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Abstract 
From the perspective of producer services agglomeration, this paper discusses the 
impact mechanism of producer services agglomeration on the transformation and 
upgrading of processing trade from the theoretical level, and makes an empirical test by 
using the panel data of 21 prefecture level cities in Guangdong Province from 2006 to 
2020. The results show that there is a positive spillover effect in the agglomeration of 
producer services, the agglomeration degree of producer services increases by 1 
percentage point, and the advanced level of industrial structure increases by 0.428 point . 
In addition, this paper tests the robustness of the model by replacing the core 
explanatory variable and the explained variable. Regression results show that the 
agglomeration of producer services can promote the transformation and upgrading of 
Guangdong's processing trade, which is generally consistent with the previous 
estimates.Finally, based on the research conclusions, this paper puts forward relevant 
policy suggestions to promote the transformation and upgrading of Guangdong's 
industrial structure. 
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1. Introduction 

Since the reform and opening up, with the rapid development of processing trade industry, 
Guangdong Province has developed into a leader of China's economic growth and a model of 
trade development. With the trend of anti-globalization and the rise of trade protectionism, the 
processing trade enterprises with "two ends outside" in Guangdong Province are facing the 
threat of "low-end locking", the demographic dividend subsides, the internal circulation 
efficiency is low, and excessive dependence on foreign capital. In the future, China's industry 
may also face the embarrassing situation that the high-tech field is restrained by developed 
countries and the low-end traditional field is diverted and squeezed by developing countries. 
Therefore, Guangdong processing trade enterprises need to constantly adjust the industrial 
structure, optimize the production and operation mode, climb to the high end of the value chain 
and realize industrial transformation and upgrading.  
The productive service industry with high human capital, high technology and high added value 
has become the most dynamic industry in modern economic development. Its "three high" 
characteristics just make up for the shortcomings existing in the development of processing 
trade. In May 2020, the new development pattern of domestic and international double cycle 
was put forward for the first time, which means that China will further open up all links of 
domestic production, distribution, circulation and consumption. The further development and 
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improvement of these links are inseparable from the dynamic role of service industry. If the 
service industry moves closer to a certain region, industrial clusters will be formed. The cluster 
provides rich and high-quality labor resources, convenient industrial related networks and 
developed and interconnected information technology support for enterprises in or around the 
region, which not only reduces the cost of production and transactions such as enterprise 
transportation and information collection, but also provides a good platform for enterprises to 
learn new knowledge and master new technologies. Therefore, the producer services cluster 
has become a springboard for many processing trade enterprises to realize transformation and 
upgrading.  
Previous studies have pointed out that the effects of technology spillover, cooperation and 
competition, Industrial Synergy and economies of scale are powerful weapons for clusters to 
act on industrial transformation and upgrading. However, some scholars also pay attention to 
the uneconomical problems of industrial agglomeration, such as vicious competition, factor 
congestion, rising cost and so on. When studying the impact of spatial agglomeration on 
manufacturing exports, Lang Lihua and Li xueya (2021) mentioned that the "crowding effect" 
of spatial agglomeration has begun to appear, and the "crowding effect" is most obvious in the 
eastern region[1]. Therefore, exploring the impact mechanism of producer services 
agglomeration on the transformation and upgrading of industrial structure is conducive to 
provide reference for our government and relevant industrial departments to formulate 
relevant policies and layout industries, so as to realize the high-quality development of 
processing trade. 

