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Effect of Inflation on Urban— rural Income Gap
during the Transitional Period in China

Abstract: Based on China s 31 province— level panel data from 1978 to 2009,
this paper first finds that there is not threshold effect of inflation, anticipated infla-
tion and unanticipated inflation on the urban — rural income gap by using panel
threshold model, then estimates panel data linear model by using Feasible General
ized Least Squares. The results indicate that: China s inflation and unanticipated
inflation both robustly enlarge the urban— rural income gap, but the degree chan-
ges according to time span of data However, the degree and size of influence coef
ficient of anticipated inflation on the urban— rural income gap change as time span

of data
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2008» 2009% ,
2 tEFHE
, Hansen (1999)
(
)? , ;
Hansen (1999) ,
Hansen (1999) ,
Gapi= wi+ Bilnf il (Infi <Y) + Balnfil (Infi> Y) + e (1)
, HP

?

Gapi = wi+ (BuAinfu+ Balinfi)I(Inf+ <Y) + (Budinfi+ Balinfu)l(Infi> ¥)+ ei

(2)
Hansen ( 1999) ., Bi= (B Bu), Ba= (Bi Bn)
xi= (Ainfi Uinfi) | (2) (1 :
Gapi= wi+ Bixal (Infi <Y) + Baxal (Infi> ¥) + e (3)
, i (1<i<n), i (1<u<T), n=31 T=3l;
€ir N €it o’ ;0 Y N [nfir
, Inf Infi <Y Infu> Y (two regimes) ,
B B I (*) , 1,
0 Hansen (1999)
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Breitung ) IPS ADF PP 1
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dpi Ainfi Ainfi-1 , )
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1 31 (1979~ 2009 )
LLC Breitung IPS ADF PP
Gaps |- 3 74 (0 0001) |- 4 97 (0 000) |- 7 15 (0 000) |168 47 (0. 000) |113. 34 (0 000)
Info | =7.74 (0 000) |- 7.76 (0 000) |- 6 61 (0 000) | 143 8 (0 000) [133 21 (0 000)
Ggdpy |- 9.84 (0 000) |- 9 45 (0 000) |- 12 7 (0 000) |277 24 (0. 000) [260. 06 (0 000)
Ginv, |- 10 95 (0. 000) - 14 59 (0. 000)- 15 48 (0 000)|323 02 (0. 000) {311. 99 (0O 000)
Cgdp, |-292° (0.002)| 015 (0 56) |- 1 32 (0 094) |88 48 (0 015) (87 17 ( 0.019)
Infay | =820 (00000 11 02 (0 000)|- 6 56 (0 000) [142 47 (0. 000) |135. 61 (0 000)
Ainf,, |- 181 (0035 [-291 (0002 |-9 91 (0000|206 92 (0.000) | 39.6 (0 988)
Uinfo |- 14 39 (0.000) |- 11 78 (0. 000)|- 13 59 (0 000)|278 67 (0. 000) |320. 29 (0 000)
Ainfai |=372(00001) | 0698 (0 757) |- 8 69 (0 000) |187 43 (0. 000) | 28 72 (0 999)
Uinf oo1 |~ 15 41 (0. 000) |- 15 06 (0. 000)F 13 07 (0 000)|267 99 (0. 000) |279. 24 (0 000)
p; * ( Individual intercept),
(Individual intercept and trend)
2 E AR R TR AR T
Hansen ( 1999) ,
31 1979~ 2009
2 11 , ,
LR (LR Test for threshold effect) 1. 21, P
(Bootstrap p— value) 0. 98,
, GDP (Ggdpa)
( 2 2 1 ); (Ginvi)
( 2 31 ); GDP (Cgdpir)
( 2 4 1 ) (Infi-1) ( 2
5 1
HP
2 1 I ,
, LR 712,
P 0. 90,
GDP
GDP (Uinf u-1) @
2 2~5 11 ) ,
o) (Ainf ) (Ainfi-1) 09727,
(Ainfi-1) Ainfy  Ain-
Sa- 0,9733 0.9698 0 9714, Ainfim
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2 ( Ho: )
I* I I I I I I II
| 1 21 7. 12 5 41 6 83 2 83 8 80 343 5 34
(098" (0. 90) (0. 77) (0 48) (0 57) (0 96) (0 28) (0 38)
5 1 48 7. 84 5. 05 6 13 2 98 8 89 372 4 89
(0 98) (0. 94 (0. 78) (0 57 (0 75) (0 96) (0 23) (0 43)
3 129 7. 98 5. 98 152 323 8 89 3 68 4 95
(0 99) (0. 92 (0. 56) (0 40 (0 75) (0 96) (0 23) (0 43)
4 4 31 9. 43 11 8 6 66 314 17. 3 6 40 475
(0 68) (0. 79) (0. 38) (0 60) (0 52) (0 89) (0 15) (0 60)
s 4 23 9. 48 11 74 8 38 385 17 19 65 479
(0 68) (0. 80) (0. 40) (0 47 (0 48) (0 86) (0 16) (0 59)
: a I (I'nfu) ( (n). 1
Inf,, 2~5 Inf; Ggdp., Ginv, Cgdp, Inf,.1; b II
(Ainfs) (Uinf ) (
Ggdpi. Ginv, Cgdp; Uinf . 1; ¢ LR,
P
3 &M AR SR AR AMUE I
(Pooled OLS) (Fixed

