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Abstract: In accordance to several hypotheses, distribution of income and urbanization are 

two phenomenon that explain economic growth. In Mexico this situation is expressed in 

different regions all over the country as a multidimensional phenomenon that manifests from 

one side as diverse degrees of urbanization and from the other side, as a spiral of economic 

growth and development with direct repercussions on income. 

The theoretical reference framework that this work leaks is fed by the works of Robert Lucas, 

David Harvey, Michel Todaro and Stephen Smith, each of these researchers dedicated to 

study the relations of which is spoken here.   

With that being said, the principal objective of this document is to show the relation between 

distribution of income, urbanization and economic growth of the 32 states in Mexico, for the 

year range that covers from 2003 to 2016 through the use of an econometric model that makes 

use of the Generalized Method of Moments (GMM), proposed by Arellano-Bover and 

Blundell-Bond, for data panel with few observations both temporary (14 years) and 

individuals or regions (32 states) 

Data sources for this work are taken over from INEGI and CONEVAL.  The results show 

that the relation between income distribution, measured through the Gini index, and 

economic growth is inverse, which means that as income inequality grows in Mexico 

economic growth slows down. Also, this work finds out that the impact of urbanization in 

economic growth is significant but with different effects depending on time, having a 

negative impact in year “t” but positive in its lag (“t-1”).  
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