2. Literature Review and Theoretical Hypothesis 

2.1. Literature Review 
Producer services agglomeration mainly indirectly affects the transformation and upgrading of 
industrial structure through the effects brought by its agglomeration, including cost advantage, 
technology spillover, cooperative learning and so on. The existing literature mainly discusses 
from two aspects. 
(1) This paper discusses the impact mechanism of producer services agglomeration on the 
transformation and upgrading of industrial structure from the theoretical level. In the study of 
Lleris (1989), it is pointed out that the agglomeration of producer services promotes the 
agglomeration of labor force, forms a "reservoir" of labor force, and reduces the cost of talent 
search and loss of enterprises[2]. Sassen (1991) believes that agglomeration can make 
management and services more centralized and professional, and improve the efficiency of 
enterprise production and resource allocation[3]. LV Rongjie et al. (2019) constructed a 
theoretical model of producer services agglomeration and technology transfer and found that 
producer services agglomeration can promote regional technology transfer. In addition, other 
scholars put forward different views[4]. Li Junhua (2009) pointed out that industrial 
agglomeration is accompanied by centrifugal factors, which lead to rising land prices, traffic 
congestion and rising wage costs[5]. Zhou Xiaoliang et al. (2017) explored the impact of 
industrial collaborative agglomeration on industrial structure upgrading and concluded that 
the impact of industrial agglomeration on industrial upgrading showed an inverted "U" 
relationship[6].Zeng Yiwu et al. (2015) explored the relationship among industrial 
agglomeration, factor crowding and efficiency improvement. The research results show that 
factor crowding is the inevitable result of industrial agglomeration to a certain extent, and then 
the positive externality of clusters weakens and production efficiency decreases[7]. 
(2) Based on empirical data, this paper empirically tests the relationship between producer 
services agglomeration and industrial structure transformation and upgrading. Ji Yahui and 
Yang Qianni (2017) constructed a spatial econometric model to test the relationship between 
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R&D innovation and producer service industry agglomeration, and found that complementary 
technological innovation is easy to form in industrial clusters[8].Zhang Zhibin (2019) used the 
urban agglomeration panel data model to study the impact of producer services agglomeration 
on industrial competitiveness. The research shows that the positive externality of 
agglomeration widens the profit space of enterprises and is conducive to enhancing the 
competitiveness of enterprises[9].Wen Ting (2020) constructed a spatial econometric model to 
explore the spatial spillover effect of producer service industry agglomeration, and pointed out 
that producer service industry agglomeration has positive externality on the industrial 
structure of local and surrounding cities, and the action intensity has industry 
heterogeneity[10]. Qian Jingjing (2014) constructed an integrated model of labor flow, urban 
scale and crowding effect, pointing out that the continuous influx of labor into cities will lead to 
factor crowding, and the resulting centrifugal force will react on labor outflow and restrict 
urban scale expansion[11]. Wang Yingzi (2019) used the panel threshold model to explore the 
net effect of industrial agglomeration and inter city factor distortion[12]. The results show that 
at the beginning of industrial agglomeration, the economic effect of agglomeration can optimize 
the allocation of resources among cities. When entering the mature stage, the economic effect 
reaches the maximum and the crowding effect begins to appear. In the recession period, the 
crowding effect of agglomeration is greater than the economic effect. 
To sum up, domestic and foreign scholars have discussed the relationship between producer 
services agglomeration and industrial structure transformation and upgrading from different 
angles. Most of the research results show that industrial agglomeration can promote the 
transformation and upgrading of industrial structure, but excessive agglomeration is easy to 
bring "crowding effect" and lead to negative externality. Most of the existing studies are based 
on the national level and urban agglomeration panel data, but there are few studies focusing on 
the regional level. In view of this, this paper uses the statistical data of Guangdong Province 
from 2006 to 2020 to discuss the impact mechanism of producer services agglomeration on the 
transformation and upgrading of Guangdong's industrial structure from both theoretical and 
empirical aspects, so as to make full use of and plan industrial clusters and promote the 
transformation and upgrading of Guangdong's industrial structure under the new development 
pattern. 

