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International Trade and the Environment in a Small Open Economy

TAKARADA Yasuhiro
Abstract

In this paper, we develop a simple two-sector small country model to show gains from trade under
environmental pollution. Production in one industry generates pollution, which lowers the productivity
of an environmentally sensitive sector. Trade can lead to.the spatial separation of production and
- generate productivity gains. However, the small country may lose from trade, which depends on its

production pattern.
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