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Income Gap. Effective Demand and
Independent Innovation

LI Ping, LI Shu-yun, XU Jia-yun

(School of Business s Shandong University of Technology, Zibo 255000, China)

Abstract: This paper empirically examines the relationship between in-
come gap and independent innovation by using the regional panel data in
China. It shows that there exists an inverted U-shaped relationship between
income gap and independent innovation. On the one hand, income gap can
promote national or regional technological innovation by expanding the de-
mand scale of innovative products; on the other hand, it can hinder the rise
in national or regional technological innovation capability through inhibiting
the upgrading of consumption structure. The effects of income gap on tech-
nological innovation vary wildly with the regions; the effects in eastern and
central regions are significantly positive, while the effect in western region is
negative but not significant. At present, the urban-rural income ratio in
most areas of China is in the upward phase of the inverted U-shaped curve,
and as for these areas, the appropriate income gap has promoted their inde-
pendent innovation capability.

Key words: income gap; demand size; independent innovation; con-

sumption structure
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