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Residents’ consumption is a good indicator of people’s livelihoods and one of the motivations driving economic

growth.  Industrial agglomeration in the eastern region is relatively high and has a restraining effect on residents’

consumption, while industrial agglomeration in the central and western regions is at an early stage and promotes

residents’ consumption. Therefore, different regions should adopt different industrial agglomeration policies. 
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1. Industrial Agglomeration

At the end of the 19th century, Marshall  began to pay attention to the economic phenomenon of industrial

agglomeration. He proposed two important concepts, namely, the “internal economy” and “external economy”.

Since Marshall, industrial agglomeration has attracted more and more attention from scholars. The concepts of an

“industrial concentration zone” and “agglomeration economies” were first proposed and used by Weber . Porter

 was the first to use “industrial agglomeration” to analyze cluster phenomena. Krugman  put forward that

geographic agglomeration and specialization produce economies of scale, which, in turn, attract more companies

to agglomerate and form industrial agglomerations. He and Zhang  think that industrial agglomeration, as a

special form of industrial spatial organization in the process of economic and social development, is an important

carrier of regional production activities and environmental governance. Some scholars have summarized that

industrial agglomeration can reduce transaction and transportation costs due to approaching suppliers and

markets, promote knowledge and information spillover, and help enterprises to share infrastructure and skilled

labor .

Other scientists think that industrial agglomeration may produce negative externalities, such as energy

consumption, pollution agglomeration, and resource competition . In addition, many scholars believe that

there is a threshold for industrial agglomeration; when the threshold is exceeded, the negative externalities will

exceed the positive, which will reduce the efficiency of resource utilization .

Different scholars have different explanations of the motivation for industrial agglomeration. Factors such as

technological innovation, the externalities of industrial competition, and government policy arrangement all affect

the motivation mechanism of industrial agglomeration. Marshall  explained that the economic growth of industrial

agglomerations is mainly due to the effects of skilled labor, professional services, and technology spillover brought

by the agglomeration, which is known as MAR externality. Marshall thinks that the effect of industrial
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agglomerations on the local economy is manifested through externalities. Jacobs  believes that differentiation

and diversification rather than specialization promote innovation. Jacobs’ externality focuses on diversification.

Porter  points out that market competition is more beneficial to industrial innovation than market monopoly. S. Wu

and Li  and Zhu et al.  both conducted regression analyses in China to study the impact of MAR externality,

Jacobs’ externality, and Porter’s externality on growth. Sullivan  showed that public government facilities can

provide the impetus for industrial agglomeration and attract the inflow of labor and manufacturers, thereby

promoting industrial agglomeration and economic growth.

Since the emergence of industrial agglomeration, many scholars have devoted themselves to studying its

measurement , but there is no unified theory or method. Of the many measurement methods, there are

different methods used for different classifications. This uses the location quotient (LQ) to calculate the degree of

industrial agglomeration, which is also the method used by most scholars who study macroeconomics. The

location quotient (LQ) is an analytical statistic that measures a region’s industrial specialization relative to a larger

geographic unit (usually the nation). The LQ is computed as an industry’s share of a regional total for some

economic statistics, such as earnings, GDP by metropolitan area or employment, etc. Peters  used the LQ as

the measurement standard. Peters measured economic specialization for an industry in Missouri by calculating the

LQ for output, employment, compensation, and foreign exports in 2000. Jiang and Xu  utilized the LQ to

measure the level of forestry industry agglomeration in Heilongjiang in China from two perspectives: gross product

and number of employees. Q. Zhang et al.  employed the LQ to measure the degree of industrial agglomeration,

taking industrial industries in different regions of China as research objects.

2. The Link between Industrial Agglomeration and Residents’
Consumption

Residents’ consumption is a manifestation of people’s livelihood and geographic spatial agglomeration in a country

or region, which will be a focus of future research in spatial economics. So far, there have been relatively few

studies on the influence of industrial agglomeration upon residents’ consumption. Results from studies on the

relationship between industrial agglomeration and residents’ consumption are unclear, and the following major

differences have emerged.

