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Industrial Agglomeration and Diffusion Mechanism

in Modern Shanghai from the Perspective of New Economic Geography
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Abstract: Based on the theoretical framework of new economic geography, the industrial ag-
glomeration and diffusion mechanism in modern Shanghai is analyzed. Under the exogenous
impacts including port-opening and international trade, concession establishment, and for-
eign investment etc. , the industrial agglomeration in modern Shanghai started, where the
effect of local market and living cost, together with the cyclic cumulative causal mechanism,
caused the industry to accelerate its agglomeration in Shanghai; but the industrial growth
changed its spacial layout. As a result of the crowding effect caused by the agglomeration,
the industry spread to the surrounding area of Shanghai. The research shows that the tech-
nological and institutional progress provides the fundamental power for the industrial ag-
glomeration and diffusion in modern Shanghai.
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