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FDI, Industrial Structure Upgrading and Income Gap between

Urban and Rural Areas
Yi Zhang?, Yagian Lan!
(1.School of Finance and Business, Shanghai Normal University, Shanghai 200234,
China)

Abstract: This paper studies the impact of FDI on the income gap between urban and rural
areas in view of industrial structure upgrading, and further analyzes the spatial spillover effect.
Based on China's provincial panel data from 2005 to 2019, an empirical study is carried out. The
regression results of the intermediary effect model confirm that FDI can narrow the income gap
between urban and rural areas by promoting the upgrading of industrial structure; The results of
spatial panel Durbin model show that FDI inflow not only has a positive impact on narrowing the
income gap between urban and rural areas in this area, but also has a significant spatial spillover,
which can effectively narrow the income gap between urban and rural areas in neighboring areas.
Among the control variables, the improvement of human capital and the degree of openess helps
to narrow the income gap in this region, and produces a negative spatial spillover, which to some
extent inhibits the widening of the income gap between urban and rural areas in the surrounding
areas.
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Robust-LMLAG  0.061  0.805
Robust-LMERR 22476  0.000

Wald 67.63  0.000

Hausman 25.00  0.049
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FDI -0.004*** -0.004***
upgrade -0.046*** 0.066***
eximyv -0.244%** -0.278***
labour 0.000 0.000
humcap -0.076*** -0.085***
tech -0.002** 0.000
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W*FDI -0.006***
W*upgrade -0.231%**
W¥*eximv 0.055
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p 0.785*** 0.582***
o2 0.000*** 0.000***

R’ 0.677 0.702
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eximy -0.293%** -0.229* -0.523%**
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humcap -0.134%** -0.540%** -0.674%**
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