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Financial Support for Agriculture, Human Capital and
Income Gap between Urban and Rural Residents
WANG Wen-bo

Abstract: Reducing income gap and inequality is an important link to achieve common prosperity. Based
on the Chinese Family Panel Studies Data (CFPS) from 2010 to 2016 and the data of China Household
Income Survey (CHIP) from 2002 to 2013, this paper examines the impact of financial expenditure for
agriculture on the income gap between urban and rural residents from both theoretical and empirical as-
pects, with focus on the important role of human capital accumulation in it. The research shows that the
financial expenditure for agriculture has significantly reduced the income gap between urban and rural
residents, and the impact is dynamic, which is conducive to the reduction of the income gap in the long
run. The accumulation of human capital is an important mechanism for fiscal expenditure on supporting
agriculture to affect the income gap. The financial expenditure for agriculture can reduce the income gap
by promoting the accumulation of human capital in rural households. The agricultural expenditure has a
greater impact on the accumulation of human capital of rural households and the income gap between ur-
ban and rural residents, followed by forestry expenditure and agricultural, forestry, water conservancy
and meteorological expenditure It has a more significant impact on the accumulation of human capital
and the reduction of the income gap between urban residents and those of female-headed households and
cadre households. Compared with the central and western regions, the financial expenditure for agricul-
ture has a greater impact on the accumulation of human capital and the reduction of income gap of fami-
lies in the eastern region. As an important strategy to help rural income increase and poverty reduction in
recent years, the implementation of the targeted poverty reduction strategy has also effectively promo-
ted the role of financial expenditure for agriculture in reducing the income gap between urban and rural
residents.

Key words: income gap between urban and rural residents; financial expenditure for agriculture; hu-

man capital; collective prosperity



