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Preface
This bibliographical survey focuses on ‘Trade and Environment’. This brief
survey covers the broad issues: (a) Trade and Environmental Agreements; (b)
Relation of Foreign Direct Investment and Pollution; (c) Linkage between
Emission reduction and trade; (d) Environmental standard and Eco-Label
scheme; (e) Trade, Conflict and Protectionism; and (f) Interlinkage of
Environmental Regulation and Export. This brief bibliographical survey is
prepared with the assistance provided by Ms. V. Saranya, Madras School of
Economics.
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TRADE AND ENVIRONMENT –
Bibliographical Survey
Camilla Bretteville Froyn and Jon Hovi, ―A climate agreement with full
participation‖ Economic letters, 2008, 99(2), pp: 317-319.
Content:
This paper uses a repeated-game model to demonstrate that by
limiting the punishment for non-compliance, a climate agreement with full
participation can be sustained as a weakly renegotiation-proof equilibrium even
without watering down abatement levels.
Derek K. Kellenberg, ―A reexamination of the role of income for the trade and
environment debate‖ Ecological Economics, 2008, 68(1-2), pp: 106-115.
Content: This paper determines that countries with relative world incomes
less than 0.5 or greater than 2.5 tend to have positive trade intensity elasticities,
while countries with relative world incomes between 0.5 and 2.5 tend to have
negative trade intensity elasticities. The results imply that both factor
abundance and pollution haven effects may be at work, but that the dominance
of one effect over the other depends on a country's level of development.
Ulrich J. Wagner and Christopher D. Timmins, ―Agglomeration Effects in
Foreign Direct Investment and the Pollution Haven Hypothesis‖
Environmental and Resource Economics, 2009, 43(2), pp: 231-256.
Content: This article test the hypothesis using panel data on outward
foreign direct investment (FDI) flows of various industries in the German
manufacturing sector and account for several econometric issues that have
been ignored in previous studies.
Ferda Halicioglu, ―An econometric study of CO2 emissions, energy
consumption, income and foreign trade in Turkey‖ Energy Policy, 2009,
37(3), pp: 1156-1164.
Content: This study attempts to empirically examine the dynamic causal
relationships between carbon emissions, energy consumption, income, and
foreign trade in the case of Turkey using the time-series data for the period
1960–2005. This research tests the interrelationship between the variables
using the bounds testing to cointegration procedure.
Douadia Bougherara, Gilles Grolleau and Naoufel Mzoughi, ―Buy local,
pollute less: What drives households to join a community supported
farm?‖ Ecological Economics, 2009, 68(5), pp: 1488-1495.
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Content: This paper examines which factors determine the participation of
households in long term contracting with local farmers. The findings suggest
that difficult-to-measure attributes, notably environmental considerations play
a major role in explaining CSA participation.
Jie He, ―China‖ Environment and Development Economics, 2009, 14(2), pp:
227-262.
Content: This paper discusses the validity of the Environmental Kuznets
Curve (EKC) hypothesis for the case of China's industrial SO2 emissions: both
its reduced form and structural model are considered. International trade proves
to have a two-fold impact: a significantly negative direct one and an indirect
one that is dependent on the current capital–labour abundance ratio and on the
income level of each province.
Christopher L. Weber and Glen P. Peters, ―Climate change policy and
international trade: Policy considerations in the US‖ Energy Policy, 2009,
37(2), pp: 432-440.
Content: This study examines how trade may affect climate policy in the
US and specifically examines the use of carbon tariffs as suggested by recent
bills before the US Congress. The authors argue that even if such actions are
legal at the World Trade Organization, they are probably not necessary to
protect industrial competitiveness in the traditional sense, could cover only a
small proportion of total embodied emissions in trade, and may in fact be
counterproductive at a moment when global cooperation is desperately needed.