2.2. Theoretical Hypothesis 
2.2.1. Positive Spillover Effect 
First, producer services agglomeration improves the profitability of enterprises and is 
conducive to the transformation and upgrading of processing trade. The large collection of 
service-oriented enterprises in geographical space strengthens the competitive effect in the 
cluster, which in turn reacts on enterprises to optimize service quality and types, reduce service 
prices, and win limited market share. In the "price war", processing trade enterprises can enjoy 
professional services such as outsourcing and consulting at a low price, save costs such as 
external coordination and management training, and improve the profitability of enterprises. 
The increase of working capital can be used for enterprise scale expansion and product 
production and R&D, which is conducive to the transformation and upgrading of processing 
trade. 
Second, producer service industry agglomeration improves the production efficiency of 
enterprises and promotes the transformation and upgrading of processing trade. On the one 
hand, agglomeration provides a strong service network for the industrial park, and enterprises 
can enjoy outsourcing, technical guidance and other services to achieve efficient docking 
between production links. On the other hand, industrial convergence is accompanied by the 
rapid transfer of human resources and information technology. Enterprises can achieve 
intelligent production by attracting talents and learning technology, improve the efficiency of 
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enterprise resource allocation and reduce the risk of capital mismatch. More specialized 
production can enhance the competitiveness of enterprise products, stimulate the enthusiasm 
of enterprises to develop business, and promote the transformation and upgrading of 
processing trade. 
Finally, the agglomeration of producer services promotes enterprise R&D innovation and the 
transformation and upgrading of processing trade. In business dealings with service-oriented 
enterprises, processing trade enterprises will unconsciously learn each other's advanced 
technology and management experience. When these knowledge is transferred to the 
production and operation of enterprises, it is easy to form complementary technological 
innovation. In addition to technology spillover, agglomeration also enriches the talent team of 
enterprises. The free flow of manpower among enterprises brings not only simple labor force, 
but also its own technical information. Therefore, the agglomeration of producer services 
enhances the strength of R&D and innovation of enterprises, and realizes the transformation 
from pure processing and OEM production to R&D of core technologies and development of 
independent brands. 
2.2.2. Negative Inhibitory Effect 
Due to the lag of market regulation, industrial agglomeration to a certain extent may lead to the 
problem of uneconomical agglomeration, in which the crowding effect and centrifugal effect 
hinder the transformation and upgrading of processing trade. 
First, the crowding effect raises the factor cost, which is not conducive to the transformation 
and upgrading of processing trade. Within a certain space, industrial agglomeration leads to 
relative shortage of land, equipment resources and high prices. Expensive use costs not only 
occupy a lot of funds, but also restrict the expansion of enterprise scale. Enterprises and 
population rush into the cluster, which also brings the problems of diseconomies of scale, such 
as traffic congestion, environmental pollution, rising crime and so on. The decrease of per 
capital land occupation, the decline of income level and the decline of happiness index have 
exacerbated the brain drain and the rise of labor cost. The increase of factor cost compresses 
the profit space of enterprises, which is not conducive to the transformation and upgrading of 
processing trade. 
Second, the crowding effect intensifies the vicious competition among enterprises, which is not 
conducive to the transformation and upgrading of processing trade. In the process of cluster 
evolution, it is inevitable that there will be "repeated construction" of enterprise types, with 
similar products and services. In this regard, enterprises often take the methods of reducing 
costs and reducing prices to improve their competitiveness. Among them, some enterprises cut 
corners, shoddy, tamper with the date, resulting in the frequent flow of problem products into 
the market. In order to compete for limited public resources, they steal technology, spread 
rumors, blindly follow suit, plagiarize and so on. All kinds of bad competition behaviors worsen 
the environmental atmosphere in the cluster and hinder the transformation and upgrading of 
processing trade. 
Third, the crowding effect frustrates the R&D efforts of enterprises and is not conducive to the 
transformation and upgrading of processing trade. When the cluster develops to a mature stage, 
the information in the region becomes more and more transparent, and enterprises need to 
constantly compete with the "fake version" filled in the market when launching new products. 
Especially when intellectual property rights are weak or poorly protected, enterprises' efforts 
in R&D have not been rewarded accordingly. At this time, they will also join the ranks of 
"observers", pay more attention to short-term interests and reduce R&D investment. In the long 
run, it is easy to form a path dependence of rubbing famous brands, traffic and investment 
opportunities, without independent brands and core technologies, It is not conducive for 
enterprises to climb to the high end of the value chain. 
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3. Model Setting and Variable Selection 