Effects M odel)

(D

?

(Random Effects M odel)

Wiggins (2003) @
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(
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stata com/ support/ faas/ stat/ panel html
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) ( Feasible Gener

alized Least Squares)

3
“ (Ho: )  (Ho: )
=IO I II I I [ II I I Irj|iI ]I I
1 200 | 199 | 236 | 223 |38 3|42 8| 115 | 114 | 341 | 390 (22 1({51 6|16 7|21 1({82 1|80 3
2 213 [ 213 | 238 | 225 |36 2|40 8| 138 | 137 | 355 [ 402 (28 2|44 9|12 5|24 5|91. 5|91 5
3 214 | 214 {221 | 209 |35 9|40 4| 143 | 142 [ 354 | 402 |25 9|41 5|19 4(24 2(91. 5|91 4
4 219 1 219 | 170 | 165 |39 3|44 4| 143 | 142 | 465 | 472 |32 9|44 1|11 9|13 7| 163 | 171
5 231 [ 231 [ 128 | 120 |41 9|45 3| 155 | 153 | 465|475 (32 8|47 0|12 1|13 5| 162 | 172
D a b 2; ¢ (Wooldridge test for
autocorrelation in panel data) F , F (1, 30) F (1, 10) F (1,
7) F (1, 11) F P 1% ( ); d
LR (chi2), chi2 (30) chi2 (10) chi2
(7 chi2 (11) , P, P 10%
, 1%
(2) (FGLS),
31 1979~ 2009 ,
HP R
, 4 Panel | 1
, 31 1979~ 2009 )
0. 0034 GDP
GDP ( 4 Panel 1
2~5 ) , ,
GDP GDP
, GDP GDP
GDP

GDP
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4 31 ( N= 961)
Panel I: Inf i Panel Il: Ainf s Uinf i
1 2 3 4 5 1 2 3 4 5
Const 2384 | 2442 | 2442 | 2777 | 2727 | 2427 | 2466 | 2468 | 2797 277

(0 078)* | (0 071)*|(0 071)* | (0 088) | (0 089)* | (0 067)* | (0 067)* | (0 067)* | (0 093)* | (0 0922)*
Inf i 00034 | 00035 | 00034 | 00028 | 0 0037
(0 0011)°|(0 0011)°|(Q 0011)*|(0 0012)°|(0 0012)"
Ainf i -0 0039|- 0 0031|- 0 0041]|- 0 0006| — 0 0058
(0 0098) |(0 0097) | (0 0097) |(0 0093) | (O 0093)
Uinf i 00036 | 00038 | 00036 | 00029 | 0 0042

(0 0011)*|(0 0011)*|(0 0012)*|(0 0012)°[ (0 0012)*

Ggdp i - 00037 |- 0 0044 |- 0 0047 |- 0 0044 -0 0036 |- 0 0043|- 0 0047 | - 0 0043
(0 0013) “[(0 0013) “|(0 0014)“|(0 0014 " (0 0013) ‘|0 0014)“|(0 0014)°| (0 0014)"
Ginvi 0 0004 | 0 0005 | O 0006 0 00049 | 0 00056 | O 00066
(0 0003) “|(0 0003) “|(0 0003)° (0 0003)°|(0 0003)°[ (0 0003)"
Cgdpi - 0 0081 |- 0 0075 -0 0083| — 0 0074
(0 0019) ‘[0 0019 * (0 0019)°‘[ (0 0019)"
Infi-1 0 0044
(0 0012)*
Uinf i 1 0 00499
(0 001)*

chi2(df) | 9 53(1) |17 78(2) |20 39(3) |35 55(4) |48 82(5) |10 06(2) |17 66(3) |20 67(4) |37 22(5) | 52 52(6)
P> chi2 | 0002 | 00001 | 00001 | 0000 | 0000 | 00065 | 0 0005 | 0 0004 | O 000 0 000