Panos Hatzipanayotou, Sajal Lahiri and Michael S. Michael, ―Cross-Border
Pollution, Terms of Trade, and Welfare‖ Environmental and Resource
Economics, 2008, 41(3), pp: 327-345.
Content: This paper examines the effect of changes in the degree of crossborder pollution on Nash emission taxes, emission levels and welfare. This is
done under two scenarios: when changes in cross-border pollution do not affect
domestic pollution (non-strategic) and when they do (strategic). The paper also
examines the effect of changes in international terms of trade on pollution and
welfare when cross-border pollution is non-strategic.
Monica Das and Sandwip K. Das, ―Distribution neutral abatement policy in a
model of trade and environment‖ Energy and Development Economics,
2009, 14(4), pp: 457-472.
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Content: The Pollution Haven Hypothesis (PHH) states that with weak
environmental policies a country can create comparative advantage in the
polluting sector. This paper formulates a 3-good-3-factor model where the
abatement input is a pure intermediate good. In our model, the PHH as well as
the neoclassical trade theorems are valid only when environmental policies are
distribution neutral. Inspired by the US Clean Air Act, we develop and
estimate a dynamic panel model. The authors found that US environmental
policies are consistent with distribution neutrality. The results indicated that
lowering abatement standards in all industries is the only way the US can
become a pollution haven. In the context of this model, the PHH has damaging
implications for the world environment.
Mads Greaker, ―Eco-labels, Trade and Protectionism‖ Environmental and
Resource Economics, 2006, 33(1), pp: 1-37.
Content: This paper analyzes the choice between an environmental standard
and a voluntary eco-label scheme in a partial trade model with one domestic
firm and one foreign firm.
Anna Kukla-Gryz, ―Economic growth, international trade and air pollution: A
decomposition analysis‖ Ecological Economics, 2009, 68(5), pp: 13291339
Content: This study analyzes the impact of economic growth and
international trade on the level of air pollution. This is done by the estimation
of the Structural Equation Model with two factors describing the structure of
economic activity and air pollution intensity. It is further assumed that there is
causal link between these two factors and that they are influenced by per capita
income, international trade intensity and the Freedom House Index.
Mayurachat Watcharejyothin and Ram M. Shrestha, ―Effects of cross-border
power trade between Laos and Thailand: Energy security and
environmental implications‖ Energy Policy, 2009, 37(5), pp: 1782-1792.
Content: This paper analyzed the effects of hydropower development in
Laos and power trade between Laos and Thailand on economy wide, energy
resource mix, power generation capacity mix; energy system cost,
environment, as well as, energy security. A MARKAL-based model for an
integrated energy system of Laos and Thailand was developed to assess the
effects of energy resource development and trade to meet the national energy
demands of the two countries.
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Yan Wang, Haakon Vennemo, Kristin Aunan, Jianwu He, Tao Hu, Shantong
Li and Kristin Rypd, ―Environmental impacts of China‖ Ecological
Economics, 2008, 64(4), pp: 893-911.
Content: China's accession to the WTO in 2001 completed the country's
entry into the global economy. The paper investigates the environmental
implications of WTO-accession. There are several hypotheses in this area: The
scale hypothesis says that production is scaled up and in turn, pollution
increases. The technique hypothesis says that production methods become
cleaner and pollution decreases. The composition hypothesis says that
composition of industries changes and pollution reflects the new composition.
The authors have analyzes the relative strength of the hypotheses by means of
an environmental CGE-model, and in the case of air pollution find support for
a composition effect in favour of clean industries. Thanks to the composition
effect, emissions to air of greenhouse gases fall. Emissions of particles and
SO2 also fall, but emissions of NOx and VOC rise. Since particle and SO2emissions fall we estimate that public health improves.
Pandej Chintrakarn, ―Environmental regulation and U.S. states‖ Economic
Letters, 2008, 100(3), pp: 363-365.
