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DEVELOPMENT OF APPLIED GENERAL EQUILIBRIUM MODEL
INTEGRATED ENVIRONMENT AND ECONOMY

Toshihiko MASUT, Yuzuru MATSUOKA and Tsuneyuki MORITA

The object of this study is to evaluate both the economic loss derived from the environmental constraints and the
mitigation by the environmental policies, by using the new applied general equilibrium model in which the

economic activities and their pressure to the environment are integrated. Both the reduction of carbon emissions
based on Kyoto Protocol and the reduction of waste final disposal based on the target of the government are
introduced as the environmental constraints. By introduction these constraints, GDP in 2010 will reduce by 2.7 %
compared with that in the no constraint case. As the environmental policies, the following actions are introduced;
1) enhancement of waste paper demand in paper industry, 2) enhancement of the low-emission vehicle, and 3)
enhancement of the environmental investment for waste management. These policies will bring the economic
benefits on the whole through the mitigation of environmental constraints and the promoted activities of the
related industxies. On the other hand, an environmental policy may give a bad influence to other environmental
problems through the general equilibrium relationship. For example, the introduction of low-emission vehicle will
reduce 11.9 % of CO2 reduction cost, but it will make the final disposal cost increase by 0.7-% in 2010.
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