(Standard Error); a b ¢ 1% 5% 10% ;odb
(chi2)
, 4
Panel I 1~ 5 , (Ainfi) ,
, (Uinf +)
: (Uinf i-1)
( ), ,
( )

; GDP GDP
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(1) ; ;
( )3 ; ( 2) ,
( 3) :
5 Panell
1 , ,
0. 0034
Ggdpi Ginwi  Cgdpi  Infi-1 (Panel 1 5 )
GDP (Ggdpi)
5 Panel II 1 N C))
ey .
0 0036,
NE) Ggdpi Gimwi Cgdpic  Ulinf i1 (Panel 11 5
- 0.01) ( - 0. 0415) ( - 0. 0058),
, ( 0. 0042) , ( ),
( ) ; GDP
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5 )

Const Inf Ainf Uinf Ggdp, Ginv Cgdpi | Infu-1 |Uinf ;-1 [chi2(df) | P
Panel 1: Inf,

2 18 0 0034 4. 15

1 004
(0. 1)* |(0 002" (n

5 236 | 00025 0 001 | 0 0006 |- 0 008| 0 0054 23 12 0 00
(0 11)=[(0 002) ¢ (0 002) [(0 001) |(0 002)°|(0 002)* (5)

| 223 | 0004 2.90 009
(0 14)=[{(0 002) ¢ (1)

s 25 | 00049 -0 008| 0 0005 |- 00036 0.005 12 11 003
(0 27) (0 003) ¢ (0 003%) | (0 001) [(0. 006) |(0 003) (5)
299 | 00029 255

1 . 011
(0 124)°[(0 124)° (1)

5 37 | 00034 - 001100005 |- 00173] 0 004 29 3 0 00
(0 20) [(0 002) (0. 003)*|(0 001) |(0 005)°|(0 002)* (5)

Panel I: Ainf, Uinf

X 2 31 - 0034 |0 0044 12 42 0 00
(0 078)* (0 013)*[(0 002)" (2
5 2 47 — 0 0415 0 0048 | 0 002 | O 0005 |- O 0052 0. 0075 | 42 57 0 00
(0 11)® (0. 11)* [(0 002)*[ (0 002) |(O 0005)|(0. 003)" (0 002)¢| (6)
2 251 0 0008 | 0 004 2 65
1 027
(0 11)® (0 018) [(0. 003)° (2)
s 2 67 - 001 |0 005 [-0008|0 0005 |- 0 006 0.0059 | 13 25 0 04
(0 27)° (0 018) |(0. 003)°[(0 003)"|(0 0006)|(0. 006) (0 003)" (6)
2 84 0 0311 | 0 0026
1 8110 09
(0 126) (0. 019)[(0. 002)° (2
5 391 — 0 0038 0 0039 [- O 011|Q 0005 |- QO 021 0. 0044 | 36 76 0 00
(021" (0 018) [(0. 002)°[(0. 003)*|(0 0007)|( 0 005)* (0 002)"| (6)
a b ¢ d e 1% 5% 10% 15% 20% ; df
(chi2)
(2) 1979~ 1983 @
(FGLS)
, 1~ 3
. 1979 . 1~
5 2 1~ 5, 2
o 2~ 4 5 s s

® 1979~ 1983 s
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2 1 2
1992 , 1979~ 1992
. 1979~ 1992 , 0, (P> | 2
1) 1979~ 1992 : 1979~ 1992
, 1979~ 1996 , 1979~
1996 , 1979~ 2001
0 004 ,
2 2 2
1979~ 1986 ; 1979~ 1987 1979~ 2001
, 1979~ 1995 1979~ 1998 . 1979~ 2002
. 1979~ 1986 1988 1979~ 1999
2009
2 3 2
GDP (Ggdpi) GDP
(Cgdpi) (Ginvi)
1979~ 1983 1979~ 1991
. 1979~ 1992
0.024

P
0.020 —\,\

2005 (€]

Infl Inf2 Inf3 —>—Inf4 | m’SJ
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_0.150 T T T T T
1985 1990 1995 2000 2005 (4F)
Ainfl Ainf2 Ainf3 Ainf4 —=— Ainf5
B2 2EFHINESBKEREES BANEERY
0025
0.015—
0.005
0.000
—0.005 T T T T T T T -
1985 1990 1995 2000 2005 (4E)
Uinfl Uinf2 —a—Uinf3 ——Uinf4 —— UinfS |
B3 ZEGFHINESEHKEZEES BNEERY
31 1979~ 2009 ,
; , HP
(FGLS)
(1

(2) GDP (Ggdp i) GDP (Cgdpi)
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