Content: This article uses the data of 48 states from 1982–1994, we
estimate the impact of environmental regulation on technical inefficiency of
U.S. states' manufacturing sector. The result indicates that environmental
stringency has significant and positive impacts on U.S. states' technical
inefficiency
Valeria Costantini and Francesco Crespi, ―Environmental regulation and the
export dynamics of energy technologies‖ Ecological Economics, 2008,
66(2-3), pp: 447-460.
Content: This paper provides new evidence on the evolution of export
flows of environmental technologies across different countries for the energy
sector. The analysis uses a gravity model in order to test the determinants and
the transmission channels through which environmental technologies for
renewable energies and energy efficiency are exported to advance and
developing countries.
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Aude Hubrecht-Deville, Hervé Leleu, ―Impact of trade area environment on
bank‘s Comparative Advantages‖ Applied Economics, 2008, 40(17), pp:
2209-2219.
Content: This article analyses the relationship between the comparative
advantages of bank branches and the trade area environment. Bank branches
are points of sale whose trade environment influences their activities and
performance.
J. Peter Neary, ―International Trade and the Environment: Theoretical and
Policy Linkages‖ Environmental and Resource Economics, 2006, 33(1),
pp: 95 – 118.
Content: This paper reviews and extends three approaches to trade and
environmental policies: competitive general equilibrium, oligopoly and
monopolistic competition.
Matthew McGinty, ―International environmental agreements among
asymmetric nations‖ Oxford Economic Papers, 2007, 59(1), pp: 45-62.
Content: This paper generalizes the benchmark model of self-enforcing
international environmental agreements (IEAs) by allowing for all possible
coalitions of n- asymmetric nations. Asymmetries introduce gains from trade in
pollution permits, reducing the incentive to deviate from a properly designed
agreement.
Essi Eerola, ―International trade agreements, environmental policy, and
relocation of production‖ Resource and Energy Economics, 2006, 28(4),
pp: 333-350.
Content: This paper studies the influence of free trade agreements on
national environmental policies and location strategies of polluting firms. It is
shown that banning export subsidies makes relocation of production more
attractive for firms.
Cathrine Hagem and Hege Westskog, ―Intertemporal Emission Trading with a
Dominant Agent: How does a Restriction on Borrowing Affect Efficiency‖
Environmental and Resource Economics, 2008, 40(2), pp: 217-232.
Content: This paper analyzes how restricting intertemporal trading by
prohibiting borrowing of emissions permits affects the ability of a dominant
agent to exploit its market power.
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Paresh Kumar Narayan and Russell Smyth, ―Multivariate granger causality
between electricity consumption, exports and GDP: Evidence from a panel
of Middle Eastern countries‖ Energy Policy, 2009, 37(1), pp: 229-236.
Content: This paper examines the causal relationship between electricity
consumption, exports and gross domestic product (GDP) for a panel of Middle
Eastern countries. It also finds that for the panel as a whole there are
statistically significant feedback effects between these variables.
Shanti Gamper-Rabindran, ―NAFTA and the Environment: What Can the Data
Tell Us?‖ Economic Development and Cultural Change, 2006, 54(3), pp:
605–633.
Content: Critics of trade liberalization agreements such as the North
American Free Trade Agreement (NAFTA) have expressed concerns that
polluting industries will locate in developing countries to evade more stringent
regulation, with adverse environmental consequences. A study of NAFTA‘s
effects on U.S.-Mexico trade finds that despite differences in the stringency of
U.S. and Mexican environmental policies, NAFTA did not cause Mexico to
specialize in dirtier industries between 1989 and 1999. Regarding the location
of manufacturing production during the NAFTA transition, although growth
was fastest in the congested Mexican border region, growth declined in the
congested central region and increased in the less congested interior region,
with all regions shifting toward less polluting industries. Most of the observed
measures of air quality in the border region, which can serve as an indicator of
NAFTA‘s short-term scale effects, do not exhibit significant breaks in their
trend of improvement.
