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model with imperfect labor mobility and prefecture-level data. We find that China’s urbaniza-
tion lags behind its industrialization and the city size distribution is relatively flat since labor
entry barrier of each city is higher than that of its rural nonagricultural counterpart, and the
labor entry barrier of large cities is higher than that of small and medium-sized cities. Further
lowering migration costs will induce an expansion of cities and a rise in aggregate productivity.
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