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Borrowed-size network externalities and agglomeration economies
in the urban agglomerations

YAO Changcheng SONG Donglin
( School of Economics Jilin University Changchun 130012  China)

Abstract: The administrative economy of our country is transforming into urban agglomeration economy. The agglomeration
economic theory under the “single city ”development model is no longer applicable to explain the miracle growth of the urban
agglomerations in China currently. Particularly it is unable to explain the economic growth of small and medium cities in the
urban agglomerations. Using the data of 197 prefectureevel cities from 2003 to 2015 the systematic GMM estimation method is
used to empirically analyze the impact of “borrowed-size” and network externalities on the agglomeration economies. The results
of the study indicate that the impact of “borrowed-size” and network externalities makes the agglomeration economies spread
out and the small cites could share the benefit of agglomeration economies produced by the corporation between themselves and
big cities whether or not they are neighbors. What’s more the agglomeration effect caused by “borrowed-size ”should consider
the influence of accessibility of cities in the urban agglomerations areas and polycentric structure tends to show “borrowed-size ”
behavior; while monocentric structure tends to have an agglomeration shadow. Finally the network externalities of urban
agglomerations are conducive to improving the economic benefits of the cities within the urban agglomerations and have
apronounced effect on small and medium cities with a low level of agglomeration.

Key words: agglomeration economies; borrowed-size; agglomeration shadow; network externalities; polycentricity; megalopolises



