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Optimum Welfare and Maximum Revenue Tariffs
under Stackelberg Duopoly

XIE Shen-xiang'*, LI Chang-ying®

(1.School of International Economics and Trade s Shandong University of Finance, Jinan

250014, China; 2. Institute of Economics s Nankai University, Tianjing 300071, China)

Abstract: This paper compares optimum welfare tariff with maximum
revenue tariff under Stackelberg Duopoly. It is shown that whether optimum
welfare tariff is larger than maximum revenue tariff or not depends on the
relations between products and the efficiency of domestic firm. when the
products are complements, optimum welfare tariff is always lower than
maximum revenue tariff. When the products are substitutes, the relations
between optimum welfare and maximum revenue tariff relies on the product
differentiation and the efficiency of domestic firm. specifically, optimum
welfare tariff is smaller if the degree of product differentiation is low. How-
ever, it is more likely that optimum welfare tariff is larger if the degree of
product differentiation is high and the domestic is more efficient.

Key words: Stackelberg competition; optimum welfare tariff; maximum

revenue tariff
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