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Abstract

The literature that deals with environmental policy and competitiveness has lar-
gely approached these issues in a partial way. Authors who analyze the impact of 
environmental policy on competitiveness and location decisions of fi rms tend to 
focus on the impact of an exogenous change in environmental policy. Literature on 
the impact of the “openness of an economy” on environmental policy stringency 
and policy competition typically assumes that 2 governments act strategically in 
their choice of environmental policy stringency levels in a world with 1 fi rm who 
decides where to locate. In this paper we review the literature on competitiveness 
and environmental policy. We also introduce the New Economic Geography lite-
rature which enables to determine both the stringency of environmental policy as 
well as the location choice of fi rms. 
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