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Abstract

Barr (1992) provides an overview on a variety of environmental policies and analyze the
relative advantages of these pollution control instruments. Due to a variation of development
and geography background across regions, local governments may adopt a conflicting policy
against the central government. This paper attempts to examine the impacts of a conflicting
policy adopted by local governments on the change of social welfare by employing a
two-government two-sector model.  The results suggest that (1) a conflicting policy adopted
by the two governments may lead to reduction in social welfare, (2) In case of fully labor
mobility across regions, the region adopting green policy have higher level of social welfare
than the other region that accept the introduction of polluting industries, (3) on the contrary,
the region that produces polluting products may have higher social welfare in case of factor
immobility.
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