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Determinants and Forecast on the Urban-rural

Household Income Gap in China
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Research Objectives: Analyze the long-run determinants of the urban-rural household
income gap, and forecast its development. Research Methods: Theoretical model, based on
empirical investigations for the determinants of urban-rural household income gap is conduc-
ted using the annual data 1981 ~2016. Combining the macroeconometric model, the move-
ment of the income gap is predicted for the period of 2017~ 2030. Research Findings: The
determinants of the income gap are the ratio of the labor productivity of agricultural to the
non-agricultural industry, ratio of rural labor in the agricultural industry to the total rural la-
bor, and the wage gap between urban and rural employees. Under the circumstance that Chi-
na’ s economy is entering the “New Normal”, and China is in the process of urbanization,
we predict the urban-rural household income gap will continue declining, but still stay in a
high level. Research Innovations: The determinants of the urban-rural household income gap
are identified, and its movement is predicted. Research Value: Implications for the income
distribution policies.

Key Words: Urban and Rural; Income Gap; Determinants; Macro-economy; Forecas-
ting Model
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