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Administrative Rule of Law Construction, Financial Development, and Manufacturing

Agglomeration: Empirical Evidence from Work Reports of Local Governments

Hu Jinyan'"? Guo Tairan' LiJianwen'?®
(1. School of Economics, Shandong University, Jinan 250100, P.R.China;
2. School of Economics, Qingdao University, Qingdao 266071, P.R.China;
3. National Strategic Research Institute on Yellow River, Shandong University,
Jinan 250100, P.R.China)

Abstract: Manufacturing agglomeration is a crucial foundation for building a new development
pattern and realizing high-quality economic development, and administrative rule of law construction
1s an important guarantee for promoting the clustering development of manufacturing industries.
Based on the government work reports, this study uses a Word2vec model to systematically measure
administrative rule of law construction at the city level, and examines the impact of administrative
rule of law construction on the agglomeration of manufacturing industries and the role of dual finance
in this process. Our findings reveal that administrative rule of law construction can significantly
promote the overall agglomeration of manufacturing industries that rely heavily on external finance,
and can have a positive impact on both specialized and diversified agglomeration. From a financial
perspective, administrative rule of law construction can promote financial development and thereby
facilitate the overall agglomeration of manufacturing industries with a high degree of reliance on
external financing. The effect of administrative rule of law construction on specialized agglomeration
is mainly realized through constructive informal finance, while the effect of rule of law construction
on diversified agglomeration is reflected in the promotion of formal finance. Heterogeneity analysis
shows that the positive impact of administrative rule of law construction on specialized agglomeration
of manufacturing industries that rely heavily on external financing mainly affects the non-state-owned
sector, while its promoting effect on diversified agglomeration is concentrated in the state-owned
sector. The effect of administrative rule of law construction on manufacturing agglomeration is more
pronounced in central cities. The above conclusions offer important policy implications for promoting
administrative rule of law construction and optimizing the financial structure to serve the high-quality
development of the real economy. Specific policy suggestions are as follows: firstly, we should
continuously improve rule of law construction to promote the optimization of financial structure and
drive the comprehensive improvement of regional industrial competitiveness. Secondly, in the
process of building a modern industrial system, we should actively build a dual balance pattern of
diversification and specialization and realize the coordination of Jacobs externalities and Marshallian
externalities by the competitive coexistence and harmonious coexistence of informal finance and
formal finance. Thirdly, we should actively promote the integration of industry and urban development,
follow the principle of differentiation and gradual progress, and use rule of law construction to shape
the industrial layout.

Keywords: Administrative rule of law construction; Formal finance; Constructive informal finance;

Specialized agglomeration; Diversified agglomeration
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