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Table 1 Population of small and medium sized

cities in Jilin Province in 2000 and 2010
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Abstract: Economic Base Theory is one of the classical theories of urban economic activity. Up to now, there
have been a lot of empirical research on Economic Base Theory, but the theory has not been fully recognized
and has not been completely denied. Among them, research consensus emphasis that Economic Base Theory
should be used to analyze the city with small size and simple economic activities, but there is no definite con-
clusion about the upper limit of the city scale. Therefore, it is necessary to do more empirical researches. On
the basis of existing research, aiming at the lack of empirical test research on the Economic Base Theory,
based on the improved location quotient method, linear regression model and VAR model, the small and medi-
um-sized cities of Jilin Province, Sanya City, Haikou City, Shenzhen City and Guangzhou City are selected as
the empirical test objects. The test hypothesis include: 1) The proportion of basic economic activities is gradu-
ally reduced with the expansion of city scale. 2) With the expansion of urban scale, the basic economic activi-
ties of the ‘multiplier effects’ are weakened. 3) Basic economic activities are the main driving force for urban
development. The empirical contents are divided into three parts: 1) Based on the improved location quotient
method, the urban economic activities are divided into the basic- nonbasic economic activities. 2) The ‘multi-
plier effects’ of the basic economic activity is estimated by the average multiplier method and the marginal
multiplier method. 3) VAR model and impulse response function are used to analyze the dynamic relationship
between the basic and non basic economic activities. Main research results are as follows: From 1991 to 2013,
the development process of small scale of Haikou City followed the Economic Base Theory, the driving forces
were mainly from the basic economic activities. The economic activities of Guangzhou City were not in con-
formity with the economic base theory. The main conclusions are the following: first, for a city with consider-
able scale and certain development level, the proportion of basic-nonbasic economic activities gradually de-
creases with the expansion of the scale of the city. Second, using the marginal multiplier method to estimate
the ‘multiplier effects’ is effective, the average multiplier method to estimate the ‘multiplier effects’ is obvi-
ously insufficient. Third, the ‘multiplier effects’ caused by the basic economic activities of the larger cities is
weakened, and the urban economic activities are not in line with the Economic Base Model, which is shown as
the interdependent model of basic-nonbasic economic activities. Based on the empirical results, two hypothe-
ses are put forward. First, for a small size city, the basic economic activities could have a ‘multiplier effects’
which is related to the size of the basic economic activities and the growth rate of the basic economic activi-
ties. Second, for a small city and small cities in a region as a whole, the driving force of development could be
evaluated by comparing the value of ‘multiplier effects’ with 1.

Key words: Economic Base Theory; multiplier effects; VAR model; urban size



