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Abstract: This paper discusses the optimal environmental and tariff policies in the case where a country,
in absence of domestic producers must choose among various alternatives designed to mitigate
pollution level abroad. Assuming linear demand and cost structures with n suppliers engaging in
Cournot-Nash competition (quantity), the optimal tariff rate is greater than % of that if there were

only one supplier. For , = 2 with different economic developmental stages, the optimal discriminatory
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tariff rate is higher for the supplier from less-developed economy as the manufacturing process
generates more pollution, For » = / (monopoly) and with non-coordination and fixed tariff rate, the
optimal environmental policy is for the foreign country to levy pollution tax on her producer. In the
case of full coordination, the optimal environmental policy is indeterminate, i.e. either a tax or a subsidy
could serve the exceeds the welfare due to reduced level of pollution, the optimal tariff under non-
coordination scheme is greater than that under coordination assumption. The reverse also holds true in

terms of consumers surplus and domestic welfare.

Key words:  Cournot-Nash competition, cross-border pollution, optimal environmental policies



