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The Home-Country (Region) Effect of FDI
Agglomeration: Evidence from Jiangsu Province

KaNGNING XU JiaAN WANG

(Southeast University)

Abstract Foreign direct investment has the characteristic of agglomeration that exhibits
the home-country (region) effect, that is, firms from the same country (region) tend to ag-
glomerate. This paper applies the econometric models of location choice to conduct an empiri-
cal study of this effect based on data of foreign investment enterprises (FIEs) in Jiangsu prov-
ince. The findings suggest that FIEs from the same country (region) tend to agglomerate,
but they are not affected by the agglomeration of firms from other origins. Moreover, the
home-country (region) effect has become more and more important, but general agglomera-
tion of different origins has gradually exhibited negative externality. Finally, there are hetero-
geneities in the agglomeration of firms from different countries (regions).
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