Few scholars believe that industrial agglomeration leads to damage to residents’ consumption. Behrens et al. 

presented a model incorporating a rich market structure to empirically study the importance of endogenous freight

rates to investigate the relationship between industry location, welfare, and transport costs. They revealed that

firms and consumers are free to relocate due to an increasing number of carriers and falling costs of transportation,

which can trigger a gradual agglomeration of industry. In the long run, this leads to consumer welfare losses, with

more unequal resident consumption in different regions. In addition, industrial agglomeration will lead to the

misallocation of resources  and environmental pollution , which will indirectly bring disadvantages to

residents’ consumption.
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On the other hand, some scholars think that industrial agglomeration can improve residents’ consumption or at

least improve consumption in some areas. Fujita and Thisse  proposed a two-region model of endogenous

growth, which is a natural combination of a core–periphery model with an R&D sector. The results show that

industrial agglomeration indirectly leads to an increase in residents’ consumption in the core area. Even the

consumption of residents who stay in the periphery is better than that of those under dispersion because the

growth effect triggered by the agglomeration is strong enough. Norman and Venables  found that the real

income is higher in countries that have a cluster of activity than in countries that do not, so the higher the income of

the former, the higher the consumption of residents. Due to inter-regional industrial agglomeration, transportation

costs and energy consumption between industries are reduced, thereby saving on costs of enterprise production

and achieving scale benefits . Xiao and Hong  and Song et al.  adopted the dynamic panel model and the

dynamic spatial panel model, respectively, concluding that industrial agglomeration can effectively promote

residents’ consumption. C. Wang  empirically concluded that the relationship between residents’ consumption

and industrial agglomeration is nonlinear. Industrial agglomeration can effectively promote residents’ consumption

and drive improvements in consumption capacity and the consumption level of residents in and around the region.

In addition to the above two views, some scholars insist that the impact of industrial agglomeration on residents’

consumption cannot be arbitrarily divided into positive or negative. Y. Wu and Pu  empirically studied how

moderate clustering in the region increases residents’ income, while excessive clustering brings negative

externalities and loss of regional income. X. Liu and Yin  conducted an empirical test on the relationships

between regional employment density, market potential, and wage levels based on panel data from 282 prefecture-

level administrative regions in China from 1999 to 2004. The results show that industrial agglomeration’s effect

upon wage levels is non-linear, and only when the degree of industrial agglomeration is higher than a certain level

can it have a positive impact on wage levels. H. Wang and Chen  studied 36 industries in 30 provinces of China

in 2004 and analyzed the impact of industrial spatial agglomeration on wage levels. They found that only intra-

industry agglomeration can significantly increase wage levels, but the impact of inter-industry agglomeration on

wages is not significant. J. Liu and Xu  and Y. Wu and Pan  used China’s panel data to empirically show that

there is a U-shaped relationship between industrial agglomeration and residents’ consumption.

3. Other Influencing Factors and Residents’ Consumption

Most of the existing studies on the influencing factors of residents’ consumption mainly focus on the income level.

Alimi  empirically summarized that the determinant of consumption is the current income level, and there is a

direct relationship between disposable income and consumption. Shi and Nie  empirically proposed that the

main reason for the increase in residents’ consumption is still the increase in income, but the impact of urbanization

on consumption is not significant. Deng et al.  empirically tested if increasing resident income would promote

resident consumption and if resident consumption values between regions would either promote each other or

compete with each other. Rakhmanov  investigates the effect of residents’ income on the consumption of

residents in Azerbaijan. Kozyreva et al.  believe that the effect that income has on consumption is undeniable.
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Other important influencing factors include the degree of openness, the government’s fiscal expenditure,

urbanization, technological innovation, etc. Li et al.  conducted an empirical study on the spatial effects of local

fiscal expenditures on residents’ consumption. Wei et al.  empirically concluded that the impact of fiscal and

social security expenditures on consumption upgrades is not significant. Cao and Xu  empirically verified that

the increase in local government fiscal expenditure and the degree of openness can not only promote the

upgrading of local residents’ consumption structure, but can also produce obvious spatial spillover effects, which

will promote the upgrading of residents’ consumption structures in other surrounding areas. The improvement of

the level of urbanization can significantly increase the level of the consumption upgrade of residents , and there

is a “U-shaped” relationship between the urbanization rate and the residents’ consumption . Empirical studies

show that technological innovation has a positive effect on the growth of residents’ consumption .
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