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ABSTRACT

According to the trade model a la Brander and Spencer (1985) and Eaton and Gross-
man (1986), a country should subsidize (tax) its export if its firms compete with foreign
firms in a third market under Cournot (Bertrand) fashion. This paper shows that this result
does not hold under homogenous Bertrand competition. It is found that the optimal export
policy becomes free trade if the domestic and foreign firms play in a Bertrand fashion and

if their products are homogeneous.
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