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The Impact of the Establishment of the Pilot Free Trade Zone
on Industrial Co-agglomeration .

Based on the Dimension of Institutional Innovation

LI Shijie' , CHONG Feifei', HUANG Jincheng’
(1. School of Economics, Hainan University, Haikou 570228, China;
2. School of Economics and Management, Hainan Normal University, Haikou 571158, China)

Abstract ; The pilot free trade zone, as a unique policy that uses institutional innovation to facilitate industrial development,
has a profound impact on the regional industrial co-agglomeration. Based on the panel data of 280 cities in China from 2008 to
2018, this paper uses the staggered difference-in-difference ( DID) method to test the net policy effect of setting up the pilot
free trade zone on industrial co-agglomeration. The results indicate that the establishment of the pilot free trade zone can
significantly promote the level of industrial co-agglomeration through the innovation of the opening up system, the fiscal
expenditure system, and the public service system, whereas the innovation of the tax preferential system has no significant
effect on industrial co-agglomeration. Furthermore, due to the influence of geographical location and administrative levels, the
policy’s effects will be different depending on the type of city. The pilot free trade zones also have heterogeneous effects on the
co-agglomeration of different producer services and manufacturing. From the perspective of spatial spillovers, the pilot free
trade zone has a U-shaped impact on the industrial co-agglomeration of neighboring regions and cities with similar
economic levels.

Key words : pilot free trade zone; institutional innovation; industrial co-agglomeration; staggered difference-in-difference



