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Abstract: In this paper, we explore whether the neighborhood effect exists in China. After
incorporating the neighborhood effect variables designed by spatial-weighted method and spatial
dummy variable method into the regional unemployment rate model and utilizing the related
provincial data during 1995 and 2007, some interesting findings are found. The result suggests that
neighborhood effect on regional unemployment rate is significant in China, which means the
unemployment level of neighbor provinces will affect the target provinces significantly. It implies the
related situation of the neighbor provinces should be seriously considered when the employment-
enhancing policies are made in one province. What's more, communication and cooperation among
the adjacent provinces should be the possible ways to lower the risk that one province is affected by
the unemployment shock from outside.
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A1 vEAELLEEFFR (1995 ~2007)

45 BAfE BME R M REE FH BAE B/ME BB M R
1995 7.4 0.4 7.0 3.24 1.52 2002 6.5 1.4 5.1 3.88 0.82
1996 7.2 0.6 6.6  3.34 1.48 2003 6.5 1.4 51 3.9 0.82
1997 7.4 0.7 6.7  3.45 1.48 2004 6.5 1.3 5.2 3.93 0.82
1998 4.7 0.7 4.0 292 0.80 2005 7.6 2.1 55  .4.02 0.94
1999 4.5 0.6 39 299 0.73 2006 5.1 2.0 3.1 3.85 0.59
2000 4.6 0.8 3.8 3.13 0.70 2007 4.3 1.8 25 372 0.57
2001 5.5 1.2 43  3.53 0.74
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