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Agglomeration Effect, Ownership Structure
and Location Choice: Evidence from Foreign
Direct Investment in China

JuNNT ZHANG Yuyvyu CHEN
(Peking University)

Abstract The agglomeration theory states that enterprises within the same industry tend
to agglomerate in a geographical area because of positive externalities. In this paper, we apply
the conditional logit model to the survey data of Chinese National Bureau of Statistics on for-
eign direct investment enterprises, and estimate the effects of agglomeration, ownership
structure and other traditional regional characteristics on location choice of foreign investment
enterprises. We found a significant agglomeration effect, which indicates that accidental poli-
cies and historical factors influence the geographical distribution of production activities in the
long run, and this is very important to understanding regional differences in China.
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