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Impact of financial development to the income gap

between urban and rural areas

—based on the Chinese provincial panel data

GAO Fei
(School of Management, Tianjin University, Tianjian 300072, China)

Abstract; Followed by China’s rapid economic development, the income gap between the urban and

rural phenomenon has aroused more and more attention. This paper, from the Angle of financial develop-

ment, using the data from 1990 to 2008, dividing China’s 31 provincial areas into three groups for the

sake of an empirical test of the provincial panel data. The results show that financial development scale

will increase the gap between urban and rural areas, while the financial development efficiency may im-

prove the income gap between urban and rural areas, and these two kinds of action is more significant in

the lower level of financial development areas.

Key words: financial development; income gap between urban and rural areas; panel data; eco-

nomic growth
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