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This research consists of two portions. One is a quantitative study using Chinese
industrial enterprises census data. Another is a case study based on the field survey
of Pearl River Delta. The quantitative study empirically analyzed the agglomeration eff
ects on the foreign enterprises and foreign spillovers on the domestic cluster using fir
m level data. The field survey of Pearl River Delta provided the case studies of Japan

ese firms located in the cities of Guangzhou, Zhuhai, and Shenzhen.

The quantitative study partly empirically analyzed the connection between the sel
ection of the foreign firm location and the regional economy. Using the econometric a
nd statistics methods, the results indicate that: (i) the relationship between the level of
diversification in the domestic cluster and the firm location illustrates a U-shaped non
linear scenario in the long term, while in the short term, the improvement of the level
of diversification can contribute to the growth of the regional economics; (ii) the inte
ractive relationship between the foreign enterprises and the agglomeration of the region
al industry is determined by the development of the foreign firms and their associated
industries. There are no observations indicating that the interactive and dependent relati
onship is emerged due to the assembled effect of the foreign enterprises with those on
es in the same industry. Moreover, from the aspect of the firm heterogeneity, the anal
ysis on the two features, i.e., the scale of the foreign enterprise and the characteristics
of the control right, illustrates that the interaction and the mutual promotion between
the foreign-owned enterprises and their backward industries is the main path of that be
tween the foreign enterprises and the industries in China. Furthermore, the interactive
effects within the Japanese firms have not been confirmed. The reason may be that alt
hough Japanese firms would concentrate at a specific industrial park, the agglomeration
at the county level would not be held only by companies of a specific country.

In the field survey of Pearl River Delta, the data of foreign firms and regional e
conomy was collected through the visiting of Japanese companies, industrial parks, and
the industry association located at Guangzhou, Shenzhen, and Zhuhai. The exploration
on the data indicates that the urbanization of these cities is an essential factor on un
derstanding the regional business strategies of the Japanese companies. As the rapid ur
banization and the increasing of the employee population, many industrial clusters appe
ared in of the cities. For the current status, the major Japanese manufacturing compani
es are keeping local production, while the small businesses or SMEs change their strat
egies corresponding to the structural adjustments, such as the relocation of the producti
on location and the conversion to the service industries.
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