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The Impact of Economic Opening on Urban Rural Income Gap: An Empirical Analysis

Based on Provincial Panel Data
Zhang Xiaoxi Liu Tongshan
(Institute of Economics, Chinese Academic of Social Sciences, Beijing, 100836; School of Economics

and Management, Nanjing Agricultural University, Nanjing, Jiangsu, 210037)

Abstract: Since the reform and opening up, China's economy has been growing rapidly, and the income
of residents has been greatly increased, but it has also led to the unbalanced development of urban rural
income gap. Based on the panel analysis of trade and investment from 1995 to 2018, it is found that the
opening-up of trade and investment will help to narrow the income gap between urban and rural areas.
After the introduction of regional differences, trade openness still has a negative effect, but this effect is
not significant; the impact of investment opening on income gap appears differentiation, which narrows
the income gap in the central and western regions, but significantly promotes the expansion of the in-
come gap between urban and rural areas in the eastern region. Considering the technology spillover effect
brought by trade and investment openness, this paper further verifies the impact. In all sample analysis,
technological progress significantly widens the urban-rural income gap. The core of solving the widening
income gap lies in enhancing the accumulation of generalized human capital, that is, through the popu-
larization of education and the improvement of education level of the common people, a benign new eco-
nomic cycle system centered on the people will be formed, and finally the high-quality development of
fair sharing can be realized.
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