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Impact of Air Pollution on Labor Productivity
—Evidence from a Prison Factory Data

SHUAT CHEN
(Zhejiang University)

DANDAN ZHANG*
(Peking University)

Abstract This study examines the causal relationship between air pollution and labor
productivity, by adopting a prison factory data for a perfect measure of the labor
productivity. To address the endogeneity of air pollution, an instrumental variable strategy
has also been used. Results show that a 10-unit increase in air pollution index leads to a sig-
nificant decrease in labor productivity by 4% . An inverse-U shaped relationship between air
pollution and labor productivity has also been suggested, which implies that the extreme air
pollution reduces labor productivity heavily. This study emphasizes the negative externality of
air pollution on labor productivity.
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