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Urbanization, Income Gap and Housing Price Fluctuations .
An Analysis Based on Dynamic Panel Model
LI Yong-gang, YU Yong-hu, HE Bin-bin

Abstract: This paper explores the effect of urbanization and the income gap on the regional housing prices by constructing the
housing supply and demand model, and tests with panel data from 31 provinces( municipality directly under the central gover-
ment and autonomous regions ) of China from 1999 to 2010. The paper draws the following conclusions; First, the urbanization
rate has significant positive impact on housing prices, and the urbanization rate pushed up housing prices; Secondly, the in-
come gap has a significant positive effect on housing prices and a widening income gap further raises the housing prices; Third-
ly, when the urbanization rate reaches a certain level, the degree of positive impact of the income gap on housing prices in-
creases. The case is that the impact of the income gap on housing price in the eastern part of China which has a high urbaniza-
tion rate is significantly higher than that in the central and western regions.

Key Words: urbanization rate; income gap between the town and the country; housing price fluctuation; disposable income;

per capita net income; housing system reform; investment on real estate market; the equilibrium price of the real estate
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