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Devwudfw

Elj flwlhv vshfldol}h lq vhuylfhv udwkhu wkdq pdqxidfwxulqj1 Elj0flw| hvwdeolvk0

phqwv lq vhuylfhv duh odujhu wkdq wkh qdwlrqdo dyhudjh zkloh wkrvh lq pdqxidfwxulqj duh

vpdoohu1 Wklv sdshu sursrvhv dq h{sodqdwlrq ri wkhvh dqg rwkhu idfwv1 Wkh wkhru|

lv ghyhorshg lq dq hfrqrplf jhrjudsk| prgho wkdw lv dq dowhuqdwlyh wr wkh vwdqgdug

Gl{lw0Vwljolw} vwuxfwxuh1 Lq rxu wudfwdeoh vwuxfwxuh wkdw kdv srwhqwldoo| zlghu dssol0

fdwlrq/ �upv kdyh prqrsro| srzhu lq orfdo pdunhwv/ exw duh sulfh wdnhuv lq h{sruw

pdunhwv1

Nh|zrugv= jhrjudsklf frqfhqwudwlrq/ hvwdeolvkphqw vl}h/ wudqvsruwdwlrq frvwv/ qhz

hfrqrplf jhrjudsk|

MHO Fodvvl�fdwlrq= O44/ I43/ U43/ U63

�Krophv/ Xqlyhuvlw| ri Plqqhvrwd dqg Ihghudo Uhvhuyh Edqn ri Plqqhdsrolv +krophvChfrq1xpq1hgx,1

Vwhyhqv/ Erdug ri Jryhuqruv ri wkh Ihghudo Uhvhuyh V|vwhp +Mrkq1M1VwhyhqvCiue1jry,1 Krophv dfnqrzohgjhv

vxssruw iurp wkh QVI wkurxjk judqw VHV <<393;:1 Dq| ylhzv h{suhvvhg khuhlq duh wkrvh ri wkh dxwkruv

dqg qrw qhfhvvdulo| wkrvh ri wkh Ihghudo Uhvhuyh Edqn ri Plqqhdsrolv ru wkh Ihghudo Uhvhuyh V|vwhp1



� W?|hL_�U|�L?

A�i ?i� iUL?L4�U }iL}h@T�) �@t �@_ @ t�Mt|@?|�@* �4T@U| L? L�h �?_iht|@?_�?} Lu |�i

tTiU�@*�3@|�L? T@||ih?t Lu }iL}h@T��U @hi@t� 5L u@h �| �@t ?L| uL�?_ 4�U� @TT*�U@|�L? �?

�i*T�?} �t �?_iht|@?_ T*@?|�*i�i* LMtih�@|�L?t� A��t �t @ t�hTh�tic t�?Ui @| �|t ULhic |��t

|�iLh) �t @ML�| T*@?|�*i�i* tU@*i iUL?L4�it� ì U@? i TiU| |�@| |��t |�iLh) �L�*_ �@�i 4�U�
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4Pdmru vhfwruv duh gh�qhg wr lqfoxgh wkh QDLFV pdmru vhfwruv zlwk pruh wkdq '833 eloolrq lq uhfhlswv1

Iru wkh Ilqdqfh dqg Lqvxudqfh vhfwru +QDLFV 85,/ sd|uroo lv xvhg lqvwhdg ri vdohv ehfdxvh SPVD0ohyho vdohv

iru vhfwru 85 lv qrw uhohdvhg1 Lq wkh Zkrohvdoh Wudgh vhfwru dqg wkh Ilqdqfh dqg Hqgxudqfh vhfwru/ wkh

Fhqvxv zlwkkhog gdwd iru d ihz SPVDv1 Exw wkh fryhudjh ri glvforvhg gdwd zdv juhdwhu wkdq ru htxdo wr <8

shufhqw ri doo hvwdeolvkphqwv iru doo wkh uhsruwhg �jxuhv1
5Wkh sdwwhuqv uhjduglqj vhuylfhv dqg uhwdlo duh reylrxv dqg orqj0vwdqglqj1 Wkh sdwwhuq lqyroylqj pdq0

xidfwxulqj lv d pruh uhfhqw skhqrphqrq1 Hduo| lq wkh wzhqwlhwk fhqwxu|/ odujh flwlhv zhuh fhqwhuv ri

pdqxidfwxulqj1 Krzhyhu/ e| wkh hqg ri wkh fhqwxu| pdqxidfwxulqj kdg vkliwhg wr vpdoohu flwlhv1 Ploov dqg

Kdplowrq +4<<7, qrwh d _gudpdwlf vkliw ri pdqxidfwxulqj iurp odujh wr vpdoohu PVDv% wkdw rffxuuhg ryhu

wklv wlph shulrg1
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Tih|�hM@|�L?� ì LMtih�i |�@| �? @?) tiU|Lhc Lh i�i? @?) MhL@_*) _i�?i_ �?_�t|h)c |�ihi

@hi *�!i*) |L Mi tL4i t�Mti|t Lu ThL_�U|t ��|��? |�iti �?_�t|h�it |�@| @hi _��U�*|c �u ?L|

�4TLtt�M*ic |L |h@_ic i�i? �u 4Lt| Lu ThL_�U|t �? |�i �?_�t|h) @hi U@T@M*i Lu Mi�?} |h@_i_�

