


When imported products are placed on AD orders because foreign firms dump the products at prices below their normal values,



We show that if a product's normal value is significantly high (or if the dumping margin is significantly large), a foreign firm convicted
of dumping finds that raising the product price to its normal value is more expensive than paying an AD duty. The reason is that paying
the AD fines without accepting a price undertaking allows the firm to maintain Cournot competition in the import-competing market.



The GATT/WTO antidumping regulation requires that the duty rate, t, be no greater than the margin of dumping, δ. We take
this constraint into account when determining an optimal AD duty that maximizes the welfare of an importing country. The
problem facing the importing country's government is:
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effective AD law. Second, we examine the decision of the home government on determining its optimal AD duty for a dumped
product when a convicted foreign firm may choose to undertake its price.

As discussed in Pauwels et al. (2001) , we examine the market equilibrium outcomes when two possible games are played by
the home and foreign firms. One is that the home firm is the first-mover and the foreign firm a second-mover in a Stackelberg
(sequential) game. The other is that the two firms play a simultaneous-move game.



3.2. Home and foreign�









4. Concluding remarks

In this paper, we examine the differences in welfare implications between antidumping duties and price undertakings in an
import-competing market, where the AD duty rate on a dumped product is determined endogenously. We discuss the economic