Meeta K. Mehra and Satya P. Das, ―North–South Trade and Pollution
Migration: The Debate Revisited‖ Environmental and Resource
Economics, 2008, 40(1), pp:139-164.
Content: The paper examines the effect of freer North–South trade in goods
on pollution, commodity terms-of-trade and national welfare, utilizing a factor
endowment framework. North and South are distinguished in terms of the
relative endowment of a pollution causing natural resource: South is relatively
more resource abundant. Finally, in spite of better environment, free trade may
cause both the countries to gain or lose in terms of aggregate welfare.
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Emilson C.D. Silva and Xie Zhu, ―On the efficiency of a global market for
carbon dioxide emission permits: Type of externality and timing of
policymaking‖ Economics Letters, 2008, 100(2), pp: 213-216.
Content: This paper demonstrates that global permit markets are Pareto
efficient despite the externality type, production or consumption, when income
redistribution occurs after regional environmental policymaking. Ex-ante
income redistribution is neutral if emissions affect production only, but nonneutral if emissions affect consumption.
Andreas Waldkirch and Munisamy Gopinath, ―Pollution Control and Foreign
Direct Investment in Mexico: An Industry-Level Analysis‖ Environmental
and Resource Economics, 2008, 41(3), pp: 289-313.
Content: Foreign direct investment (FDI) flows into developing countries
have been increasing dramatically over the past decade. At the same time, there
has been widespread concern that lax environmental standards are in part
responsible for this surge. This paper revisits the question of the existence of a
pollution haven effect by examining the extent to which the pollution intensity
of production helps explain FDI in Mexico. The paper focusses on pollution
intensities, which are directly related to emission regulations, rather than
unobservable pollution taxes and allow for substitution between capital and
pollution. Examining several different pollutants, it was found that a positive
correlation between FDI and pollution that is statistically and economically
significant in the case of the highly regulated sulfur dioxide emissions.
Industries for which the estimated relationship between FDI and pollution is
positive receive up to 30% of total FDI and 30% of manufacturing output.
Although we confirm the importance of Mexico‘s comparative advantage in
labor-intensive production processes, consistent with the previous literature,
the results suggest that environmental considerations may matter as well for
firms‘ investment decisions.
Taran Fæhn and Annegrete Bruvoll, ―Richer and cleaner—at others‘ expense‖
Resource and Energy Economics, 2009, 31(2), pp: 103-122.
Content: This paper investigates whether the decoupling in a rich, open
economy coincides with such pollution leakages abroad. Based on historical
observations and model projections, we find little evidence to support this
hypothesis. Historically, decoupling coincides with falling pollution leakages.
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Projections over a period of decades indicate a weakening of the decoupling,
but that leakages will increase.
Santiago J. Rubio and Alistair Ulph, ―Self-enforcing international
environmental agreements revisited‖ Oxford Economic Papers, 2007,
58(2), pp: 209-232.
Content: This paper analytically determines that the key results from
Barrett's paper are maintained. The authors also explain why the main
conclusion is correct although the analysis can implicitly imply negative
emissions.
Peter G. McGregor, J. Kim Swales and Karen Turner, ―The CO2 ‗trade
balance‘ between Scotland and the rest of the UK: Performing a multiregion environmental input–output analysis with limited data‖ Ecological
Economics, 2008, 66(4), pp: 662-673.
Content: This paper attempts an empirical application of the multi-region
input–output (MRIO) method already proposed and examines the global
environmental impact of regional consumption activities on combining input–
output and ecological footprint analysis.
Hans-Peter Weikard, Michael Finus, and Juan-Carlos Altamirano-Cabrera,
―The impact of surplus sharing on the stability of international climate
agreements‖ Oxford Economic Papers, 2007, 58(2), pp: 209-232.
Content: This paper analyses stability of coalitions for greenhouse gas
abatement under different sharing rules applied to the gains from cooperation.
