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Determinants of Industrial Agglomeration in China:
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Abstract This paper investigates recent trends and micro-foundations of the spatial con-
centration of China’'s manufacturing industries using representative firm-level data. It is found
that the overall industrial agglomeration in China has increased steadily in recent years. It is
also found that, besides the usual determinants of Marshallian externalities, transaction
costs, and natural advantages, local protectionism plays an important role in determining Chi-
na's industrial agglomeration.

JEL Classification 1.11, R12, R30



