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Summary of presentation
This study examines agglomeration economies at the firm level in China. The presenter estimates firm-level production functions, total-factor productivity, and return on assets to compare the performance of heterogeneous firms within and outside the agglomeration. Agglomeration studies distinguish between localization—regions characterized by a particular economic activity—and urbanization, which corresponds to the development of overall economic activity. This study investigates both types. 
Theoretical background of this study relies on the recent line of agglomeration study with heterogeneous firms such as Combes, et al.(2009) and Arimoto, et al.(2010), using a simple method, this study clarifies the positive and negative contributions of agglomerations toward firm-level performance in five selected industries in China. This study does not use sophisticated measurements or methods; what the literature on the agglomeration in China lacks is not the means to identify or measure clusters but to evaluate firm-level performance within them. Again, much remains to be discovered about productivity and profitability within China’s agglomerations.
 Results of a cross sectional estimation suggest that negative localization economies exist in labor-intensive industries and positive urbanization economies are observed in capital-intensive industries. From the perspective of examining heterogeneous firms, negative localization is explained by the negative selection effect—fewer high-productivity firms are clustered in the apparel and fiber industries—and is explained by the negative agglomeration economy in the miscellaneous goods industry. The positive urbanization effect is explained by the agglomeration effect, i.e., the benefits of agglomeration serve all firms in the auto and communication industries. 
Note that the productivity of Chinese firms in “Marshallian” localization clusters is not higher than that of firms located outside clusters. This finding challenges the theoretical prediction, prompting the need for further research.
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