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The Distortion of Primary Income Distribution
Urban-Biased Fiscal Expenditure Policy
and Urban-Rural Inequality

Abstract This paper firstly analyzes the evolvement of primary income distri-
bution and urban-biased policy in our country. We then explain how the distortion
of primary income distribution and urban-biased fiscal expenditure policy influence
the urban-rural inequality. We also do the positive analysis using the provincial
panel data. We use the difference and system GMM estimator in the positive analy-
sis to correct the endogenous of some variables. Both of the normative analysis and
positive analysis show that the distortion of primary income distribution and urban-
biased fiscal expenditure policy enlarge the urban-rural inequality significantly. We
should improve the primary income distribution condition and change the urban-bi-
ased fiscal expenditure policy to shorten the urban-rural inequality.
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