W? 4Lt| @?) �?_�t|h)c tL4i }LL_t 4�t| Mi U�t|L4�4@_i h@|�ih |�@? t|@?_@h_�3i_c @?_ �|

�t Lu|i? UL?�i?�i?| |L �@�i |�i U�t|L4�4@_i @h|�U*it ThL_�Ui_ ?i@h |�i TL�?| @| ���U� |�i)

��** Mi UL?t�4i_� A��t U@? Mi |h�i uLh U*L|��?}c u�h?�|�hic Th�?|�?}c @?_ tL L?� W? @__�|�L?c

�? 4@?) �?_�t|h�it �| �t �4TLh|@?| |L �@�i |�i �?@* t|@}i Lu ThL_�U|�L? LUU�h ?i@h |�i �?@*

TL�?| Lu �ti @t tL4i ThL_�U|t 4@) Mi _��U�*| |L t��T @u|ih �?@* @tti4M*)� ��h i T*@?@|�L?

uLh ��) 4@?�u@U|�h�?} T*@?|t @hi t4@** �? *@h}i U�|�it �t t�4T*) |�@| t�U� T*@?|t |i?_ |L L?*)

i?}@}i �? U�t|L4 �Lh!c ��ihi@t T*@?|t �? t4@** U�|�it @hi *@h}i MiU@�ti t�U� T*@?|t ThL_�Ui

|�i 4Lhi t|@?_@h_�3i_ ThL_�U|t |�@| @hi i TLh|i_ |L L|�ih U�|�it� �?@*L}L�t*)c tih��Ui

tiU|Lh it|@M*�t�4i?|t @hi t4@** �? t4@** U�|�it MiU@�ti |�i) |i?_ |L L?*) _L |�i U�t|L4 �Lh!

|�@| U@??L| Mi |h@_i_� A�i hi|@�* tiU|Lh �t _�gihi?| uhL4 |�i 4@?�u@U|�h�?} @?_ tih��Ui

tiU|Lht MiU@�ti @** hi|@�* it|@M*�t�4i?|t L?*) ti** |L *LU@* 4@h!i|t� +i|@�* it|@M*�t�4i?|t @hi

*@h}ih �? M�}}ih U�|�it MiU@�ti Lu |�i *@h}ih *LU@* 4@h!i| M@tic M�| |�i t�3i _�gihi?Ui Mi|�ii?

*@h}i U�|) @?_ t4@** U�|) it|@M*�t�4i?|t �t ?L| @t }hi@| @t �| �t uLh tih��Uit� N?*�!i |�i hi|@�*

tiU|Lhc *@h}i U�|) it|@M*�t�4i?|t �? |�i tih��Ui tiU|Lh @hi i TLh|ihtc @?_ |��t @UUi?|�@|it |�i

hi*@|��i t�3i _�gihi?Ui Mi|�ii? it|@M*�t�4i?|t �? *@h}i @?_ t4@** U�|�it�

��h t�4T*i i T*@?@|�L? uLh |�i u@U|t �t UL?t�t|i?| ��|� @? @__�|�L?@* u@U| _LU�4i?|i_

M) �ih?@h_ @?_ ai?ti? E�bbDc �bbb�� A�i) UL4T@hi 4@?�u@U|�h�?} T*@?|t |�@| i TLh|

E|L L|�ih ?@|�L?tc ?L| U�|�it� ��|� T*@?|t |�@| _L ?L| i TLh| @?_ _i|ih4�?i |�@| i TLh|iht

@hi t�Mt|@?|�@**) *@h}ih |�@? ?L?�i TLh|iht� �?i i T*@?@|�L? uLh |��t u@U| �? |�i |h@_i

*�|ih@|�hi �t |�@| |�ihi 4@) Mi @ � i_ ULt| UL4TL?i?| |L i TLh|�?} Etii �i*�|3 E�bbb��� ��h

�



i T*@?@|�L? �t t�4T*) |�@| |�i i?|�hi hi@tL? uLh i �t|i?Ui Lu |�iti t4@** 4@?�u@U|�h�?} T*@?|t

�t |L ThL��_i U�t|L4 @U|���|�it |�@| U@??L| Mi |h@_i_�

��2 ��h 6Lh4@*�3@|�L?
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Table 1 
City Specialization and Establishment Size 

By City Size and Major Industry  
 
 Location Quotient Size Quotient 
Industry Small 

Cities 
Medium 

Cities 
Large 
Cities 

Small 
Cities 

Medium 
Cities 

Large 
Cities 

Service-type Sectors       
 Wholesale Trade .54 .97 1.27 .70 .98 1.12 
 Finance and Insurance .52 .89 1.36 .54 .86 1.38 
 Professional, Scientific, and 
  Technical Services 

.49 .87 1.40 .64 .87 1.23 

       
Manufacturing 1.15 1.06 .86 1.25 1.08 .81 
       
Retail 1.01 1.04 .96 .91 1.03 1.04 
 
Source: Authors calculations with geographic data from the 1997 Economic Census (U.S. 
Department of Commerce (2001)). City size is defined by 1997 PMSA population: small (under 
500,000), medium (500,000 to 2 million), and large (over 2 million). The Location Quotient is 
the share of sales in the city size class divided by the share of population.  The Size Quotient is 
that average establishment sales size at the location divided by average U.S. sales size.  


