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F U & e} o5 (olslel e Heg Feteg 247 57)) o2 A9 AAE
a3t} Brander-Krugman (1983) 9] % %8 23 (reciprocal-dumping model)
= met e A A= 71]do] Aitele 9 AlskE mejgitta skab H=d
7]‘1’3(HF>9*1}37‘1H ek ofg} Fo Aol AskE Fdst F= 719 (FF) =
PR A o] ()

HFS] AUl gF93 =A% 3395 242 ¢ 9 2 2la 8la Frel A=hy
Doty gl SR (A * BAE Py 3

T3 AARge sz (2 D3} 2k

Tt
H7 o+ A8 (quasi-linear form) 8] FE-83Ho- =&Hcta 73}
A U= uw(Q)+m (u'>0,u"<0). 4714 m-< Fuldl 243} (humeraire good) 2]

m
Zle)x Qe A8 (duopoly good) & &Hle|th: Q=z+y. oW JFLFs=
p=p(Q) (=4 (Q). FEE npIAZ =4 (Q)+m (W >0,u" <0) °]

I FeFFE P =p (@) (=4 (Q)).
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7 (o yy )= p(Qy+p (Q )y —k (y+y ) — F —ty

Q=z,4y,<0, Q- =z, +y, <09 vuye A7}=Z LA 4L F Yk
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Gt 5a)= u(Q)— p Q+ ar(t,t’ )+ tylt) (1)
Gt D)=u(Q)—p Q +br (t,t )+t 2 (t) 2)
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T Ugke] #AEES E=Aets o F Al AY S (external enforcement
mechanism) ©] $ITHaL 7Py 8kA}. wheba] of YA P& A FEA ojo]of g
th AR S5 AlguAYFe] gle AFelA o' Aol fA1E F Ue A=
T U FetEA Qo] dddnta 7P she Aolth 8 41, FA1F shepeet
a®t b7F GE7l oW 7|3kl Yz BiP R Aol FAFTES S| Fosiak Y

tN=argmax, G(t,t ;a), t V= argmax,- G (.t :b)

of WStV 1) ok Aol A () (29 B4 Bel 7 & glek olela
WA RG24 AR wge ofefs wrk

UM(ab)= G(tV(a)t 1), U NM(ab)= G (¢ (a)t V(b))

* doA Fxalle thadt 2ol Fejdrh
(t7(a:b).t" " (a.b))= argmax, - G(t,t"10) + G (4 73)

B2 BE o9 pol] el <V, <V, Az oA 2+ HH &S TS
2} o] AoJsiak

=
=+

8 2 g Y& FImtEAYdY e AT J7td] F™o] fxE £ gle @1
(backward induction) o 2]&] & WA 717t = Feo] A¥dE 4= gloke Aotk &
o] WHTEe] EAshA fIMEEAILA T o] 7lssitt(Dixit, 1987 Ben01t and
Krishna, 1985). 28U d7|xe 28 A7} olth

9) ool o Aol =EHE AABAE oz Yeld & k. HHBAEe A7)
of Tt HHFH B o]FH (2003) & =
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Uab)= Gt %a), U ab)= G (1t h)

tP = argmax, G(t,t*c*:a)
O HEe] F8S theow o)
U”(a,b)= G(t”(a,0),t" (a,b): a)

HH| 2 Fao] wiiksla Here] F3sbd 2w Hoe o] 8933k= =7} (sucker) 24
wo HEs et U%(ab)= Gt(ab) ™ (a.b):a)

A9 1879le] Ba MR el T Uk 4R BEdeE Thedt 2ol
ey,

EZd’ ot sa) 5 B Y68 G (4,1, 5b)

i=0 i=0

oA714 pe 7IdiQlAte] §&= EIR1A}(discounting factor) & 7Fe]Z1t} 10
= 71, A" WA mlA g AdEke JEeRdth weba] A7)ake] &@R1914)

7} 242 A7) g FeA] o37]a, SRR dgke] 0o THHESE oo

O[5 FoA] oAIThe 2L Sfuldth BEhE AleA T ARE 99} 2ol
Beld vivlel 58S e JUEe Frjskehe Ak gech 1

0=6< le 7183 o] AL Aro] shololxjo] ] wfid] o]
2€ glth Z%7) o2 AAFA R @)d U8 gaevd 1

o ws &401?4»: A& o3 4 siok Dixit (1987) & Z¥&
& g ZAIRMARD Aok 7HAH whebA] w2 RIS (discount rates) - v S &
QA - o thggnn F3ac

A&7 BA 7L 9L

d ol )
ghol EZH9 Gl
58 1 =
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3.1 E2Xte| Hayot o=
Fele g ook HolriE oW 713t (a,b) A T 22 £ A
Hes & 5 9tk U2 (a,0)> U%a,b)> UN(a,b)> U (a,b). ©1R2 (E DI

