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Abstract 
In order to narrow the income gap between urban and rural areas, the three effects of human capital 
differences between urban and rural areas on the income gap are discussed, including the threshold effect 
caused by the difference in human capital stock between urban and rural areas, the cumulative effect caused 
by the difference in flow, and the strengthening effect caused by the one-way flow of human capital between 
urban and rural areas. The results show that the difference of human capital stock and flow between urban 
and rural areas and the one-way flow of human capital between urban and rural areas lead to the widening 
of income gap between urban and rural areas. It can be seen that increasing investment in rural human capital, 
improving the level of rural human capital, optimizing the rural soft environment, attracting human capital 
back home, and actively improving the supporting reform can narrow the income gap between urban and 
rural areas. 
Keywords: human capital difference, urban and rural income gap, threshold effect, cumulative effect, 
strengthening effect 
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INTRODUCTION 
As we all know, China is a typical urban-rural dual 

economic structure, that is, modern industry and 
backward traditional agriculture coexist, and the 
proportion of traditional agriculture is still greater than 
that of urban modernization industry (Chen et al. 
2016). Due to the long-term implementation of the 
strategy of giving priority to heavy industry and the 
policy of urban bias, urban and rural economic 
development is rapid, rural economic development is 
slow, and the income gap between urban and rural areas 
is gradually emerging and has been expanding (Ma et al. 
2017). Although at the beginning of reform and opening 
up, the income gap between urban and rural areas in 
China has narrowed to a certain extent due to policy 
changes, this is only a flash in the pan. Overall, the 
income gap between urban and rural areas in China has 
shown a gradual trend of expansion in the past 30 years 
(Liu 2017). Of course, there are many reasons for this 
situation, realistic reasons and historical impact, both 
institutional and strategic reasons, but also the natural 

geographical environment of urban and rural areas and 
the impact of industrial and agricultural innate 
endowment (Gang and Bo 2017). In order to develop 
the economy rapidly and change the backward city 
appearance, the government has implemented the 
policy of urban bias for a long time, which promotes the 
formation of the income gap between urban and rural 
areas, and the market forces have played a promoting 
role. 

According to the traditional economic theory, under 
the condition of market economy, with the free flow of 
production factors, the marginal output of each factor 
of production will tend to be equal (Wang 2017). As far 
as the income gap between urban and rural areas and the 
flow of rural surplus labor force are concerned, with the 
free flow of rural surplus labor force to cities and towns, 
the marginal output value and wage rate of labor force 
in modern industrial sector will decrease, while the 
marginal output value and remuneration rate of labor 
force in traditional agricultural sector will increase, and 
the labor force will become self-sufficient between 
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urban and rural areas. The flow will help narrow the 
relative income gap between urban and rural areas 
(Precup 2017). The income gap between urban and 
rural areas in China has always been a key issue for 
economists both at home and abroad. They have 
adopted a variety of new research techniques and 
methods and achieved fruitful results, but because the 
indicators used in the study, the methods applied, and 
the analysis perspectives are different, it will inevitably 
come to different conclusions. The income gap between 
urban and rural areas is studied from the perspective of 
human capital through the combination of theory and 
empirical research, providing some reference value for 
the government to formulate relevant policies. 

STATE OF THE ART 
In 1958, when Mincer studied the relationship 

between personal income and the amount of training 
received, he established an economic model and 
concluded that investment in human capital would 
affect wage levels and the two were positively correlated, 
that is, wage levels increased with the level of 
investment in human capital (Surya 2016). But the 
model also emphasizes that it takes a certain amount of 
time from the initial training accept to the final 
improvement of human capital, which naturally leads to 
a certain degree of delay or reduction in wage earnings. 
Then, he borrowed the method of calculating human 
capital put forward by Nobel economist Becker, and 
then divided the formation of human capital investment 
into two forms: regular school education and on-the-
job training. He put forward the model of return on 
human capital investment, which was widely used by 
later scholars in estimation of all kinds of human capital 
income interest rate, which provides the basis for 
empirical analysis for those who later engaged in this 
research (Gomes and Librero-Cano 2018). 

Becker, an economist in the same period as Minser, 
used the method of micro-analysis to establish the 
investment-income equilibrium model of human 
capital, which considers that the investment of human 
capital is determined by its marginal cost and marginal 
income. After that, Becker used the model to analyze 
the role of family in the formation of human capital 
from a micro perspective. It lays the foundation for 
economists after Becker to study how income gap reacts 
to economic growth theory, that is, the difference 
between human capital stock and human capital 
investment leads to income inequality. Furthermore, 
income inequality may promote economic growth, but 
it may also hinder economic growth. 

In recent years, China’s economy has developed 
rapidly, but since the 1980s, the income gap between 
urban and rural residents has continued to expand, 
prompting a large number of rural labor to enter the 
urban industrial sector for employment (Guangsheng 
and Zhouyu 2018). In particular, the widening gap 
between the rich and the poor caused by the income gap 
will increase the interest frictions among all levels of 
society, intensify the contradictions, and trigger social 
chaos and turbulence. But Li Peilin, a scholar, pointed 
out that the widening of the gap between the rich and 
the poor was only a superficial phenomenon. The 
antagonism and hostility between different social strata 
caused by the gap between the rich and the poor is what 
people should worry about. It will breed many new 
social contradictions and new social problems (Han and 
Price 2017). As Nobel laureate Schultz said, “There are 
too many poor people and too few rich people in a 
society consumers, and sooner or later there will be 
problems”. 

