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Subsidiary 33845 2.8804 1.1689 0 4.7536
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(0.0598)
Independent -0.0076
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Breaking through Barriers: Virtual Agglomeration and Cross—Region Capital Flows
Xu Huaining', Li Xinyi*, Tian Yanan’ and Cui Yanan®
(1: School of Business, Yangzhou University ;
2. School of Public Policy and Management, Nanchang University ;
3. School of Business Administration, South China University of Technology;
4. Dishui Lake Advanced Finance Institute, Shanghai University of Finance and Economics)

Abstract; Empowering with digital and intelligent technologies to dismantle market barriers and
enhance the efficiency of factor matching is a crucial support for building a unified national market
and fostering a new development paradigm. This paper investigates how virtual agglomeration, as a
novel organizational form reshaping industrial collaboration in the era of digital intelligence,
promotes cross —region capital flows. The study indicates that virtual agglomeration significantly
promotes firms’ cross —region investments, effectively breaking down spatial barriers to cross —
region capital flows and providing important support for the free flow of factors. From the
perspective of the underlying mechanisms, virtual agglomeration increases the scale of firms’ cross
—region investments through two pathways: knowledge spillovers and economies of scale. Further
analysis reveals that when firms face high switching costs, the knowledge and cost advantages
brought by virtual agglomeration can effectively alleviate their concerns about the risks of cross—
region investments. Meanwhile, firms in the growth stage, driven by strong expansion needs, are
more likely to achieve cross — region layouts by leveraging the resource platform of virtual
agglomeration. Additionally, virtual agglomeration and firms’ cross — region investments can
generate synergistic effects, not only contributing to optimizing the efficiency of capital allocation
but also driving an increase in the labor income share of firms.

Keywords: Cross—Region Investment, Virtual Agglomeration, Knowledge Spillovers, Economies
of Scale
JEL Classification: R12, F21, 033
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