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Agglomeration Economy and Firm Location Choice:
Evidence from Prefectural Data of Firms in China

LIU Xiu-yan',ZHANG Xue-liang®

(1.School of Economics & Management , Southeast University s Nanjing 210096,
China ;2.Economic Space Data Center of Changjiang Delta , Shanghai
University of Finance and Economics,Shanghai 200434 ,China)

Abstract: Based on the data of Chinese all state-owned and non-state-
owned industrial enterprises above designated size from 2004 to 2007, the pa-
per empirically analyzes the effect of agglomeration economy on the location
choice of a new firm.To measure the effects of different types of agglomera-
tion economy on firm location choice,it constructs such indexes as industrial
specialization,regional industry diversity and market potential. At the same
time,it applies Poisson panel data models to solve the empirical difficulty
caused by many explained variables with the value of zero.The result shows
that,regional industrial specialization,industrial diversity and market poten-
tial have significantly positive effects on the number of firms expecting the
entry into the regions, which confirms the existence of agglomeration eco-
nomic effect in the firm location choice.

Key words: agglomeration economy; localization economy; urbaniza-
tion economy; market potential; firm location choice
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