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A Study on the Urban Financial Radiation in the Yangtze River Delta

TANG Ji-ping CHEN Hao YAO Xing-yuan
College of Economics Zhejiang University Hangzhou 310027 China

Abstract Financial radiation a concept vital in understanding urban financial competition in an area
is usually difficult in quantitative analysis. Thanks to the latest development in economic geography
we can apply the Wilson Model to deal with it. We first select from the shanghai security exchange the
adjusted FDI and the capital of each city as an index for external financial amount EFA  and the
from Wilson Model which defines the resistance factor. We argue that the EFA is well approximate to
the urban financial radiation power for three reasons. Firstly there are three ways of financing in this
country 1i. e. the FDI the capital market and the credit. The third one has strict regional
restrictions so we apply only the former two. Secondly we accept the assumption that cities in the
Yangtze River Delta obtain capital through shanghai including the capital from shanghai exchange
market multiplying FDI with an adjusted coefficient. Thirdly the two components of EFA are
closely complementary. Only by measuring both can we synthetically describe the urban financial
radiation power.

There are two main factors which determine a city’ s ability to accept the financial radiation. One
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is the location of the city which is a geographic factor and the other is its financial resistance which
is an institutional factor. Attention should be paid to the second factor as it refers to the ability and
willingness of the local governments to accept the capital flow. We again use Wilson Model on this
factor. We get different results and find that local governments vary in their abilities to attract capital.

Finally we measure the abilities of the cities to coalesce with Shanghai in financial areas and the
financial influential power of each central city in the Yangtze River Delta and then calculate the radius
of the power. With the help of special software we are able to draw a picture of the major cities’
financial radiation power. We conclude that major cities in the Yangtze River Delta have an
overlapping financial radiation radius suggesting that they influence each other to some extend. The
northern wing of the Yangtze River Delta shows more interaction than the southern one.

Key words Yangtze River Delta financial radiation economic geography radiation radius
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