3.1. Model Setting 
In order to test the impact of producer services agglomeration in Guangdong Province on the 
transformation and upgrading of processing trade, this paper constructs the following model: 
 

      ln𝑇𝑆 = C + β ln𝑃𝐴 + β ln𝐺𝑂𝑉 + β ln𝐹𝐷𝐼 + β ln𝐿𝐶 + β ln𝑅𝐷 + 𝑢                   (1) 
 
Where 𝑇𝑆 represents the transformation and upgrading index of processing trade. 𝑃𝐴 
represents the agglomeration index of producer services. 𝐺𝑂𝑉 , 𝐹𝐷𝐼 , 𝐿𝐶 , 𝑅𝐷 respectively 
represent government expenditure, foreign direct investment, labor cost and R&D investment 
intensity. To reduce the influence of heterosexuality, all variables are logarithmized. 

3.2. Variable Selection  
3.2.1. Interpreted Variable 
The upgrading of industrial structure reflects the process of China's gradual transfer from 
traditional processing and manufacturing industry to service-oriented industry, and is an 
important indicator to measure the transformation and upgrading of industrial structure. This 
paper uses the ratio of the output value of the tertiary industry to the output value of the 
secondary industry to measure the advanced level of the industrial structure[13]. The 
calculation formula as follows: 
 

           𝑇𝑆 = 𝑌 /𝑌                                                                        (2) 
 
Where 𝑌  and 𝑌  respectively represent the output value of the tertiary industry and the output 
value of the secondary industry. The higher the value, the higher the industrial structure. 
3.2.2. Explanatory Variable 
At present, there are many indicators to measure industrial agglomeration. In this paper, 
location entropy is selected to measure the level of industrial agglomeration of producer 
services. The calculation formula is as follows: 
 

                    𝑃𝐴 = (𝑞 /𝑠 )/(𝑞/𝑠)                                                                (3) 
 
Where 𝑞  and q represent the number of urban unit employment in prefecture level cities of 
Guangdong Province and producer services of Guangdong Province respectively. 𝑠  and s 
represent the total number of employed urban units in each prefecture level city and 
Guangdong Province respectively. 
3.2.3. Control Variable  
(1) Government expenditure( 𝐺𝑂𝑉 ). Government behavior has an important impact on 
economic and industrial development. The government's financial support to the industry and 
the construction of supporting infrastructure will affect the scale and speed of industrial 
development and promote industrial transformation and upgrading. This paper uses the ratio 
of government expenditure to GDP to measure government expenditure. 
(2) Foreign Direct Investment(𝐹𝐷𝐼 ). Foreign direct investment has a great impact on the 
development of processing trade industry in Guangdong Province, which is mainly reflected in 
the large amount of capital brought by foreign investment in factories, as well as advanced 
technology, equipment and management experience. This paper uses the proportion of actually 
utilized foreign direct investment in GDP to express. 
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(3) Labor cost(𝐿𝐶). Abundant and cheap labor resources are an important driving force for the 
rapid development of processing trade in Guangdong Province. However, in recent years, the 
labor cost has been rising, which has affected the product structure and production added value 
of enterprises. This paper selects the average annual wage of urban unit employees to measure 
the labor cost. 
(4) R&D investment(𝑅𝐷). The increase of R&D investment can promote industrial innovation, 
enhance core scientific and technological strength, improve labor productivity, and promote 
the industry to the high-end of the value chain. This paper uses the proportion of R&D 
investment of industrial enterprises above designated size in GDP to measure. 
3.2.4. Data Sources 
Considering the availability of data, this paper selects the statistical data of 21 prefecture level 
cities in Guangdong Province from 2006 to 2020 for research. The data is from the Statistical 
Yearbook of Guangdong Province. 

4. Empirical Results Analysis 

4.1. Regression Model Analysis  
To investigate the impact of producer services agglomeration on the transformation and 
upgrading of Guangdong's processing trade, this paper takes producer services agglomeration 
as the core explanatory variable, government expenditure, foreign direct investment, R&D 
investment, and labor cost as control variables, and constructs a multiple linear regression 
model for analysis. The regression results are shown in Table 1. 
 

