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Introduction * Search for the optimal geographical scale of agglomeration to

. . . . maximize 1ts etfect on innovation
This research compares the etfect ot agglomeration on innovation

Effecton

across 34 groups of interrelated 1ndustr1e§ as defﬁned by I?elgado, N Global optimal
Porter, and Stern (2014) and searches for their optimal spatial scales
that maximize such effect. Local optimal
Focusing on the state of Maryland, 2004-2013, I find that E G .
. . . . o ; eographical scale of
* The effect of agglomeration on innovation varies significantly ! 5 agolomerations
across industties. | ——  (miles in radius)

. L g . 1 25
* The optimal scale of agglomeration 1s one mile in radius for

most industries.

Optimal scale Effect on innovation (%o)
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Match two datasets for the state of Maryland, 2004-2013:
* 1.5m establishment data from Quarterly Census of

Metalworking Technology

9

Food Processing and Manufacturing

_

Automotive

\)

Recreational and Small Electric Goods

Employment and Wages
* 10,355 Patent data (with citation) from United States Patent
and Trademark Office

Education and Knowledge Creation
Upstream Metal Manufacturing
Information Technology and..
Downstream Chemical Products
Distribution and Electronic Commerce

A tirm 1s defined as locating in agglomerations 1f employment density
Production Technology and Heavy..

in related industries is above median in a buffer around this firm. | |
Construction Products and Services
Downstream Metal Products

Wood Products

Plastics

Marketing, Design, and Publishing

Aerospace Vehicles and Defense

Local Personal Services (Non-Medical)
Local Health Services

Local Household Goods and Services
Hospitality and Tourism

Financial Services

Jewelry and Precious Metals

ﬂu

Insurance Services

@

I.ocal Financial Services

Agglomerations in Education and Knowledge Creation Industries Business Services

* Estimate the effect of agglomeration on innovation with

Performing Arts
Local Logistical Services

Local Retailing of Clothing and..
Medical Devices

Communications Equipment and..

Biopharmaceuticals
Local Utilities

Lighting and Electrical Equipmen il
Upstream Chemic lliRESENGES

continuous quantile estimator (Combes et al., 2012)
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True agglomeration effect Selection effect
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Discussion

* Face-to-face human interaction 1s what’s important for innovation

in agelomerations.
* Agglomerations do not encourage innovation 1n all industries.

Nor

Firm innovation
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