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The Impact of Fiscal Decentralization on Regional
Urban-Rural Income Differential in China

LI-KAI HUANG

Abstract

This purpose of this study is to investigate the changes in mainland China’s
regional urban-rural income differential and its determinants during the period of
1995 to 2008. This study uses provincial-level data to analyze whether or not fiscal
decentralization provides a positive effect for urban-rural income differential. In order
to examine the role of fiscal decentralization in China's regional urban-rural income
differential, this study establishes empirical models with the square term of fiscal
decentralization as an independent variable. After we estimate the two-way
fixed-effects model of the urban-rural income differential equation, the empirical
result shows the financial autonomy of local governments in China and regional
urban-rural income differential relationship is nonlinear, but the show is U-shaped
curve.

Keywords: fiscal decentralization, two-way fixed effects model, urban-rural
Income inequality
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%351 prcp A iR (%) 25 47 BRE R Tt

PR ATt PAFTp A& R4
G 1997 2000 2003 2006 1997 2000 2003 2006
A 2.13 2.25 2.48 2.41 7712 77.88 80.64 86.14
SIp=A 2.04 2.25 2.26 2.29 7322 7143 6554 76.79
Vil 2.17 2.28 2.54 2.71 65.1 59.87 51.93 5257
i 1.96 2.27 2.47 2.54 66.98 57.06 56.99 57.47

s 1.6 2.09 2.23 2.26 8132 79.76 8142 87.78
AN 1.76 1.89 2.18 2.42 70.15 7582 76.18 82.29
i gpas 2 2.18 2.45 2.49 6551 7948 78.79  88.2
ARiE 2.21 2.3 2.68 2.84 7261 7221 67.37 74.27
L g 2.26 2.44 2.67 2.79 7121 75.63 70.63 73.97
R & 2.47 2.67 3.05 3.15 79.68 8429 7758 85.36
o 2.73 3.13 3.72 3.57 58.04 56.89 4591 46.96
e 2.53 2.46 2.8 2.89 6453  61.14 48.69 46.87
L F 2.3 2.48 3.05 3.15 64.67 50.87 4476 63.72
rEE 222 2.92 3.09 3.1 46.24 38.43 31.01 4228
ERIS 1.92 2.38 2.77 2.68 49.39 39.83 37.63 34.13
s 177 2.29 2.66 2.58 61.78 4853 44.05 39.94
¢ R £ 2.54 2.74 3.19 3.29 67.81 5525 435 4552

ph iy 1.93 2.39 2.81 2.76 58.9 49.92 4401 43.87
P 2.36 2.4 3.1 3.01 65.31 5532 47.17 47.16
A 2.22 2.44 2.85 2.87 62.53  58.12 48.07 45.47
] 2.56 2.83 3.03 3.1 59.42 50.9 46.82 449
z 2.83 3.1 3.16 3.11 62.85 46.49 4596 45.09
¥ 3.42 3.73 4.2 4.59 4997 4228 3748 37.14
2= 4.04 4.28 4.5 4.47 48.03 43.65 38.99 4252
b & 3.14 3.55 4.06 4.1 55.58 4231 424  43.98

3
\4
P

+H A 3.03 3.44 3.98 4.18 4498 3256 2922 26.72
T 3.03 3.47 3.76 3.82 29.94 24.3 19.7 19.68
®E 2.54 2.85 3.2 3.32 4185 3423 2839 3176
ATHE 3.22 3.49 3.41 3.24 44.2 4141  34.8 32.35
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48R ESTM I, TS AR LFER o P B & BT A E B R~ L jEiR
BEE L o B ISR~ L PERATAR R ARE FIE AL R A I MRS BB R~ £

BER M G g RIAp A L 0 2 L B E RGBS - § gt A

el

Z2FEMA 2P AP BB S TR kR

- By RiEEp
ARG A R P 1995 & % 2008 £ 29 B g B oerig BRI EF]
F F TR B A A T o T RSP B B R B T Y R B A

¢ R RCR ) g Y

- ~  BeF 4 (Panel Data) e *

AT MAE R B FETR 2 PR A | ehif BEE AL (panel data) 0 i BEGE
PRI EHHE-FTALHFEEFEFTAL AR - L% TR R
PR E XA AT, BHFF? € TR B ARL 7 LB s
G s PN EHRE R Ty MR R S ah G B G AR gre TR

