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The Urban — Rural Income Gap and Education Inequality
and Government Spending on Education in China

Lii Wei Yang Mo & Wang Yan

( Dongbei University of Finance and Economics Dalian)

Abstract: This article focuses on how the internal mechanism about the Urban — rural income gap and education
inequality in China can be improved by the policy of rural — bias education investment. To achieve this purpose
we extend Galor and Zeria’s theory model ( 1993) by incorporating the dual urban — rural structures and govern—
ment behaviors. Furthermore we build an equation system and distribute the lags model based on provincial
panel data from 2001 to 2011 to test the theory model empirically. Empirical results show that the urban — rural
income gap is aggravated by urban — rural education inequality. In turn urban — rural education inequality also
increases the urban — rural income gap. Moreover reducing the ratio of urban to rural average junior middle
school education expenditures can help reduce urban — rural education inequality while reducing that ratio of
primary school and senior middle school dont help. The policy suggestion of this paper is that implementing the
rural — bias policy and support of rural senior middle school can break the “vicious cycle” of urban and rural ar—
eas effectively.

Key words: Urban — Rural Education Inequality; Urban — Rural Income Gap; Government Behavior; Human

Resources



