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Can Spatial Agglomeration Improve Urban Productivity?

— Analysis Based on the Dynamic Spatial Panel Data Test of the Yangtze

River Economic Belt
GAO Wei, LI Yong-sheng, LI Xiao-fan

Abstract: The heterogeneity, dynamic and endogenous characteristics of spatial agglomeration process make its
impact on urban productivity uncertain. In this study, 131 urban panel data of the Yangtze River Economic Belt
in 2008—2017 are taken as samples, and dynamic spatial panel model and SYS-GMM estimation method are
used to test whether spatial agglomeration can help improve urban productivity, It is found that the inverted “U”
type trend in the TFP level of the Yangtze River economic belt shows significant difference, which is influenced
by the location, the size and the other city characteristics. There is indeed a relationship of inverted “U” -type
between agglomeration effect and TFP level, but the scale of majority cities in the economic belt has not yet
reached the inflection point, while improvement of the agglomeration level could increase the TFP by 18%. Ag-
glomeration effect is more effective in larger cities and labor intensive area because larger city has higher produc-
tivity, and its neighboring cities and its initial level of TFP also affect the improvement of productivity. The total
effect of infrastructure and human capital reach 24 % and 8% respectively, but the effect is relatively small for
the level of industrialization and service industry. FDI under which most investment goes to the low-end manu-
facturing even inhibits the improvement of productivity. Therefore, it is extremely important to set up a scientif-
ic urban system planning for small towns and cities, mediumrsized and large cities, make full use of the scale e-
conomic benefits and radiation effect of the agglomeration in larger cities, optimize the space layout of regional
industry, increase investment in infrastructure and education, improve the efficiency and quality of resource al-
location, so as to improve the level of TFP and achieve long-term economic growth,

Key words: agglomeration economies; spillover effect; TFP; dynamic spatial panel data model
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