Table 1. Step regression estimation results 
 (1) (2) (3) (4) (5) 

lnPA 0.412*** 0.491*** 0.490*** 0.479*** 0.428*** 
 (0.0458) (0.0383) (0.0384) (0.0389) (0.0368) 

lnGOV  0.402*** 0.403*** 0.414*** 0.222*** 
  (0.0331) (0.0336) (0.0342) (0.0415) 

lnFDI   0.00230 -0.00653 0.0112 
   (0.0127) (0.0138) (0.0130) 

lnRD    0.0283 -0.0605*** 
    (0.0175) (0.0204) 

lnLC     0.252*** 
     (0.0350) 

_cons 0.0792*** 0.950*** 0.962*** 1.084*** -2.363*** 
 (0.0257) (0.0748) (0.0973) (0.123) (0.493) 
N 315 315 315 315 315 
R2 0.205 0.460 0.460 0.465 0.542 

*p<0.1, **p<0.05, ***p<0.01; The standard error of coefficient is in parentheses. 
 
(1) The impact of producer services agglomeration on the transformation and upgrading of 
Guangdong's processing trade. It can be seen from Table 1 that in the stepwise regression 
analysis, the estimated coefficient values of producer services agglomeration are all positive 
and pass the 1% significance test, indicating that there is a significant positive correlation 
between producer services agglomeration and the transformation and upgrading of 
Guangdong's processing trade. Taking model (5) as an example, for every 1 percentage point 
increase in the concentration of producer services, the advanced level of industrial structure 
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increased by 0.428 point. After analyzing the function principle, this paper believes that it can 
be carried out from the following four aspects. First, as the core area and main engine of 
Guangdong's economic development, the Pearl River Delta has attracted a large number of 
productive services to take root here like mushrooms. Their high scientific and technological 
content, rapid growth, flexible operation, environmental protection and other characteristics 
conform to the development trend of the times and the development requirements of national 
policies. They also encourage and lead processing trade enterprises to gradually get rid of the 
production and operation mode of high energy consumption and high pollution. Second, the 
industrial network formed by industrial agglomeration provides processing trade enterprises 
with a wide range of convenient services with high quality and low price, such as information 
collection, technical guidance, outsourcing and other professional services, providing support 
for enterprises to timely update and improve products, improve production efficiency and 
transfer their weak capacity. Third, the information in the cluster area is increasingly 
transparent, and technology spillovers are rapid. Processing trade enterprises can learn from 
each other's advanced technology and enterprise management concepts in their business 
dealings with service-oriented enterprises. Through cooperative learning, enterprises can 
further realize complementary technological innovation while making up for their own 
weaknesses. Fourthly, the cluster of producer services has created more employment 
opportunities for the region. With the regional policy support, such as the talent introduction 
subsidies in Shenzhen and Guangzhou, more and more talents have been attracted to serve the 
cluster. Processing trade enterprises have rich labor resources, which can expand their talent 
echelons, optimize the production and operation of enterprises and enhance their R&D and 
innovation capabilities. 
(2) The influence of control variables on Guangdong's processing transformation and 
upgrading. Among the four control variables introduced, first, government expenditure has 
passed the 1% significance test, which has a positive impact on the transformation and 
upgrading of processing trade and can promote the transformation and upgrading of 
processing trade. The government expenditure is used for the construction of relevant 
supporting infrastructure, creating a good environment for the transformation and upgrading 
of processing trade. Government expenditure is used for supporting and subsidizing 
enterprises to ease the financial pressure of enterprise transformation and upgrading. 
Government expenditure is used for education expenditure to cultivate talents for 
transformation and upgrading of processing trade. Second, the impact of foreign direct 
investment on the transformation and upgrading of processing trade is not significant. The 
reason may be that foreign investment in China mainly focuses on labor-intensive low value-
added industries, and core technologies are not easy to flow out. The processing trade 
enterprises in Guangdong Province are mostly small and medium-sized family enterprises, and 
they are more willing to inherit the family's production technology, continue to use the family's 
cultural management philosophy, etc. Third, the R&D investment of enterprises is not 
significant to the transformation and upgrading of processing trade, and even hinders it, which 
is contrary to expectations. Fourthly, the estimated coefficient of labor cost is positive, 
indicating that the rising labor cost has promoted the transformation and upgrading of 
processing trade. The reason may be that the rising labor cost has weakened the comparative 
advantage of processing trade enterprises. In order to maintain and improve their competitive 
strength, enterprises need to carry out transformation and upgrading. 

