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Will the Agglomeration Reduce the Risk of Firm Failure?

Firm-.evel Evidence from China

JIANG Lingduo
( School of Business Renmin University of China Beijing 100872 China)

Abstract: The survival of a firm is not only dependent on its own development but also affected by inter-firm activities.
This paper constructs a Cloglog survival model to investigate the effect of agglomeration on the survival of newly established
firms with the panel data of Chinese manufacturing industry firms during 2000—2007. The results show that both localization
economy and urbanization economy can significantly reduce the risk of firm failure and the role of the latter is greater. The
newly established firms small and medium sized firms and labor-intensive firms can gain more “agglomeration rent” from lo-
calization economy and urbanization economy. The higher the agglomeration is the more the risk of firm failure decline. There—
fore industrial parks should be extended to the central and western regions and be promoted by government through reasona—
ble preferential policies to help firms make sustainable development.

Key words: localization economy; urbanization economy; agglomeration rent; firm survival; Cloglog Model



