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Effects of Level and Composition of Public Spending on Urban and
Rural Income Inequality: The Empirical Study from Provincial Panel Data in China

Deng Xuan

( Management School Wuhan University of Technology)
Abstract: By using the provincial data from 1995 to 2009 in China the paper analyses the trending of income inequality between urban
and rural and then studies the effects of level and composition of public spending on income inequality. We found that the public
spending has a significant effect on increasing the income inequality as a result of the long persistent distribution mechanism owning
“urban — oriented” character. But the effects vary among different spending. The farming spending can substantially reduce the relative
income inequality while the spending of safety and social insurance has the adverse effect for their benefits are constrained within the
urban areas. It is strongly suggested that the government change the “citizens oriented” model in public spending distribution and
increase the education and cultural spending as well as farming spending for rural. Besides the government should extend the public
safety spending and social insurance spending in rural areas.
Key Words: Urban and Rural Income Inequality; Level of Public Spending; Composition of Public Spending
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