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Do Urban Services Have Spillover
Effects on Industrial Development?

Li Jingzi', Mao Yanhua®, Cai Minrong®

(1.Business School s Sun Yat-sen University, Guangzhou 510275, China ;
2.Center for Studies of HongKong ., Macao and Pearl River Delta, Sun
Yat-sen University , Guangzhou 510275, China ;3.Department of Business

Administration , Guangdong University of Finance, Guangzhou 510521, China)

Abstract: Through incorporating service sectors into the industrial production func-
tion, this paper constructs a dynamic two-sector model, and studies the spillover effects of
urban services development from the perspectives of different regions and city sizes. And
then it divides the spillover effects into technological spillover and factor allocation effects.,
and further uses the panel data of 285 cities at the prefecture level or above from 2003 to
2013 in China to test these effects. The results indicate that, from the perspective of tech-
nological spillover effects, urban services have the positive technology spillover effects on
industrial development as a whole; mid-western cities have larger effects than eastern cit-
ies, and medium-sized cities have greater effects than large and small cities. From the per-
spective of factor allocation effects, urban services have the negative factor allocation
effects as a whole, but large and small cities have positive effects and medium-sized cities
have negative effects. Finally, this paper subdivides the overall services into producer and
consumer services for robustness test, and shows that the technological spillover effects of
consumer services in eastern cities are greater than the ones in mid-western cities, but the
producer services have the opposite results.

Key words: urban services; technological spillover effect; factor allocation effect; e-
conomic growth
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