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In this research, we examine the environmental regulations of international
transport in a two-country model with the international transport sector iIn each country.
International transport generates pollution which is treated as a pure public bad. We consider how
trade pattern affects a country to buy or sell pollution permits and a country’ s welfare. The
regulation will decrease the supply of international transport in a country selling pollution
permits but increase that in the other country buying them, and the overall supply increases because

pollution is efficiently reduced between the countries. A decrease in the price of international
transport affects trade in goods depending on how it depends on international transport, thereby
changing the prices of goods. A country’ s welfare is affected by both the terms of trade in goods
and international transport, and we drive the conditions for welfare improvement.
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a pure public bad
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