,
61; methodology, 58, 60~61; tariff policy,
49-55, 61

Preferences. See Consumer preferences

Price-cost margin (PCM), 37-40

Product differentiation: in auto firm behavior
calibrated model, 12, 14-20, 23-24, 35; in
calibration in European car market, 71-73;
country, 55; in European car market model,
68; market power of firm with, 47; in trade
policy effect model, 46—47, 65; in transport
aircraft industry, 104-5, 110-11

Product quality. See Quality effects: differ-
ences in Korean and Taiwanese, 202-7; of
Korean and Taiwanese exports, 2(7; in mar-
ket entry, 196-200; unit value measures,
202-7

Profit maximization (trade policy effect
model), 4344

Protection. See Trade protection

Quality effects: in calibration models, 35
Quantification: Cournot behavior with restric-
tions on, 68—69; of imperfect competition

models, 4-5. See also Calibration
Quantitative restrictions. See Voluntary export
restraints (VERS)

Research, future, 7-8

Research and development (R&D): foreign-
based, 188~91; spillovers, 168-69, 191-92;
tournament and nontournament models in,
158-59, 184

Second-best maximum: in steel industry
model simulations, 142-45; in steel indus-
try with VERs, 138-39

Sensitivity analysis: in air transportation de-
mand model, 95-99; in calibration models,
12, 18; in trade policy calibration model,
32-34. See also Demand elasticities; Substi-
tution elasticities

Specification: in calibrated models, 12-14,
23-24; in European car market model, 80.
See also Product differentiation

Spillovers (in R&D), 168-69, 191-92

Steel industry: competition in international,
131, 133-34; cost and demand functions,
134-35; welfare effects of trade policy,
142-50. See also Minimill technology

Steel industry model: calibration, 139-42;
cost and demand functions, 134-35

Strategic behavior. See Firm behavior; Govern-
ment intervention; Strategic trade policy

Strategic trade policy: changes created by, 68;
concept, 1-3; issues in application of, 184;
voluntary export restraint as, 73-80

Subsidies: of Airbus Industrie, 101-2, 106-7;
determining optimal Airbus, 118-21; effect
of retaliatory, 121-22, 124; effect of unilat-
eral imposition, 5; for R&D in nontourna-
ment models, 169-71; for R&D with spill-
overs, 174-75; to signal product quality,
197; in trade policy effect model, 55-59,
61-62. See also Export tax or subsidy

Substitution elasticities: in auto firm calibra-
tion model, 33-34, 39, 46; in steel industry,
134-35

Tournament models: basic model, 171-72;
spillovers in, 173-75

Trade barriers: calibrated matrices of, 47-49;
solving for implicit, 46; surveillance as,
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Trade barriers (cont.)
213-14; tax policy as, 82; in trade policy ef-
fect model, 47-49

Trade policy: estimating optimal policy in cali-
brated model, 12-14; under imperfect com-
petition, 2-3; import surveillance as,
213-16; liberalization, 66; optimal, 11;
quantification under imperfect competition,
5; results from calibration model, 25-31.
See also Export tax or subsidy; Import sur-
veillance; Import tariffs; Strategic trade pol-
icy; Subsidies

Trade protection: consumer preference as,
65-66; cost of VER for steel, 132; export
promotion with, 5; surveillance as signal
for, 217-19

Trade theory, 2. See also New trade theory;
Traditional trade theory

Traditional trade theory, 1-2

Unit values: of Korea, Taiwan, and Japan,
209-10; as proxies for quality in Korea and
Taiwan, 202-6

Voluntary export restraints (VERs): changes

in levels in steel industry simulation,
145-46; as EC or single-country strategic
trade policy, 73-80; effect of, 30; in Euro-
pean car market model, 69-70; in steel in-
dustry model, 132, 134-38

Welfare effects: in air transportation demand

simulations, 95; of alternative trade policies
for steel industry, 132-33, 142-54; in auto
firm calibration model, 29-32; from calibra-
tion models, 13; determinant in trade policy
effect model, 46; of government-supported
market entry, 115-23; of hypothetical ex-
port tax policy, 49-59, 60-62; with unilater-
ally imposed tariffs, 49-55; of voluntary car
market export restraints, 74—80

Welfare function maximization, 25-28





