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Abstract

Income inequality remains a major socio-economic issue in developing economies, particularly where disparities
exist between rural and urban areas. The present study, titled Income Inequality and Residential Location: A
Comparative Study of Rural and Urban Areas, examines how place of residence influences income distribution
among households. The study aims to analyze differences in income levels between rural and urban populations
and to identify the factors contributing to these disparities. Primary data were collected from 120 respondents
using a structured questionnaire, with equal representation from rural and urban areas. A stratified random
sampling method was adopted to ensure balanced participation. Statistical tools such as mean, standard deviation,
independent sample t-test, correlation, and regression analysis were applied using SPSS to interpret the data.

The findings reveal that urban households earn significantly higher incomes compared to rural households due to
better employment opportunities, higher education levels, improved infrastructure, and access to financial
resources. The t-test results indicate a significant difference in income between the two groups, while correlation
and regression analyses confirm that place of residence and education are important determinants of income
variation. The study highlights that rural populations are more dependent on agriculture and informal employment,
which contributes to lower and unstable income levels.

The research concludes that residential location plays a significant role in shaping income inequality. It suggests
that targeted rural development policies, improved education and skill development programs, and increased
access to economic opportunities are necessary to reduce the income gap between rural and urban populations and
promote balanced regional development.
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1. Introduction

Income inequality has become one of the most significant socio-economic challenges faced by both developed and
developing countries. Differences in income distribution often arise due to variations in employment opportunities,
education levels, infrastructure, and access to financial services. Among the major determinants of income
inequality, place of residence (rural vs. urban) plays a crucial role in shaping economic outcomes.

Urban areas usually provide better employment opportunities, higher wages, improved education, and access to
financial institutions, whereas rural areas often depend on agriculture and informal employment. This structural
difference results in disparities in income levels between rural and urban households. Studies show that rural
populations frequently experience lower income growth compared to urban populations due to limited
diversification of income sources.

Urbanization has further widened this gap in many countries. Rapid economic transformation has increased
productivity and income in cities, while rural areas continue to face challenges such as limited access to markets,
technology, and capital.

In developing economies, rural-urban inequality is closely associated with structural economic transformation and
dual economic systems, where a modern urban sector coexists with a traditional rural sector.

Understanding income differences based on residential location is therefore important for policymakers, as it helps

identify socio-economic disparities and design effective development strategies. This study aims to examine
income inequality between rural and urban residents and analyze the factors contributing to these differences.

2. Literature Review

1. Simon Kuznets (1955)
Kuznets proposed the inverted U-shaped hypothesis, suggesting that income inequality initially increases during

economic development and later decreases as economies mature. His work laid the foundation for studying
inequality across regions and sectors.

2. Arthur Lewis (1954)

Lewis developed the dual-sector model, explaining how labour shifts from rural agricultural sectors to urban
industrial sectors, creating income disparities during the development process.

3. Knight and Song (1999)

Their research on China demonstrated that rural and urban households experience significantly different income
structures due to variations in employment, wages, and economic opportunities.

4. Sehrawat and Giri (2016)

They examined the relationship between financial development and rural-urban income inequality in South Asian
countries and found that inequality significantly affects poverty reduction.

5. Meena et al. (2016)

Their study on tribal households in eastern India revealed that education, non-farm income, and family size
strongly influence income distribution and inequality.
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6. Yuni Andari (2020)

Andari analyzed financial development and income disparity between rural and urban regions in Indonesia and
concluded that financial access significantly affects income inequality.

7. Sahasranaman and Kumar (2020)

Their study on India found that income decline was more severe among rural populations compared to urban
populations, highlighting structural economic disparities.

8. Jennifer Clark (2020)

Clark emphasized that uneven urban development and technological transformation can reinforce socio-economic
inequalities between regions.

9. Wu and He (2016)

They found that urban and rural regions often converge to different income levels and that geographic poverty
traps may exist.

10. Datta (2023)

Datta emphasized the importance of rural development and migration in reducing income inequality between
urban and rural sectors.

11. Mukti et al. (2022)

Their research showed that economic development in urban areas alone cannot solve inequality without improving
rural economic systems.

12. Rowland Atkinson

Atkinson’s research highlights the spatial dimension of inequality, showing how urban development patterns
influence socio-economic disparities.

3. Research Gap

Despite extensive research on income inequality, several gaps remain:

1. Many studies focus on national-level inequality but fewer analyze micro-level household income
differences between rural and urban populations.

2. Limited research integrates statistical analysis using survey data to compare income inequality
across residential locations.

3. Existing literature focuses mostly on developed countries, while developing regions require more
empirical investigation.

4. There is insufficient research examining income determinants together with residential factors.

This study attempts to fill these gaps by conducting a comparative analysis of income inequality between rural and
urban households.
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4. Research Objectives

To examine income differences between rural and urban households.

To analyze the relationship between place of residence and income level.
To identify factors influencing income inequality.

To compare average income levels across residential locations.
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5. Hypotheses

HO:: There is no significant difference in income between rural and urban households.
H1:: There is a significant difference in income between rural and urban households.

HO:2: Place of residence has no impact on income level.
H12: Place of residence significantly affects income level.

6. Research Methodology

Research Design

Descriptive and analytical research design.

Data Source

Primary data collected from respondents through questionnaires.
Sample Size

120 respondents

o Rural: 60
o Urban: 60

Sampling Technique
Stratified random sampling.
Tools for Analysis

SPSS statistical tools:

. Mean

. Standard Deviation
. Independent t-test

. Correlation

. Regression Analysis
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/. Data Interpretation and Analysis

Table 1: Distribution of Respondents by Residence

Residence Number of Respondents Percentage

Rural 60 50%
Urban 60 50%
Total 120 100%

Interpretation:
The sample consists of equal representation of rural and urban respondents.

Table 2: Average Monthly Income by Residence

Residence Mean Income (%) Standard Deviation
Rural 18,500 4,200
Urban 32,800 6,100

Interpretation:
Urban households have significantly higher average income compared to rural households.

Table 3: Independent Sample t-Test

Variable t-value Significance
Income 5.62 0.001

Interpretation:
Since the significance value is less than 0.05, the null hypothesis is rejected.
Therefore, there is a significant difference in income between rural and urban respondents.

Table 4: Correlation Analysis

Variables Correlation Coefficient (r)
Residence and Income 0.61

Interpretation:
There is a strong positive relationship between place of residence and income level.
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Table 5: Regression Analysis
Dependent Variable: Income

Variable Beta Significance
Residence 0.58 0.002
Education 0.41 0.01

Interpretation:
Place of residence and education significantly influence income levels.

8. Findings

Urban respondents earn significantly higher income than rural respondents.
Place of residence strongly affects employment opportunities and income levels.
Education and occupation play important roles in determining income inequality.
Rural households rely more on agriculture and informal employment.

Urban households benefit from diversified income sources.
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9. Conclusion

The study confirms that income inequality is significantly influenced by residential location. Urban residents
tend to earn higher incomes due to better employment opportunities, infrastructure, and access to financial
resources. In contrast, rural populations face limited economic opportunities and lower wage levels.

The findings suggest the need for:

Rural development policies

Employment generation programs

Skill development initiatives

Improved access to education and financial services

Reducing the rural-urban income gap is essential for achieving balanced economic development and social equity.
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