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Chapter 2

Tariff War, Unemployment Rate,
and Welfare

Nilendu Chatterjee and Tonmoy Chatterjee

Abstract

The fight between two nations on each other’s exportable on the basis of
tariff is known as tanff war. Although an economic policy, very often
motivated by nationalism and politics, a nation imposes tariff on the
exports of another nation which, in retaliation, again imposes tariff on the
exports of its trading partner. The prime cause of such war is certainly to
enhance employment opportunities in the home nation. But politics and
nationalism provoke the opposite nation to follow the same policy. Effects
of such tariff war, whether beneficial or harmful, are yet to be seen. In
this context, we have adopted a general equilibrium model to illustrate the
probable effect of the above-stated trade war in a structure consisting both
H-0 nugget and export sector dualism. The effect of imposition of tarifl
on multinational corporation (MNC) that has its own origin nation and
production activities in other nation as well where it faces the war of tarifl
is considered. But it gets relief in the form of tax reduction in its origin
nation. Under such a scenario, the study has shown the effect of tariff in
the presence of full employment in the economy as well as in the presence
of unemployment. It is seen that the MNC will continue its production
procedure in both nations and enjoy profit, under some conditions. Fur-
ther, in the presence of unemployment it is seen that if rate of tax on the
MNC rises, unemployment may fall and welfare can increase under certain
conditions.

Keywords: Tarifl war; general equilibrium; multinational corporation;
full employment: unemployment; welfare

JEL dlassifications: F11; F13: F16; F62; 131
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Chapter 2

Effects of Labor Productivity and Growth
of Manufacturing Sector on Overall
Growth of the Nation - A Panel Data
Analysis of the Major Economies

Nilendu Chatterjee and Tonmoy Chatterjee

Abstract

Labor productivity always plays an important part in the growth of manufacturing
sector of any nation, and certainly, in the growth of GDP as well. Now, the
relationship between these three variables has been of interest to the researchers
because few nations have experienced labor productivity-led economic growth,
whereas for others it has been the other way round. In this chapter we have
studied the relationship between labor productivity, manufacturing output, and
growth of GDP, for 25 major economies across the globe, covering the period
2000-2015, with the help of simultaneous equation system for individual
nations as well as panel data analysis, covering all the nations together. Study
of this relationship has, hardly, been done before which is our prime motivation
behind the study. Our findings suggest that in most of the nations, these var-
iables have significant impact on one another but there are exceptions as well.
Apart from that, there are variables like energy consumption, health status, life
expectancy, foreign direct investment, etc., which are significant in influencing
these vaniables. So, policy measure suggests that importance should be given
not only on labor productivity or output of manufacturing sector but also on
factors that can influence these variables.
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11 Healthcare, Income

Inequality, and International
Trade

The Role of Public Expenditure

Tonmoy Chatterjee and Nilendy Chatterjec'

The litcrarurg on the social sector has been gaining more importance among
social scientists because of the policy prescriptions that help cconor‘nics to
move toward economic development. Social sectors like health, education

and so on constitute the most crucial parts of any developin:g cconomy,
Various articles and newspapers haye pointed out that over the past decade.
or so, the healthcare sector has become one of the most favorable destina-
tions for foreign investors.> Overall, the healthcare system including not
only private health facilities but also public healthcare, has g,enerared many
employment opportunities. Facts and figures on this topic motivated us to
analyze healthcare in specific.?

Although private healthcare dominates, public healthcare remains impor-
tant for us to consider, especially in the context of developing economies.
The purchasing power of individuals in a developing economy is low, so
they cannor afford private health services, because these are more cxpen;ive
than public health services.* The role of the public healthcare system and its
importance are relevant in the context of the COVID-19 pandemic. Pub-
lic hospitals across the countries of the world are flooded with COVID-19
patients. So there exists huge demand for public health services, but what
about the supply of public healthcare? To match up the demand of public
health services, its supply should be developed with modern, efficient, and
Isufﬁciem health infrastructure facilitics. However, supply of modern health
mfpstructure needs huge amounts of capital and funds. There exists enough
CV.ldchE that the governments in most of the developing economies are less
willing to finance modern health facilities.S It also implies that the problem
of disequilibrium will persist in publicly funded healthcare systems. To find
2 Way out from this problem, states may allow large amount of foreign
dll’e(it investment (FDI) into public healthcare. If health trade of mode 3¢ is
Possible in public healthcare in a developing economy, then the aforemen-
tioned disequilibrium in publicly funded healthcare system might be elimi-
Nated (Lahiri, 2012; Marcella et al., 2005; Stevens et al., 2013).
imlen":hi_s chapter, we analyze rhe. issues related to public healthcare an'd
S Ie:tlona.ll trade in health services. We aﬂlso claim rhn_t at the (he()\"cn-

el exists almost no work related to FDI and public healthcare in a
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