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The influence mechanism of service agglomeration districts
on firm performance:

from the perspective of agglomeration rent and policy rent
WANG Meng' LI Yonggang’

(1. School of International Business Shaanxi Normal University Xian 710119 China;
2. School of Economics Anhui University of Finance and Economics Bengbu 233030 China)

Abstract: Construction of service agglomeration districts has become an important policy tool for local governments to
develop service industries. This paper explores the impact mechanism of service agglomeration districts on firm performance
from the two dimensions of agglomeration rent and policy rent. The former refers to labor sharing and knowledge spillovers
obtained by enterprises due to spatial proximity while the latter emphasizes the infrastructure and preferential policies
provided by local governments. Using data of 939 firms from 9 service agglomeration districts in Jiangsu in 2013  regression
results show that the agglomeration rent and policy rent have significantly improved the performance of service firms which is
reflected in improving profit rate and revenue while reducing financing costs. Comparing the standardization coefficients of
core explanatory variables and Shapley value decomposition based on regression it is found that the main influence
mechanism of service agglomeration districts on firm performance is policy rent rather than agglomeration rent. Further
through analysizing the motives of firms to enter a service agglomeration district this paper also finds that firms prefer policy
rent. The policy implication of the paper is that to promote service industry by service agglomeration districts and the
sustainable development of service agglomeration districts the key is to increase the supply of agglomeration rent.

Key words: service agglomeration district; firm performance; agglomeration rent; policy rent; financing cost



