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We examined the impact of investments on product differentiation and
coordination and their environment on international trade, foreign direct investment, and economic
welfare. We showed that product differentiation not only affects demand but changes the volume of
trade and location of firms, which can be efficient or inefficient in terms of economic welfare.
Regarding coordination, we demonstrated that harmonization of product standards increases the impact

of FTAs, it is difficult for bilateral agreements on product standards to be extended to
multilateral agreements, and the Kant equilibrium environmental investments, which considers
implicit coordination, may equal or exceed the social welfare maximization level.
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