3 (payoff matrix) = 7} 8-2]#ke] v} (prisoner’s dilemma: PD) Al

M
rlo
b
4
og:h

doltt,
(E 1) 22t afo} HY
c D
U(ab), U (a,b) US(ab), U (a,b)
D UP(a,b), U (a,b) U¥(a,b), U™ (a,b)
(E 1¢] PDAYE vlejel gl thd BEIY o4 DgEcks S $4
BAE st vk Wb 2 ZRe 71 oW s)zke] IR gue Rolt

(gzas) ANERE @ o el 34 delel val Aol F5$ alop
ah 152 Beael] e ke 2ol Felal,

B 1) 2(a,b)= UP(a,b)— U a,b)
o] = H=ol HY 3}% 735 g 713t ©]5 (one-period gain) & YERATE

Set HEe FRe 4A4 4l m Bapgsich mepd A9 0|5
19 012 2EAE gt el Gelai

11) ol Fejo] Bt ojahil 05(i=0) 78 Al w9 el Bee o5
P e B Gllgoty 0) 9 WL =1) FE A= BEAY T 259 715
Hat gholoh ofm) LR AlFEE vHEAde] PR B FolAe AlE o
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w3 7t YR vl o) F1kte] A4 deviete] Pod ke EA R

wreba] ml7]zE Fke] 71U E S (expected payoff) & Tk #2o] FEHTh

(9] 3) U-jzjfU-j(a,b)ddiddi, j= C,D,N, S

a* b
A7IM e H= (F=) o] BA14 ¢ s2pilet o(b) o] S
olA] ¢ PDAIYNA Fxa7} 27|42 0] © A ¥ AE2Q PDA Y

2 of| A
A T FHo] skelolxte} HE Ak (punishment strategies) o] &]&3tc) ZF A1

7F JEAA R 7H7E of| 713t Aol wlEzshE O v 71 RE 24 v

Axoh 1 HEE Sl F glo] JU3] HAXAARE EYche FAH|S A
(grim trigger strategy) = AF&3ICHa 78S o) 201 A|&d & Je 24e (4

A D2 aokdTh

29 1 p7 YA oJm J|7te] Hro] o|&ket §2lo] /g 2 7takS 2(a) et
I ekA. @ wdzeRE Z1Z vle |dedel AA7HAE Preka s Py

FARE 2000] FRE PP o] Al PSRN FAA} o

=
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A drH o ojdahet mae (8) ]85 At P o] Al

C U%ab), U (ab) US(a.b), U™ (a,b) — A US(ab), U (a,b)

TR UP(ab)—\ T (ab)  U¥ab) =N U (ab) =2 T¥ab) =X U (a,b)

D yP(ab), U (ab) UM(ab), U™ (a,b) — A UV(ab), U™ (a,b)

o] AAglel A Aghe] =7 ghrhdl FPAeke A3 (D, D)7} D Aeleh. 52
o B ol @ Uk S Be AAH 4 wEe] AN §5S o|u
Heiehs g3H0 92 Sole /| o
o] 4 97} st Helth e A% WHHI g ]9 g Ea,

4, nedEe Fa 2we] Aekdy 20 L oA HEe A$E ww,

Fo] 34 o= 7|7le] DAk Aegrkd DS Austa, 2(a) < Aeld C
2 Aejg ok olgh Wl 2(a) = A9 Aol DE Agark e g
Zo|A olFSHE e WS Aoksla E 1 olgo] J78E A9t ¥
o] Relnlaitt, Tt o714 $el Ok DAjolel] Aal715 (feasible) I 3
el detor TRAHS 4A 3, o|@ehed] Mzt & 71k o]5o] of
guge  Blele  aA®  omwlge  HuAnde de  As

(A = 2(a) £ N), HFS TRAZS Aeicia skak ol ojghu|ge] i

f

—_
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A E HFo] A goli o|gg ale 1 theol] fzz B dgkolre] nae
J7a) olget el Bl RAHIEE dFE UFe] JAACY BE
2(a)7} v 23 A7} QAR F2L HeUH (2500, A > \) HES L
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An Economic Analysis of the Temporary Reservation

Clause in Trade Negotiations

Jongmin Lee*

Abstract

This paper deals with the problem of relieving conflicts between trading
partners in trade negotiations. We consider a cooperation-induced mechanism
strategy. When local industry increases its lobbying and political pressure on
the local government, a country can temporarily deviate cooperation and then
return to the cooperative path. We call it the temporary reservation (TR)
strategy. This paper provides a rationale for the inclusion of the TR clause in
trade negotiations and/or agreements. It is shown that a pair of TR strategies
is a Nash equilibrium. The TR strategy provide the flexibility that allows a
country to ultimately accept an agreement liberalizing trade in the presence of
political uncertainty. The flexibility in this context refers to the ability to adapt
and respond to unanticipated political pressure at home. Therefore cooperation
is deeper and more likely, and agreement is more durable, with TR clauses
than without them. On the other hand, the TR strategy itself is endogenous
in that a country must pay the cost for invoking it. In temporary reservation
equilibrium we demonstrate that the negotiating countries choose the level of
costs so that the optimal degree of cooperation is induced.

Key Words: trade negotiation, FTA, temporary reservation
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