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Urbanization Urban-rural Income Gap and Consumption Demand :

Based on an Empirical Analysis of Province Panel Data

LIU Houian
(School of Economics Nankai University Tianjin 300071  China)

Abstract: Urbanization has become the potential power of increasing consumption demand. This
paper analyzes the mechanism of increasing consumption demand based on current studies conducts
an empirical analysis by 1995 ~2010 data of 28 provinces or cities. The results show: firstly there
is a positive correlation between urbanization and consumption demand and the marginal effect of
urbanization on consumption is decreasing. Secondly an inverse U relationship is proved between
urban—rural real income gap and consumption demand and the urban-rural real income gap is 3. 47
when the consumption demand come to maximum. So promoting the construct of urbanization and
alerting the urban—rural income gap will benefit increasing domestic demand and transforming the
economic development mode.
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