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‘non- committed” government, and

The Efficiency of Subsidizing Domestic
Export-oriented Oligopoly’s RRC Strategy

LUQO Yun-hui

(School o f Management , Fudan University,Shanghai 200433, China)

Abstract: The paper provides an explanation for subsidizing raising ri-
val’s costs (RRC)investment of domestic export-oriented oligopoly. Using
backward induction solution and two-stage game twice, we induce the sub-
game-perfect equilibrium of a three-stage game composed of domestic subsidy
policy,firms’ RRC investment and output or profit decision. The conclusion
includes that the subsidy policy is in favor of the outputs, market share and
profits of the domestic duopoly, it also benefits domestic social welfare and
has negative effect on foreign duopolys or social’s similar indexes according-
ly. Since RRC strategy is moderate and easier to implement comparing to
predatory pricing, the subsidy policy could be meaningful to holding China’s
export increasing smoothly,

Key words: RRC investment subsidy ; export; Qquantity competition
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