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The purpose of this dissertation is to research how a host government
implements policies that target multinational firms and to clarify the effects and
properties of host country policies. We analyze this issue from new trade theory and
strategic trade policy standpoints.

First, we focus on trade patterns and policies in a monopolistically competitive
industry with increasing returns to scale. Examining this issue from the new trade
theory standpoint, we show that there exists a critical value for the fixed cost ratio,
which leads to convergence to either intra-industry trade or multinationalization.
We also clarify that some policies may affect trade patterns through changes in the
behavior of firms.

Second, we investigate the role of governments in the determination of market
structure. Analyzing from the strategic trade policy standpoint, we show that
market size and fixed plant costs are critical in the determination of market
structure and that the existence of governments may change the results drastically.

Finally, we consider foreign equity caps for international joint ventures under
an imperfectly competitive market. Following the strategicg trade policy standpoint,
we demonstrate the possibilities that the government may choose market structures
by determining an optimal foreign equity cap. Furthermore, we explain the welfare
indifference property; world welfare level is crucial in the defermination of a market
structure. ‘

These results illustrate that there may be large gap between the results of the
model with and without considering policy. Therefore, we conclude that it is
necessary to pay attention to the process of determining policy in the research on

multinational firms.
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