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Industrial Clustering Technology Spillovers and Firm Innovation Performance
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Abstract: Economic theory predicts that other firms’ R&D activities are helpful for a firm” s innovation via technology
spillovers and that industrial clustering is an important mechanism to promote technology spillovers. Yet there lacks con—
sistent empirical evidence for the spillover effects of industrial clusters on technology and firm innovation. The reasons for
the inconsistent findings from the existing research include the following: The measures for industrial clustering are not ap—
propriate the direct effect of industrial clustering on innovation has not been distinguished from technology spillover effect
and the geographical scope and industry range used to measure industrial clustering are overly broad. The current study
measures industrial clustering more accurately based on the concept of industrial proximity and estimates the effects of in—
dustrial clustering on technology spillovers and firm innovation using county level and 3-digit industry level data. Our results
show that: (1) The research and development expenditure by firms in the same industry has significant spillover effects on
a firm’ s own innovation but such spillover effects are only significant in regions with a high degree of industrial clustering;
and (2) private firms and small and medium-sized firms benefit more from industrial clustering and technology spillover
effects.

Keywords: industrial clustering industrial proximity technology spillovers innovation performance
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