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Innovation and Income Inequality
Li Yanlong'?
( National School of Development, Peking University' ;

Institute of Digital Finance, Peking University®)
Abstract: Based on the data of listed companies in 2008 - 2018, this paper uses RIF regression
method to examine the impact of innovation on income inequality from the perspectives of internal
salary gap and inter-enterprise pay gap, then we try to reveal its impact mechanism. The results
show that innovation widens the salary gap among employees of the company as well as the salary gap
among managers. Innovation has not effectively narrowed the salary gap among the employees from
different enterprises. Innovation can wide the salary gap through the “productivity effect” , but also
can reduce the salary gap through the “substitution effect”. Finally, this paper also finds that the
effect of innovation on income inequality is basically similar between state-owned enterprises and
non-state-owned enterprises, but there are some differences between the eastern region and the
midwest region.
Keywords: innovation, income inequality, RIF regression, impact mechanism
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