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Can Urban Integration Policy Promote the Development of Industry?

Hongchao Ji Shuaiqi Dong PanYi Baozhong Gao®

Abstract: Whether the integration policy can promote the industrial development is an urgent practical question. Based on the micro-
data of manufacturing industry and Difference-in-Differences method, this paper quantitatively analyzes the impact of the urban
integration policy on industrial development for the first time. The study found that the urban integration policy continued to promote the
development of manufacturing industry relative to the control group, resulting in an average annual growth of 8.2% in total output and
12.2% in profit margin. In this paper, the robustness test is carried out by means of random simulation, reverse Difference-in-Differences
method, replacement of result variables and adjustment of samples, and the results are still significant after the interference of natural
urban integration and other regional policies such as metropolitan regions, urban clusters strategy and self-selection bias are excluded. In
addition, this paper responds to the debate between siphoning and free-riding, and proves that the policy can achieve a win-win situation
for the central and marginal cities. Further heterogeneity inspection and mechanism analysis found that the positive impact of urban
policies on small and medium-sized enterprises and non-state-owned enterprises was significantly stronger than large enterprises and state-
owned enterprises. Cost reduction and professional division of labor are important ways for policies to promote the development of
enterprises.

Keywords: Urban integration; Industry; Win-win; Cost reduction