FRARHRATEME - @ % TR R Re 320 5 A AR TR B
FHT L g BTG FAATLG R R TR GRS B EHE
MT etk A B BB ST AR R EHRFHEEF LT U KK

YA 4 £ SR BT 0 O

2 F A FArEeP R (2002) 2B P (2008) 5 % g 2 (2010) S AT
B LFEATRALY o ¥ e T BT RE A o
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~ B #2573 (Fixed Effect Model )

dA ALY Y RS 29 B4 1995 3 2008 £ hif B AL 0 & da o o

EANEHE G £ ML I RO A B MR p A A R 1R B

5

#

—\

FRE AT » AFE2 FHc TR P MAHEED A ERE IR L R F 1
siengoo] 202 (ordinary least square) 53t > & JIEE KL B R E

RIS § bR I B AL e Tl A AP R CAER D

Ny
w5y

iz et &R B R iR B4 ek (individual-specific effect) & 4 g o
A TR B ok % (time-specific effect) 2 4 & o EgRPi 5 HUAE A K 0T

3 B\ %c% H3) (two-way fixed effect model) & 7 4 45 o 5

SRR EN S FAHBREPLE (2002) iz 0 TR FAKRLBE FPLR > AFTE

1 &
v B Rk A A
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FoRe s
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AT OT S ERECAE F AR o AL O BN e
UR = f(DUAL, CEHE, SE, AFWE, FE,FA, FASQ) (4.1)
$(41) 0¥ EEREAL G gl (DUAL) = sir2 T4 %
Bk st It g (CEHE) ~ 8L 31 ) et die £ (SE)~ Bk T35
A d et A £(AFWE ) e 8 A g (FE ) Ao p 2~ 4 H(FA )

Mt L4 fEdp T 250 (FASQ) - % (41) A7 i&-H &7 5!

a2 (2008) e P gy G E SR R TIE 2 ET Afer 2 B H A N RS 10R

LB S BRIEATE DD AR G A AT 0E L 2 ET A fer T £ PR R R

I R A S T T LT IR VA F S SN S

Brenm il fhe GiER N S RRATE Y 0 @0 ST U T S B g

L FE UM 2008 E (¥ RAEE) ¢ M g AT TR 2006 ¢ R

MIcA TR AR A AER BRI BTA RERST A PRI H TR

FOARFENPEEY CARERAAA N EALETEY S RFLTEY oA
P i

P e
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2 = H 1
F 4=

g

WIE R Ao A RIEL M
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URi = Boi + ¥ + ,81DUALL',(t—1) + ﬂzCEHEi,(t—n + ﬁBSEi,(t—l) + ﬁ4AFWEi,(t—1)

+ BsFE;(t—1) + BeFAi(t—1) + B7FASQ; 11y + €it (4.2)

e (42)3%¢ > THRiIA Y WA 29 B4 0=l N>t g R
t=1,.. T > URy# 77 % i3 ®R2 BT » LJE2 10 & > P BB AR 4 1 3% ®e 2 39
FRYC~ LFEARA od S0P E R D TR ABNEF G EE BT AL
AFEE 4~ B3t R B B w2k (region-specific effect) Bo; o 2+ ¢t > 5 7 4
BT ARR TR > AL e HRGBRRED ROk Y 0 Ft 0 % (42)

\‘mF F-V—]\:"F %i_-tljj %:r],,_r“] xS A J°

3%
)
=

WA AL SR A e LEEeip M 2 o AR RS R R K
v i R S AR T BAPeiR s n ER B A L R T A B

FoS L RES RIS R A REEN AL N AR A R R

—f

BB E IS 38 o TR AR Y AR EE AL 1996 £ 3
2008 # Tk > H W 2@ gy @ % 1995 £ 1 2007 & Tl £ 377 Bk Adk o
v iR 2 R SRR H R RS S R R T L EEIE )

P A 4 41

O HRPIE IR AR AR RIBAET S E AT LM
Z_ (lagrange multiplier test) $+i= 5% jc » £ BEAGH 3 B BB 2 5 3- Houl (74 2o
FE BRI TIESHo = oy = - = a Pm & BR 0 £ o7 BTtk HA R AR
ALE A RFTG o gt b AR E F K TAE S G oo #-2 RESET(regression error
specification test) 5 & 7 § A€ & % By Sk TEE TS 0 O b fi

*H TG TS A ] w o s R R S S o AR A o

Wt LM s £ % 3% 2 Hilletal. (2001)
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PET Y L F R $ S FORE BF PR{scd Ui 4 0 4o % 4% Lipton (1977) ¢

Bates (1981) enigik » & B ¥ MR H B w37 o B {0 > SEF ¥ 2 Ry

PApct o R - ’%gi&%ﬁiﬁiﬁj—ﬁﬁ’»%é’ﬁ? gL A R~ £
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Ly B S R RA s
et 4o F B
vp REA 3R By 4o 71.91 93.24 .
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CEHE,_, 0.19 x 1071 0.26
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R~ ¥ 377
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