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Abstract: This paper primarily employs Panel Data Models using the provincial data from 1985 to 2009, to test
the changes of the income gap between urban and rural residents. The empirical result proves that the Kuznets
Curve truly exists in China, which is to say, along with the economic development, the income inequality pres-
ent the trend of expanded at first and then narrowed, which proves China’s economic development model was

- growth first and then distribution. Subsequently, the authors examine whether the various rural financial policies
really could effectively decline income inequality or not, from the angle of the whole country and regional seg-
mentations respectively. It is found that not all policies were able to work well, and even some of them led to
the inverse outcome, intensifying inequality. Therefore, it is a must to take different policies according to the
local environment regarding to rural finance development and distribution inequality improvement.

Key Words ; urban-rural income inequality, Kuznets Curve, rural finance policies
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