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Perfect and Imperfect Modeling on Spatial CGE Analysis

Akira ITO, Atsushi KOIKE, Tomoki ISHIKURA

The purpose of this study is to construct a Hybrid Spatial CGE (SCGE) model that includes perfect and
monopolistic competitive markets simultaneously, and to compare the results of empirical simulation with
the result by a SCGE model that assumes perfect competitive markets and a SCGE model that assumes
monopolistic competitive markets. Hybrid SCGE model describes both representative firm that produces
homogeneous goods and many firms that produce heterogeneous goods in each industry. The SCGE
models used in this study are based on CGEurope model (Brocker et al., 2011).

The result of our empirical simulation implies that, when all of inter-regional transport costs decreased
by transport investment, the benefits calculated by monopolistic competitive-type SCGE model are larger
than those by perfect competitive-type SCGE model, and the benefits calculated by Hybrid SCGE model
are between that of perfect competitive-type model and monopolistic competitive-type model.
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