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Geography and Service: Does Domestic
Demand Disperse China’s Urban System

Ming Lu
(Fudan University , Zhejiang University)

KuaNHU XIANG
(Fudan University)

Abstract Using China’s city-level panel data, we studied how and to what extent the
distances to the nearest major port and the nearest big city can affect a city’s labor productivi-

“@

ty of tertiary industry. We find a “¢2”-shape relationship between a city’s labor productivity
of tertiary industry and the distance to the nearest major port, which means that the farther
away from the major ports, the productivity declines at first, then increases and declines

“

again at last. In contrast, the “¢»” curve also exists between a city’s labor productivity of
secondary industry and its distance to the nearest major port, but there is no second peak on
the curve, indicating that the centripetal force of the secondary industry is relatively stronger
than that of the tertiary industry. and centrifugal force relatively weaker. We also find that

regional big cities have more significant influence on the labor productivity of tertiary industry
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of their surrounding cities than on that of the secondary industry. Based on this study. we
can conclude that agglomeration to the coastal area and inland major cities is very important
for the development of China’s tertiary industry, which, as a source of domestic demand
growth, would not disperse the urban system.
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