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City Size Development of Producer Services and Manufacturing Agglomeration:

Empirical Research Based on Panel Data of Prefecture-lLevel Cities
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Abstract: This paper employs a theoretical model based on new economic geography to analyze the effect
of city size and development of producer services on manufacturing agglomeration. Making an empirical study
by using the panel data of 283 prefecture-level cities the results imply that as city size increases manufac—
turing exhibits a significant inverted U-shaped relationship the marginal effect of city size on manufacturing
increases as the diversification of producer services raises and decreases as the specialization of producer serv—
ices raises. The effects of specialization and diversification of producer services on manufacturing agglomeration
depend on size of cities. In small and medium-sized cities the diversified development of producer services
would hinder manufacturing agglomeration the specialized development of producer services would promote
manufacturing agglomeration. In megacities the specialization of producer services negatively affect manufac—
turing agglomeration the diversification of producer services positively affect manufacturing agglomeration. In
big and super cities with population more than 1 million but less than 8 million the diversified and specialized
development of producer services all promote manufacturing agglomeration ~ while the marginal effect of diver—
sification outweighs specialization. The impacts of producer services city size and their synergistic effect on
manufacturing agglomeration are quite different between East Middle and West regions.
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