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Various trade theories are currently being developed, but most are limited
to a two-country, two-goods model. They ignore trade in intermediate goods and the enormous wage
differentials between developed and developing countries. Our research extends Ricard"s ideas to
develop a trade theory under the conditions of many countries, many goods, intermediate goods, and
different wages in each country. In this way, we have constructed a more realistic trade theory.
Moreover, by combining this trade theory with Keynes®s theory of effective demand, we were able to
explain unemployment and other problems. In addition, by applying this model, we theoretically
explained why the global financial crisis occurred in the 2000s and why the Bank of Japan failed to
end deflation.
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