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Firm Sorting, localization, and vertical disintegration: evidence from China (With Xiaobo Zhang), Job Market
Paper

Garment manufacturers in Pearl River Delta, China, became more spatially concentrated and vertically disintegrated
after China's WTO accession. However, most existing models regarding the change of agglomeration forces and firm
boundaries fail to explain these findings. This paper finds that there is negative sorting into localization. Instead of
producing intermediates in-house, low-productivity manufacturers locate close to intermediate-goods sellers and
outsource. In contrast, high-productivity manufacturers tend to integrate vertically and locate more sparsely. China's
WTO accession increases profit margins, so low-productivity garment manufacturers enter the market, spatially
concentrate, and vertically disintegrate. Localization and vertical disintegration reduce manufacturers' entry barriers.
A back-of-the-envelope calculation shows that in 2004 localized and disintegrated garment manufacturers constituted
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18% of the garment employment and 7% of the garment output in China.
Firms’ registration addresses and operation addresses (in Chinese)

The registration address of a firm is not the same as its operation address. Combining China Business Registration
Database and online recruitment data, this paper finds that many firms operate in districts/counties different from
their registration counties. Two reasons can explain this phenomenon. First, the Cluster Registration System reduces
the rent costs of registration addresses, and enables firms to choose their operation addresses more flexibly. Second,
tax incentives based on registration addresses greatly separate firms’ two addresses; firms can obtain tax benefits by
changing their registration addresses without changing their operation addresses. The prevalence of cross-regional
operation may lead to “fraud” statistics and may also fade the effect of tax policies based on registration addresses.

Are online firm surveys accurate? The study of sample bias using surveys under COVID-19 (in Chinese, With
Ranran Wang, Zijun Cheng, and Xiaobo Zhang)

Internet surveys have been widely utilized in social science research in China, in particular after the outbreak of
COVID-19. However, sampling bias introduced by internet surveys has rarely been studied. In order to investigate
the impact of COVID19 on small and medium-sized enterprises (SMEs), the Enterprise Survey for Innovation and
Entrepreneurship in China (ESIEC) research team launched a telephone follow-up survey for their sample enterprises
and an internet survey open to any SMEs. By comparing the two samples, we found that questionnaires collected
from internet surveys are less representative than the ESIEC samples in sectors and numbers of employees.
Moreover, they revealed more negative attitudes and reported more business operational problems than the SMEs
from the ESIEC sample collected based on random sampling.
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