The authors have used a 12-region model to examine internal and external
stability of coalitions. The paper also determines and compares stable
coalitions under different surplus sharing rules; for example, grandfathering
(sharing proportional to current emissions) and a number of equitable rules, i.e.
sharing according to historical responsibilities for past emissions. Due to strong
free-rider incentives we find only small stable coalitions for all sharing rules
examined. The authors observes that stable coalitions consist of regions with
low marginal abatement costs that are attractive partners in any coalition and
regions receiving the highest shares of the surplus from cooperation under a
particular sharing rule. The authors found that equitable rules may not be
conducive to success: in fact, a grandfathering scheme leads to the most
successful coalition in terms of global abatement and global welfare.
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Ian Coxhead, ―Trade and the Environment: Analysis of Reciprocal Interactions
by Alpay, Savas‖ American Journal of Agricultural Economics, 2008,
90(1), pp: 282-283.
Content: This paper describes the interactions between trade and the
environment will be vital. This paper presents both the theoretical and
empirical exposition of (i) the impact of trade liberalization on environmental
quality; (ii) the impact of environmental regulations on international
competitiveness; and (iii) strategic trade and environmental policies.
Olav Schram Stokke, ―Trade measures and the combat of IUU fishing:
Institutional interplay and effective governance in the Northeast Atlantic‖
Marine Policy, 2009, 33(2), pp: 339-349.
Content: This paper discusses about the fact that regional states have
introduced trade restrictions only when non-restrictive or less restrictive
measures have failed enhances such compatibility, as do the gradual shift from
unilateral to multilateral measures and the rise in transparency, openness and
target-state involvement. None of those features reduces the effectiveness of
regional trade measures; they minimize tension with trade commitments and
largely strengthen their clout in the struggle to combat IUU fishing in the
Northeast Atlantic.
Jennifer L. Jacquet and Daniel Paulya, ―Trade secrets: Renaming and
mislabeling of seafood‖ Marine Policy, 2008, 32(3), pp: Pages 309-318.
Content: This paper examines the extent and consequences of renaming and
mislabeling seafood, the state of current legislation, and the importance of
future policies, with particular attention to the US, where 80% of the seafood is
imported and more than one-third of all fish are mislabeled. Policy
recommendations include governments‘ support for a global mandate to label
species, country of origin, and catching or production method on all seafood
with high penalties for infractions.
Åsa Jansson and Johan Colding, ―Tradeoffs between Environmental Goals and
Urban Development: The Case of Nitrogen Load from the Stockholm
County to the Baltic Sea‖ Ambio, 2007, 36(8), pp: 650-656.
Content: This paper determined that total net N load will increase by 6% or
8%, depending on which growth scenario is applied, and population increase
by itself will contribute at least 15% of the point source N leakage. By
proactive measures such as spatial urban planning can provide a constructive
tool for sustainable urban development on regional as well as national and
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international scales, depending on geographical context as well as the
ecosystem services' scale of operation.
Michael Margolis, ―Unprotected resources and voracious world markets: A
proof of losses in North–South Trade‖ Resource and Energy Economics,
2009, 31(1), pp: 50-57.
Content: This paper develops a generalization of Chichilnisky's model of
North–South Trade, making use of the dual theory of international trade. The
central purpose is to provide rigorous proof of the previously unproven
assertion that the South can lose from trade and from price changes that
normally constitute terms-of-trade improvements.
Kenji Fujiwara, ―Why Environmentalists Resist Trade Liberalization‖
Environmental and Resource Economics, 2009, 44(1), pp: 71-84.
Content: This paper reports the development of a two-country differential
game model of polluting oligopoly to consider the effects of trade
liberalization.
Jun Wu, Shaomin Li, Darryl Samsell, ―Why some countries trade more, some
trade less, some trade almost nothing: The effect of the governance
environment on trade flows‖ International Business Review, 2012, In
Press.
