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Deregulation of Market Access and Urban-Rural Income Gap
LETI Zhuojun, HUANG Lingyun ( Chongqing University, 400030)
ZHANG Kuan ( Sichuan Agricultural University, 611130)
Summary: The income gap between urban and rural areas accounts for more than 30% of the overall income
gap in China. Thus, narrowing the urban-rural income gap is undoubtedly the key to promoting common

prosperity in the country. In this context, the core issue of this paper is how the Negative List-based market

159



Finance & Trade Economics,Vol. 44, No. 5,2023

access, as an important institutional arrangement for building a high-level socialist market economic system in
China, will affect the urban-rural income gap.

Using city-level panel data in China from 2011 to 2018, this paper constructs a DID model by utilizing the
quasi-natural experiment of the Negative List pilot program to conduct empirical analysis. The main conclusion
is that the relaxation of market access regulation under the Negative List model significantly narrows the urban-
rural income gap, explaining 12.2% of the shrinkage during the sample period. Mechanism analysis finds that
relaxing market access regulation can narrow the urban-rural income gap by optimizing the allocation of capital
and labor factors between urban and rural areas. Finally, this paper also finds that the narrowing effect is more
pronounced in cities with a larger urban-rural income multiple.

The possible marginal contribution of this paper is twofold. First, it systematically analyzes the important
role and impact mechanism of market access regulation in the change of urban-rural income gap in China,
provides a new explanation for understanding the reduced income inequality from the perspective of market
access. By constructing a quasi-natural experiment research framework with the policy shock of the Negative
List for market access, it also minimizes the interference of endogeneity problems. Second, there are still few
studies on the economic effects of the Negative List model from the perspective of the Chinese context. This
paper tries to establish a connection between this major institutional innovation and China’s income distribution
pattern by exploring the relationship between market access and urban-rural income gap, which is a useful
supplement and extension to existing literature on the economic effects of the Negative List.

This paper not only enriches the literature on the economic effects of the Negative List but also deepens the
understanding of the reasons for the changes in the urban-rural income gap in China. Based on the above
conclusions, this paper has the following implications. The government should continue to advance the reform to
relax market access regulation, fully implement the Negative List model of “one list for the whole country” , and
speed up the development of a unified national market to help narrow the urban-rural income gap. Promoting a
combination of market-driven and government-guided approaches, and better grasping the relationship between
effective markets and proactive governments, may be a feasible strategy for optimizing and stabilizing the income
distribution pattern.

The Negative List is an important institutional arrangement for China to advance the market-oriented
reform. The research conclusions of this paper actually confirm that marketization can narrow the urban-rural
income gap which, however, has failed to converge with the marketization process in China. Therefore,
studying which market-oriented reform can narrow this gap may be a direction worth researching in the future.
Keywords; Market Access, Negative List, Urban-Rural Income Gap
JEL. D31, R58, 038
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