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Indeterminacy and Comparative Advantage in a Dynamic General Equilibrium Model
with Pollution

MiliiE BH2Z(Akihiko Yanase)
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Abstract

This study analyzes a dynamic general equilibrium model of a two-sector, small open
economy with environmental pollution. In this model, indeterminacy of the dynamic
equilibrium path may occur, depending on three factors: (i) relationship between capital
and pollution intensity in each production sector; (ii) nature of subjective discount rates
as a function of total pollution emissions; and (iii) substitutability between consumption
and pollution externality in the household utility function. In addition, this study
considers the possibility of the “pollution haven hypothesis” related to the impact of
environmental policy on trade patterns, from the relationship with the dynamic nature

of the equilibrium path.
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kB, BARANy 7I3BRELEWVERET 5. L72h5> T, REMRFHE, FEHI(8) B L 0wl
%M k(0) = ko > 0 DT T, EFEMH(T) ZRKIZT S &) ITIHE ORI L IET 5,
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HATAFTES B EREL, ZOREME 1 ICERELTL L, HBHIIBVWTE k=K BLWc=C
DIKALT %o F72, HRPEHBID S OBINE TR TR FHBESNL DL L, L2255 T
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27 5 (19) D 2 DOREHEAROETII 2 5555 2 Fo720, @HM (K, ) (ZPURT % kR
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A 413, EBIICIIRO L) ICH SN D, WREE p 0 L5, #E2 ) XS0 K
DT CHEMOLEREWINSEL ), EHRHHERZA Ly 7 K* ZHEKS pOLERAIZE T
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