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We considered the supply of public infrastructure of the increasing return
type in a traditional general equilibrium trade model and pointed out the possibility of the
existence of the multiple equilibria. Then, we introduced the strategic supply game between
governments and showed in a model of Ricardian type that the principle of comparative advantage
carries over even in the game and trade is gainful to both countries. In the game setting, however,
the analysis revealed that the production inefficiency may emerge at the equilibrium and the
asymmetric equilibrium possibly appears between identical countries. Proceeding with a more detailed

analysis, we investigated the properties of this asymmetric equilibrium. Additionally we showed the
equilibrium to become symmetric necessarily if the infrastructure is the type of diminishing
returns.
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