Content: This paper examines the effect of a country's governance
environment on its propensity to trade. Using an updated framework of
governance environment, the authors classify countries based on the dominant
mode of governance into three types: (1) rule-based (strong public rule of law),
(2) relation-based (weak rule of law and strong informal network based on
private relations), and (3) family-based (absence of both public rules and
private network).
Zhu Li, Sun Fang, ―Suzhou's Export Trade and Environment: an Empirical
Study‖ Energy Procedia, 2011, 5, pp: 2125-2131.
Content: The paper applies Environmental Kuznets Curve theory to an
empirical study of the correlation among Suzhou's waste disposal, economic
growth and trade growth. The paper arrives at the conclusion that Suzhou's
environment may continue to worsen. To sustain its trade growth, Suzhou
should optimize its export mix, promote technological innovation and
implement industrial restructuring in order that a balance should be achieved
between economic growth and environment.
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Nora Räthzel, David Uzzell, ―Trade unions and climate change: The jobs
versus environment dilemma‖ Global Environmental Change, 2011,
21(4), pp: 1215-1223.
Content: This paper focuses on the ways in which international trade unions
are conceptualising the relationship between jobs and the environment, which
provide the point of departure from which climate change policies can be
formulated. All discourses imply a re-invention of unions as social movements
but do not see nature as a partner in human development.
R. MacDermott, A. Basuchoudhary, J. Bang, ―Trade, Trade Agreements and
the Environment‖ Encyclopedia of Environmental Health, 2011, pp: 394399.
Content: This article shows the impact of trade on income that, in turn,
impacts the environment. It discusses the plausibility of international trade
agreements as a vehicle for environmental change.
Yinghua Meng, Xiaoyu Ni, ―Intra-Product Trade and Ordinary Trade on
China'S Environmental Pollution‖ Procedia Environmental Sciences,
2011, 10, pp: 790-795,
Content: This paper argues that intra-product trade and ordinary trade have
different effects on China's environment.
Mary Lovely, David Popp, ―Trade, technology, and the environment: Does
access to technology promote environmental regulation?‖ Journal of
Environmental Economics and Management, 2011, 61(1), pp: 16-35.
Content: This paper considers a simple duopoly market in which a home
firm and a foreign firm use labor to produce an identical product and supply it
to the home market. Firms emit pollution as a by-product of production.
Jef Van Meensel, Ludwig Lauwers, Guido Van Huylenbroeck, Steven Van
Passel, ―Comparing frontier methods for economic–environmental tradeoff analysis‖ European Journal of Operational Research, 2010, 207(2),
pp: 1027-1040.
Content: This paper uses a mechanistic frontier approach as a reference to
evaluate the ability of conventional parametric (SFA) and non-parametric
(DEA) frontier approaches for analyzing economic–environmental trade-offs.
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Howard Gumilang, Kakali Mukhopadhyay, Paul J. Thomassin, ―Economic and
environmental impacts of trade liberalization: The case of Indonesia‖
Economic Modelling, 2011, 28(3), pp: 1030-1041.
Content: This paper provides further discourse in this area with a study on
Indonesia and its trade agreements with Japan (IJEPA) and ASEAN (AFTA).
A static global CGE model, known as the Global Trade Analysis Project, was
used to project the Indonesian economy to the year 2022, with and without
tariff reforms agreed under the agreements. The study suggests that Indonesia's
participation in the AFTA and IJEPA agreements is not likely to bring drastic
changes to her economic and environmental performance.
Tetsuji Tanaka, Nobuhiro Hosoe, ―Does agricultural trade liberalization
increase risks of supply-side uncertainty?: Effects of productivity shocks
and export restrictions on welfare and food supply in Japan‖ Food Policy,
2011, 36(3), pp: 368-377.
Content: This paper uses a computable general equilibrium model with a
Monte Carlo simulation, to quantify the welfare impacts of productivity shocks
and export quotas by major rice exporters to Japan and found little evidence of
Japan suffering from such shocks.
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