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The Industry Cluster Development Model and Formation
Mechanism of Producer Service:
Evidence from New York and London

Tian Huaquan Zhang Xiangjian

Abstract: With the rapid development of economic globalization and informationization, many mod-
ern producer service clusters have become important phenomenon, especially in global cities. This paper
studies the evolutionary process, feature and development direction of modemn producer service clusters in
New York and London, and analyzes the formation mechanism of producer service clusters. Drawing les-
sons from foreign development experience, this paper puts forward many suggestions to promote the devel-
opment of modern producer service in Chinese metropolis such as Shanghai and Beijing.

Keywords: producer service; industry cluster; development model; formation mechanism
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Empirical Study on the Relationship between Firm Entry Deterrence
and Market Performance

Based on 29 Four - digit Manufacturing Industry Panel Data of China

Li Shiying Li Yanping Jiang Feilong

Abstract: Based on 29 four - digit manufacturings panel data of China from the year 2003 to 2007,
this paper investigates the impacts that the behavior of firm entry deterrence imposes on market power and
net entry rates, thereby on market performance. The main findings and conclusions are stated by this pa-
per as follows: the existence of excess production capacity did increase the limit pricing; whats more, the
growth rate of market demand can erode the price cost margin. However, the hypothesis that firms inten-
tionally take advantage of their excess production capacity to deter entry is not supported by these two
findings ; on the contrary, the speculation that excessive competition which is caused by excessive entry
and high exit barriers prevails in China$ industries is supported. It was the higher level of excess produc-
tion capacity that led to the relatively higher difference of price cost margin, which in favor of the postula-
tion that firms used limit pricing to maintain their market power. Advertising expenditures might erode
firms” excess profits, which may also weaken the incentive to firm entry; besides, high advertising density
can impose difficulties on new entrants. It appears that, R&D expenditures, which can help firms main-
tain relatively high price cost margin, assure the market power of incumbent firms. However, in our mod-
el, the effect of R&D expenditure on net entry is insignificant.

Keywords: entry deterrence; market performance; empirical study