4.2. Robustness Check  
In order to further test the reliability of the research conclusions, this paper conducts 
robustness tests from the following two perspectives. 



Volume 3 Issue 10, 2022 

DOI: 10.6981/FEM.202210_3(10).0010 

86 

Frontiers in Economics and Management 

ISSN: 2692-7608 

4.2.1. Remeasure the Interpreted Variable 
The improvement of labor productivity is the result of division of labor and specialization in 
the process of industrial structure transformation and upgrading. In view of this, this paper 
uses the labor productivity of the primary, secondary and tertiary industries multiplied by their 
respective industrial weights to calculate the level of industrial structure transformation and 
upgrading. The calculation formula is as follows. 
 

             𝐼 = ∑ √𝑌 ∗ 𝑃                                                                      (4) 
 
Where 𝐼 Indicates the industrial transformation and upgrading coefficient,𝑌  represent labor 
productivity of each industry, 𝑃  Indicates the weight of each industry. Regression results are 
shown in Table 2. 
 

Table 2. Regression results of robustness test1 
 (1) (2) (3) (4) (5) 

lnPA 0.178*** 0.200*** 0.197*** 0.121*** 0.0158 
 (0.0430) (0.0431) (0.0430) (0.0357) (0.0198) 
lnGOV  0.114*** 0.123*** 0.203*** -0.188*** 
  (0.0372) (0.0376) (0.0315) (0.0223) 
lnFDI   0.0198 -0.0424*** -0.00623 
   (0.0142) (0.0127) (0.00701) 
lnRD    0.200*** 0.0184* 
    (0.0161) (0.0110) 
lnLC     0.514*** 
     (0.0189) 
_cons 1.155*** 1.402*** 1.499*** 2.359*** -4.671*** 
 (0.0241) (0.0840) (0.109) (0.113) (0.265) 
N 315 315 315 315 315 
R2 0.052 0.080 0.085 0.390 0.821 

*p<0.1, **p<0.05, ***p<0.01; The standard error of coefficient is in parentheses. 
4.2.2. Remeasure Explanatory Variable 
Spatial Gini coefficient is an important indicator to measure industrial spatial distribution or 
agglomeration. In this paper, the spatial Gini coefficient is used to measure the level of industrial 
agglomeration. The calculation formula is as follows. 
 

             𝐺 = (𝑆 − 𝑋 )                                                                       (5) 
 
Where 𝑆 indicates the proportion of the number of employees in an industry in a city in 
Guangdong Province to the number of employees in that industry in Guangdong Province,𝑋    
Indicates proportion of employment in a city in Guangdong Province to the total employment 
in Guangdong Province. Regression results are shown in Table 3. 
It can be seen from Table 2 and Table 3 that whether the measurement indicators of the 
explained variables or the measurement indicators of the core explanatory variables have been 
replaced, the estimated values of their coefficients are positive, and they pass the 1% 
significance test, which shows that the agglomeration of producer services can promote the 
transformation and upgrading of Guangdong's processing trade, which is generally consistent 
with the previous estimates, so the research conclusion is robust. 
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Table 3. Regression results of robustness test2 

 (1) (2) (3) (4) (5) 
lnG 0.0251*** 0.0345*** 0.0352*** 0.0311*** 0.0256*** 
 (0.00772) (0.00694) (0.00714) (0.00753) (0.00693) 
lnGOV  0.358*** 0.356*** 0.370*** 0.135*** 
  (0.0392) (0.0397) (0.0404) (0.0477) 
lnFDI   -0.00712 -0.0165 0.00740 
   (0.0155) (0.0165) (0.0154) 
lnRD    0.0360* -0.0754*** 
    (0.0216) (0.0244) 
lnLC     0.316*** 
     (0.0405) 
_cons 0.129* 0.960*** 0.933*** 1.063*** -3.267*** 
 (0.0720) (0.111) (0.126) (0.148) (0.571) 
N 315 315 315 315 315 
R2 0.033 0.237 0.238 0.245 0.369 

*p<0.1, **p<0.05, ***p<0.01; The standard error of coefficient is in parentheses. 

