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Strategic Procurement-Coalition, Collective
Bargaining and the Optimal Trade Policy Choice:
The Analysis Based on the Generalized

Cournot-Nash Bargaining Power
WANG Gen-bei

(School of International Business Administration s Shanghai University

of Finance and Economics,Shanghai 200433 ,China)

Abstract: This paper develops a model of strategic procurement-coalition
and the foreign monopolist supplier. The model is based on China’s outsourc-
ing activity in manufacture,namely the export-processing trade.The procure-
ment price and quantity of the intermediates are simultaneously determined
through Nash bargaining. The procurement-coalition can be quantity (price)
oriented if the quantity elasticity in its utility function is higher (lower) than
the price elasticity. This paper suggests that: (1) When the trade of interme-
diates and that of the final product are complementary, the price, quantity
and welfare effects of the adjustment of the trade policy are ambiguous.
These effects depends mainly on the following factors: the preference of
home strategic procurement-coalition,the price elasticity of demand curve of
the final product and the technology of the foreign firm; (2) Government’s
intervening function of trade policy overlaps and conflicts with the procure-
ment-coalition’s self -management.

Key words: strategic procurement-coalition; preference of coalition; col-
lective bargaining power;complementary trade;optimal trade policy choice
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