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Recently, the phenomenon of industrial agglomer-
ation has become an increasingly popular focus in many
research fields, because the concept and analysis of in-
dustrial agglomeration provide a new way to under-
standing regional competitiveness. Porter (2000) indi-
cates that industrial agglomeration affects competition
in three ways: first, increasing the productivity of en-
terprises in the area; second, driving the direction and
pace of innovation to enhance future productivity,
third, conducing to the formation of new enterprises to
expand and strengthen the agglomeration itself.

The method adopted in this book is the combina-
tion of mathematical models with empirical analyses,
Besides, this book takes the empirical analyses of many
foreign economists as reference. Constructing several e-
conometric models, the book also uses more than
400,000 data to make six relevant but different empiri-
cal analyses. The conclusions made from these empiri-
cal analyses all testify the theories, which is of some

value to the reality and policy making in China.
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The book is divided into seven chapters and the theme of
each chapter is as follows:

Chapter One proposes the objects and significances of
the research, evaluates relevant literatures home and abroad,
explains systematically the present development and tendency
of industrial agglomeration research, and introduces the basic
methods and main ideas of the book.

Chapter Two, through comprehensively reviewing the
industrial agglomeration literature, concentrates on industrial
agglomeration theory, regional economy theory and industri-
al competitiveness theory, and the relations among them.

Chapter Three, based on discussing existing measures of
industrial agglomeration, describes patterns of industrial ag-
glomeration of China’s manufacturing industries at the 4-SIC
industry level by using a simple and informative measure,
which is called Ygc. This new measure allows us to investi-
gate how much of observed industrial agglomeration of an in-
dustry can be explained by industrial agglomeration theory.
That is, it enables us to distinguish industries that are geo-
graphically concentrated due to the presence of a single large
plant in a particular region from those that are geographically
concentrated due to a number of smaller, unrelated plants in
a region. QOur empirical results provide a strong reaffirmation
of the previous wisdom which finds almost all industries are
somewhat localized, however, the !degree of localization is
slight. We also examine the extent of “co-agglomeration”,

which is geographic agglomeration among related industries.
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Chapter Four describes the dynamic characteristics of in-
dustrial agglomeration in China’ s manufacturing industries
with firm-level data of 1999-2003, We find the changes in ag-
glomeration are mainly due to industry mobility rather than
historical accidents and the effects of cumulative circular cau-
sation as often argued by the New Economic Geographic lit-
erature, Therefore, it is possible for China’s manufacturing
industries to remain active in the trend of agglomeration and
avoid “lock-in trap”.

Chapter Five, based on traditional trade theory, new
trade theory, new economic geography and new competition
economy framework, explores the causes of industrial ag-
glomeration in China by using the 2-SIC industry panel data
of 1999-2003. Our empirical results show that traditional
trade theory, new trade theory and new economic geography
are all competent to explain industrial agglomeration.

Chapter Six discusses industrial agglomeration effects in
the framework of Poter’s competitidn theory. This chapter
consists of the following three sections: the first section,
employing panel data, covering 29 manufacturing 2-SIC sec-
tors for Chinese 236 cities over the period of 2001-2003, esti-
mates the impact of agglomeration economies on industry
productivity. This analysis confirms that agglomeration has
the active impact on industry labor productivity and pay par-
ticular attention to separating the influence of different kinds
of agglomeration economies on industry production efficien-

cy. The second section describes the spatial dimension of re-
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gional innovation activities and uses the panel data of the 154
3-SIC industry of the 2850 county in 2003 to make Tobit
model. The econometric analysis shows that industrial ag-
glomeration has active effect on innovation activities. The
third section, using the negative binomial regression model,
investigates the effects of industrial agglomeration on the in-
cidence of new business activity.

_Chapter Seven briefly reviews this book and points out
the direction of the future study.

This empirical analysis proves the industrial agglomera-
tion theory so that it has a significance of reference for China
to upgrade industries, raise competitiveness, balance and
harmonize regional development, even to make regional in-

dustrial polices.
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