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Technological Innovation, Market Segmentation and Income Inequality

——An Analysis Based on Provincial Panel Data in China
HONG Yong, WANG Wan-shan
(School of Economics and Management, Jiujiang University, Jiujiang 332005, China)

Abstract: Based on China’s provincial panel data from 1998 to 2017, this paper analyses the degree of income inequality and
its influencing factors at the level of the province, the author focuses on the effects of technological innovation and market segmenta-
tion on income inequality. The results show that Gini coefficient is relatively high in the sample period, and shows a trend of rising
first and then decreasing. There is a U-shape relationship between the regional income gap and technological innovation. At present,
the effect of knowledge spillover exceeds the effect of skill premium which leads technological innovation to reduce the regional in-
come gap. Market segmentation will not only aggravate regional income inequality, but also indirectly weaken the mitigation effect of
innovation on income gap by hindering technological innovation. There is an inverted U-shaped relationship between the degree of re-
gional income inequality and the level of economic development. Increased trade dependence, years of education per capita and so-
cial security expenditure per capita contribute to narrowing the regional income gap, the increase of industrialization rate will aggra-
vate the regional income gap, and the effect of fiscal expenditure on regional income gap is not obvious. The results of dynamic panel
model show that the regional income gap has inertia characteristics. Finally, based on the conclusions of the study, the author gives
targeted policy recommendations.
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Patentit x MSit 0.577" 1.096™ 0.682" 1.173™ 1.206™ 1.069 ™
(0.253) (0. 487) (0.354) (0. 489) (0. 485) (0.413)
Lnpgdpit 0.0872" 0.0786™ 0.0716"
(0. 0448) (0.0358) (0. 0365)
( Lnpgdpit)* -0.0039 ** -0.0036 ™ -0.0032*
(0.0018) (0.0016) (0.0014)
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(0. 069) (0. 098) (0. 155)
Industryit 0.069 ™ 0.086" 0.076 ™
(0.031) (0.046) (0.034)
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(0. 008) (0.011) (0.007)
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(0.016) (0.018) (0.015)
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(0.012) (0.281) (0.017) (0.407) (0.021) (0.381)
BARE 340 340 380 380 437 437
R’ 0. 067 0.172 0. 087 0. 176 0. 101 0. 201
AR T F Aty 47.33 26. 10 43. 66 20.78 38. 49 27.37
P14 [0. 000 ] [0.000] [0.000] [0.000] [0. 000 ] [0.000]
Hausman # % 10.79 14.34 12.05 19.27 15.65 21.97
P [0.036] [0.028] [0.022] [0.007] [0.008] [0.005]
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2R 2R I 4 4 A% I 4 4 A% T A TR A&
IVFE IVFE IVFE IVFE IVFE IVFE
Patentit -0.765" -0.817™ -0.635™ -0.872* -0.696 " -0.682**
(0.207) (0.298) (0.177) (0.416) (0.235) (0.197)
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(0.021) (0.015) (0.016)
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(1991) P A LR FH 2248 GMM Skfidezhds  Patentit | —0.693™"| —0.571""| ~0.877"""| ~0.822""
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FHT AR A A R KA (0.006) | (0.37) | (0.003) | (0.236)
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b, e M 3 A AR 1 Y R A A e, X
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