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Regional Competition Home Market Effect and Industrial Agglomeration:

An Analysis of New Economic Geography included Government Department
Chen Jiansheng' Li Wenyu' Liu Hongduo®
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2. Institute of Industrial Economics Jinan University Guangzhou 510632 China)

Abstract: Based on the theoretical framework of new economic geography this article adds government section to the
center periphery model we find there exists not only the home market effect among different regions but also regional compe—
tition effect which has an impact on industrial agglomeration through the transmission channels of price labor costs and so
on. As the gap of competition decreasing between regions the industry share will experience change and fluctuation corre—
spondingly because of interaction of regional competition and home market effect. Besides these the region in which market
and the industry dominated will have corresponding advantage in the aspect of regional competition and will have more poli—
cy selections the governments” regulation of the policy will accelerate industrial agglomeration. Finally we make empirical
test by using china’s data then put forward suggestions which shed light in the adjustment of Chinas regional development
policy by planning the regional development establishing transparent and order competition mechanism and promoting region—
al economic integration.

Key words: new geography economics; regional competition; home market effect; industrial agglomeration; tax plan—

ning; government action



