	Lnyna
	ln(output of city) [VA in 2nd and 3rd sector]

	Lnk
	ln(capital)

	Lna
	Employment in 2nd and 3rd sector  [10,000’s]

	Ryms
	manufacturing to service ratio [value added]

	pshs90
	percentage of population over age 6 with senior high school education

	rfdlnan
	(cumulative FDI since 1990) / (employment*10000)  [divided by 1000]

	lmp6_976
	ln(MPj,domestic)

	tcint6m6
	1 / (MPj,domestic * Adj,coast.82 )   [multiplied by 1000]

	area90
	area (1990)

	Book90
	books per capita (1990)

	doctor90
	doctors per capital (1990)

	tel90
	telephone per 100 persons (1990)

	lnroad90
	ln(roads per capita)  (1990)

	Drw
	dummy for in western region

	Drc
	dummy for in central region

	agn90
	ratio of municipality GDP in 1st sector to output of city  (1990)

	lnrkl90
	ln(capital/employment)  (1990)

	Nofdi90
	dummy for zero FDI in 1990

	Lnisiv90
	ln(ratio of sales by all enterprises to that of independent accounting units)  (1990)

	Ryms90
	manufacturing to service ratio (1990)

	rfdln90
	(FDI in 1990) / (employment*10000)

	lmp6_906
	ln(MPj,domestic)  (1990)

	tnt6m906
	1 / (MPj,domestic * Adj,coast.82 )  (1990)


Key to Variables in Dataset
Calculation of market potential

The calculation of market potential is described in section 3.2.1 of the paper.  Here we will go into the details of the data involved.  Our market potential measure for each city is the sum of distance discounted market sizes of all cities in China, including own market, plus a international component discounted by the distance to the nearest coast.  We use the GDP of the
whole municipality of a city as its market size, and in 1997 we have such data for prefecture level cities but not county level ones.  The latter can be divided
into two groups.  The first group is administered under some prefecture level cities and since their GDP are already included in the municipality GDP of those prefecture level cities, we do not count them again. We include the markets from cities in the second group which is administered directly under the provinces. The municipality GDP figures for this second group of
county level cities in 1996 are inflated with the year-to-year national urban resident CPI to
approximate their values in 1997 (1.031 from 1996 to 1997).  Distances between cities are calculated with the Haversine Formula based on their latitudes and
longitudes (from World Gazetteer: www.gazetteer.de/c/c_cn.htm) in units of 100 miles.
Own market potential is based on own municipality GDP and a measure of the area of the city which in 1997 we use the prefecture land area in units of 10,000 sq miles.  Distance to the nearest coast for each city is measure from a map with a ruler, in units of proximately 100 miles.  Discounting is done with (1+distance to nearest coast) as some cities lie right
on the coast.  The corresponding market potential numbers in 1990 are calculated similarly, except that we have the municipality GDP for all cities in 1990 and use these directly, and the own area of a city is based on its build up area in 1990.

