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1) Capital abundance generates comparative advantage to 

polluting production. We identify that the endowment effect did 

influence the composition change in manufacturing sector 

 

2) Although the empirical results suggest that environmental 

regulation stringency (proxied by GDP per ca.) has negatively 

direct effect on polluting production and its net export, we do 

not find this negative impact  induced through trade openness. 

 

3) Country’s innovative ability in environment-related technology 

creates comparative advantage to the polluting production has 

an important implication to policy suggestion --- governments 

have a better option other than environmental regulation itself 

for the purpose of pollution control. 

 

• The negative impact of trade liberalization on the environment 

has been debated since the early 1970s.  

• The the pollution haven hypothesis (PHH) conjectures that 

polluting production would relocate from countries with stricter 

environmental regulations to the countries with laxer 

environmental regulations when trade barriers fall.   

• Our work studies the PHH in the framework of international 

trade theory, i.e. whether environmental stringency could be one 

of the determinants to the comparative advantage of pollution-

intensive production and reflected in trade flows and production 

data. 

• Antweiler et al. (2001) and Copeland and Taylor (2003) present a 

unified framework where the comparative advantage arguments 

of the standard H-O models and PHH are nested. 

• Another characteristic of our study is to examine the relation 

between the competitiveness and innovative ability in 

environment-related technology. 
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• Specifications: 

 

1) The positive coefficient of  capital-labor ratio (KL) is consistent with the 

argument that pollution-intensive production tends to be capital-intensive. 

Country’s capital abundance contributes comparative advantage to 

pollution-intentive industries. Therefore, through the incresing  trade 

openness, countries with higher levels of KL  ratio would specialize in 

pollution-intensive production and export more pollution-intentive 

commodities. 

 

2) The negative coefficient of environmental stringency measurement (I) 

indicates that country’s environmental stringency would raise the 

production cost of pollution-intensive industries. However, such 

comparative disadvantage is not demonstrated through trade openness. 

 

3) The positive coefficient of innovative ability (INNOV) suggests that 

country’s innovative ability in environment-related technology positively 

relates to the competitiveness of polltuion-intensive production. 

 

 

• Total Trade  Induced Effect = 

 

 

 

 

• Variable Definition and Basic Statistics 

 
 

 

 

 

 

 

 

 

 

• Summary of pollution intensity classification by sector 

 

 

 

 

 

 

 

 

 


