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Abstract: Under the background of the third revolution of production mode in the automobile
industry, as represented by modularization, there arise a series of urgent theoretical and
practical problems: how the new production mode affects the evolution of the spatial
organization of the automobile industry, how to explain its mechanism based on economic
geography, and how to analyze its effects on specific industrial clusters. Taking FAW-
Volkswagen as an example, based on the local full-coverage first-level supply chain mapping
industry cluster organization of vehicle manufacturing, this paper explores the effects of
modular production on the spatial organization of automobile industry clusters at the local-
regional scale. Results indicate that: (1) The degree of local agglomeration decreases with the
decline of local economy. To a certain extent, the scale economy created by modular production
overcomes transportation cost, leading to both the weakened production dependence of large-
scale vehicle groups on the host area after industrial transfer and the reduced spatial
agglomeration of parts suppliers. (2) Beyond locality: the production network between regions
is reconstructed. Under modular production, regional production networks will be reorganized,
which reflects the importance of scale production and scale reorganization for spatial economic
dynamics. When the Yangtze River Delta region, with its regional advantages in the
manufacturing industry and its complete auto parts industry chain, takes part in the division and
cooperation of the production network of FAW-Volkswagen automobile factories in four cities
across the country in the form of industry clusters, "beyond locality" competitive advantages
are created. (3) Scale economic effect, knowledge technology sharing, and enterprise
organization strengthening jointly drive the spatial reconstruction of China's automobile
industry clusters under modular production. This study provides insight to understand the
interactive mechanism between the adjustment of production mode and the evolution of the
spatial organization structure of manufacturing industry clusters, offering beneficial
complements to studies on industrial geography from the perspectives of economy, system,
society, and innovation.

Keywords: industrial cluster; cluster network; modular production; supply chain; automobile
industry; China



