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Abstract

Trade and investment liberalization, along with
weaker environmental and worker protection in
developing countries, have raised concerns that
those industries that are more polluting in their
production processes have located in developing
countries for regulatory reasons. Using the North
American Free Trade Agreement (NAFTA) as a
trade and investment liberalization episode, I test if
NAFTA led to greater growth in US import
intensity from Mexico in the dirtier industries
relative to cleaner ones between the pre and post-
NAFTA periods. Next, I examine several other
NAFTA-related questions of interest, where I
describe patterns that coincide with the passage of
NAFTA, without making causal claims. I ask
whether output from foreign owned facilities in
Mexico has shown a greater increase in the dirtier
versus the cleaner industries. I also describe the
technological aspect of trade i.e. the NAFTA-
related reduction on Mexican import tariffs on
pollution abatement equipment and the increase in
these imports. Additionally, I assess locational
issues, i.e. whether industrial growth post-NAFTA
is less concentrated in Mexico’s border region,
which already suffers significant environmental
pressure, than in the interior region. Finally, I
examine whether ambient air pollution in Mexican
border cities has worsened post-NAFTA.
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