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Internet, Urbanization and the Urban-rural Income Gap:
Theoretical Mechanism and Empirical Test

LUO Chao-ping™”, ZHU Pei-wei*, ZHANG Can-can*, HU Meng®
(a. School of Economics and Management; b. Institute of Intelligent Finance and Digital Economy
Southwest University, Chongqing 400715, China)

Abstract: Because of the existence of urban-rural gap, the impact of the digital dividends brought by internet
development and popularization on the income of urban and rural residents has heterogeneity and time-varying
effect, and further has nonlinear influence on urban and rural income gap, but this impact is restricted by
urbanization level and expresses regional and group heterogeneity. The empirical analysis by using the panel
data of China’ s 31 provinces, districts and municipalities during 2003-2018 shows that the internet
development has significantly inverted “U” type nonlinear influence on urban and rural income gap, that the
integrated development of internet and urbanization can produce stronger suppressing effect on urban and rural
income gap, and the promoting effect of internet development on the income growth of rural residents is bigger
than that of urban residents. The impact of internet development on urban and rural income gap is restricted by
urbanization development level, the urbanization level of the most of provinces, districts and municipalities has
not reached the optimal critical value and has certain improvement space. Therefore, we should pay attention to
the overall promotion and regional development difference of internet development, make efforts to multi-
dimensionally reduce digital gap between urban and rural areas, increase agricultural and countryside
development vitality, use institutional innovation to boost the bidirectional flow of urban and rural factors and
factor dividend release, and effectively narrow urban-rural income gap by the integrated development of internet
and new-style urbanization to promote the coordinated development between urban-rural areas.

Key words: internet; urbanization; urban-rural income gap; threshold effect; urban-rural integration
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