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Export Subsidy Policy and Duopolistic
Rivalry between
Labor-Managed and Capitalist Economies

Chao-cheng Mai

Abstract

The purpose of the paper is to examine the economic effects of export
tax or subsidy adopted by either a labor-managed or a capitalist economy
when they have export competition in an international market. This paper
has drawn the following important conclusions:

(1) Export subsidization by the labor—managed'economy lowers its employ-
ment and export, while increases those of the capitalist counterpart.

(2) Optimal trade pdlicy adopted by either the labor-managed economy or
capitalist economy is export tax. The export tax of the former leads to a
decrease in the welfare of the foreign-competing capitalist while an
increase in the welfare of the importing country. On the other hand, the
latter results in an ambiguous welfare effects on the competing labor-
managed economy, but an increase in the welfare of the importing coun-

try.

13





