Aurélie Mahieux
EQUIPPE University of Lille
aurelie.mahieux@ed.univ-lille1.fr

OBJECTIVES
agglomeration economies to account for the air pollution
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traffic generates air pollution!

= Air pollution variables: (from each French AASQA: air quality
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> nitrogen oxide (NOx)
» fine particulates (PM2s) emissions
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METHODOLOGY AND RESULTS

1. General framework
> Inprod, = a+ Blndens, + ylnMP, + dlnarea, + nlndiv, + 6 Inspe, + ¢,
» Estimate standard agglomeration economies
»> Endogeneity issues controled for industry fixed effects & instruments
(lagged population densities and market potential)

v 0.05% increase in productivity for a 1% increase in density (in line with the literature)

2. Extended framework
> Inprod, = a+ flndens, + ylnMP, + §Inarea, + nindiv, + 6 Inspe,+ Alnpoll, + ¢,
» Estimate corrected agglomeration economies
» Endogeneity issues controled for instruments (lagged car ownership rates)

v 0.07% decrease in productivity for a 1% increase in NOx emissions
v 0.07% decrease in productivity for a 1% increase in PM2s emissions
v 0.1% decrease in productivity for a 1% increase in air pollution (both pollutants)

= The positive effect of density is halved when introducing air pollution: | indens | 00514+ 0.0265** 0.0510*** 0.0321***
0.03% increase in productivity for a 1% increase in density. m 0.0365*** 0.0452%** 0.0355%** 0.0428***
In NOX -0.0585%* % -0.0655***

= Productivity gains are lower than traditionally estimated when In PM2.5

accounting for air pollution. Industry fixed-effects _—
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CONCLUSIONS

.0647*** | -00673***
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= This study puts into perspective the agglomeration benefits resulting . r | oe7 | -] 0633 | - |

from the implementation of a new transportation infrastructure or
policy.
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