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Abstract 
Can trade liberalization deliver an employment double dividend and a welfare gain? To answer 
this question, we develop a trade model with firm heterogeneity, search and matching frictions, 
and an emissions tax. Decomposing the impact of trade liberalization on the amount of 
emissions into four forces, we first analytically show that trade liberalization may or may not 
support an employment double-dividend hypothesis, and that it may deliver a welfare loss. 
We then simulate our model and find that though it is rejected, a deliberate investment in 
abatement technology enables an economy to transit to a clean equilibrium with lower 
unemployment. 
 
JEL Classifications: F12; F64; F66; Q56 
Keywords: Trade Liberalization; Employment Double Dividend; Firm Heterogeneity; Welfare 

 
* Corresponding author. 
Acknowledgements: We thank Real Arai, Manabu Furuta, Yasuhiro Gintani, Hiroyuki Hashimoto, 
Naoto Jinji, Atsushi Miyake, Yoshifumi Okawa, Muneyuki Saito, Naoki Shintoyo, Akihiko Yanase, 
Masaya Yasuoka and participants at KIES 11th Meeting, KMSG 66th Meeting, and 2021 JSIE 
Kansai Branch Seminar for helpful comments. We are especially grateful to an anonymous referee 
and our discussant, Yasuyuki Sugiyama, for detailed comments and suggestions. This work was 
supported by Grants-in-Aid for Scientific Research [KAKENHI: 18K01616] 


