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Abstract
Air pollution in Chinese cities lower amenity values and induce workers to move to less polluted

parts of the country. Using an instrumental variables strategy, we show that it is young, educated

workers that leave more polluted cities. These migration patterns affect the spatial distribution of

skilled workers. Skill-biased geographical sorting results in higher wage returns in areas that see

more out-migration of educated workers. With the help of a simple model, we quantify the

productivity losses due to this sorting. We find that poor air quality substantially contributes to the

spatial sorting of workers by skill group, which in turn results in differences in worker

productivities across cities. Reducing pollution would raise output in high polluting cities and raise

aggregate welfare.
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