5. Conclusion 

This paper uses panel data of 21 prefecture level cities in Guangdong Province from 2006 to 
2020 to analyze the impact of producer services agglomeration on the transformation and 
upgrading of Guangdong's processing trade. The empirical results show that the agglomeration 
of producer services in Guangdong Province has a "positive spillover effect", which promotes 
the transformation and upgrading of processing trade. Based on the research conclusion, the 
following suggestions are proposed. 
First, strengthen the construction of industrial clusters and optimize the environment of cluster 
parks. At present, it is not difficult to find that producer services tend to be distributed in the 
Pearl River Delta region, due to the opportunities and convenience brought by the rapid 
economic development in these regions. Therefore, a park has gradually become a prerequisite 
for industrial deployment, whether in terms of geographical environment or government 
policies and systems. Therefore, the government should pay attention to the creation of 
advantageous environment to promote the occurrence of industrial agglomeration. On the one 
hand, the government can introduce relevant preferential policies such as tax relief and rent 
subsidies to attract productive service industries to gather in the industrial parks. On the other 
hand, the government needs to constantly improve the construction of relevant supporting 
infrastructure, provide strong support for the service industries entering the park, and promote 
the rapid production of positive agglomeration effects. 
Second, strengthen investment in R&D and improve the property rights protection system. 
Productive service industry belongs to technology intensive service industry, and the 
technology spillover effect brought by its agglomeration can promote the transformation and 
upgrading of processing trade enterprises. Therefore, the government should increase the 
expenditure of research funds on research institutions such as science parks and universities, 
strengthen technical guidance for enterprises, and build a bridge for university talents to 
participate in enterprise practice, so as to cultivate more technical talents to participate in the 
service industry. At the same time, the cluster of producer services has promoted the rapid 
spread of knowledge and technical information, and to some extent, has promoted the pace of 
enterprise R&D innovation, but also fostered a vicious atmosphere of competition, such as 
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opportunism, imitation and plagiarism. Therefore, the government and relevant industrial 
departments need to improve the intellectual property protection system, improve the 
awareness of intellectual achievements protection of enterprises and encourage fair 
competition among enterprises. 
Third, reasonably control factor prices to ease agglomeration congestion. The positive 
externalities of producer services cluster promote the transformation and upgrading of 
processing trade. However, it cannot be ignored that, in a fixed space and limited resources, 
industrial clusters to a certain extent will inevitably have crowding effects. This effect will 
suppress the positive spillover effect of agglomeration and hinder the transformation and 
upgrading of processing trade. Therefore, when the crowding effect starts to appear, the 
government should actively intervene and reasonably intervene, strictly control factor prices, 
and scientifically guide and transfer the excess capacity in the crowding area to alleviate the 
crowding fatigue in the crowding area. At the same time, the government and relevant 
industrial departments should strictly control the turning point of industrial agglomeration, 
never ignore the problem of dis-economies of agglomeration for short-term benefits, and 
strengthen the economies of scale and weaken the crowding effect. 
Fourth, do a good job in industrial structure layout to maximize positive benefits. The 
government should establish a scientific and reasonable access threshold, control the number 
of enterprises and the degree of agglomeration within a reasonable range, and improve the 
quality and efficiency of agglomeration. The industry heterogeneity of industrial agglomeration 
can be regarded as one of the standards for the government to layout industries. The 
government can consider the scale and quantity of each industry cluster according to the impact 
of the segmentation of producer service industry clusters on the transformation and upgrading 
of processing trade, and optimize the allocation of industrial resources within the cluster, avoid 
excessive industrial agglomeration and the phenomenon of "large but incomplete" industrial 
sectors, so as to maximize the positive spillover effect of producer service industry clusters. 
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