METHODOLOGY 

Differences in Urban and Rural Human Capital 
Stock 

Education is an important way to form human 
capital and an important factor affecting personal 
income. Many scholars have shown that raising the level 
of education will reduce the degree of income 
inequality. However, the reality is that there are huge 
differences in the level of education between urban and 
rural areas, resulting in a very great gap in the stock of 
human capital between urban and rural areas. In fact, 
there are both personal factors and government reasons 
for the gap between urban and rural education. 

Personally, there are both economic factors and 
impact of cultural ideas. The disparity of disposable 
income between urban and rural residents caused by the 
imbalance of urban and rural economic development, as 
shown in Fig. 1 and 2, makes the urban and rural 
education also have a trend of further expansion. 

Generally speaking, there is a positive proportion 
between individual investment in education and 
personal wealth accumulation and income level. The 
higher one’s income is, the more intense one’s demand 
for education is. The lower one’s income is, the more 
difficult it is to form a realistic demand for education 
due to economic difficulty, and so does it for family. 
According to the national sample survey data of 1% in 
2005, in per 100 people in rural areas, there are 0.76 
people with tertiary education or above, 6.31 people 
with high school education, 38.45 people with junior 
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middle school education, 40.72 people with primary 
school education and 13.76 people without attending 
school; in per 100 people in urban areas, there are 11.37 
people with tertiary education or above, 19.85 people 
with high school education, 38.2 people with junior 
high school education, 24.30 primary school population 
and 6.26 non-educated population. 

One-way Flow of Human Capital in Urban and 
Rural Areas 

Human capital is dependent on human beings and 
cannot be isolated from reality. Therefore, in order to 
maximize the role of human capital, it is necessary to 
have two basic conditions: one is the human 
environment where human capital exists and develops; 

the other is the material capital combined with human 
capital. Specifically speaking, a free, harmonious, equal, 
competitive and creative humanistic environment can 
not only make the spirit of workers happy, but also 
enable them to maintain the momentum of continuous 
learning and innovation from the superior 
environment, thereby continuously improving their 
human capital stock. Material capital, which is suitable 
for human capital, can maintain human capital in a 
long-term and efficient manner. Laborers have very 
high human capital stock, but if they lack corresponding 
material capital to match with it, how should they give 
full play to the role of their own human capital? 

 

Fig. 1. Per capita disposable income of cities and towns in 2006-2010 years and its growth rate 

 

Fig. 2. Per capita disposable income of rural residents and its growth rate in 2006-2010 years 
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Therefore, the difference between urban and rural 
human environment and the stock of material capital 
leads to the difference of human capital environment. 
The ratio of per capita expenditure on education, 
culture and entertainment services to per capita 
expenditure on consumption is used to reflect the 
quality of people’s spiritual living standards, and Engel 
coefficient is adopted to reflect the material living 
standards of residents. Fig. 3 clearly shows the huge gap 
between the urban human capital and the rural human 
capital environment. As far as Engel’s coefficient is 
concerned, the Engel’s coefficient of town and 
countryside both declines slightly, which indicates that 
the material living standard of both town and 
countryside families has been improved; but the Engel’s 
coefficient of town is about 10 percentage points lower 
than that of countryside, which indicates that the living 
standard of rural residents is worse than that of urban 
residents. From the proportion of education, culture 
and entertainment expenditure, both urban and rural 
education, culture and entertainment expenditure has 
continued to increase. And from the figure, since 2000, 
the proportion of education, culture and entertainment 
expenditure in urban areas is about 3 percentage points 
higher than that in rural areas. In fact, rural residents 
spend most of their educational, cultural and 
entertainment expenses on basic education, so their 

spiritual enjoyment is far less than that of urban 
residents. 

From Fig. 3, it can be seen that there is a big gap 
between urban and rural areas, whether it is the Engel 
coefficient representing the material living standard or 
the proportion of per capita education, culture and 
entertainment expenditure representing the spiritual 
life. This difference between the survival and function 
environment of human capital in urban and rural areas, 
on the one hand, makes the same human capital play a 
different role. On the other hand, it promotes the spill-
over of rural human capital, especially high-quality 
human capital, as shown in Fig. 4. Furthermore, the gap 
between urban and rural human capital has aggravated 
the spill-over of rural human capital, and strengthened 
the vicious circle of insufficient investment in rural 
human capital - low internal human capital stock - slow 
economic development. 

 

Fig. 3. Comparison of human resource environment between urban and rural areas 
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RESULTS AND DISCUSSION 

Threshold Effect of the Difference between 
Urban and Rural Human Capital Stock 

The different knowledge, technical level and labor 
skills of laborers determine that human capital has 
different effects on the economy, and also makes the 
residents’ income increase differently. Moreover, the 
change of human capital stock has obvious influence on 
income. In general, the stock of human capital is 
positively correlated with income and negatively 
correlated with the income gap between laborers. 

At present, China is a typical urban-rural dual 
economy, so it is not surprising that labor market 
segmentation exists, as shown in Fig. 5. 

In recent years, with the continuous deterioration of 
the income gap between urban and rural areas, the state 
has carried out a series of targeted reform of the market 
economy system, and promulgated some relevant 
employment policies, which has attracted a large 
number of rural migrant workers to the cities and towns 
to seek for employment opportunities. However, the 
reality of low human capital stock makes these labor 
force do not have much career choice. According to 
some scholars’ research, seven types of occupations in 

 

Fig. 4. The scale of rural human capital spillovers 
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Fig. 5. The situation of labor market in China 
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cities and towns show the shape of pyramid. They are 
production workers, service personnel, commercial 
personnel, clerks, professional and technical personnel, 
enterprise managers, state and social managers, etc. 
Although a large number of surplus rural labor in China 
can enter cities and towns freely, they can only stay at 
the bottom of the pyramid of the supply side of the 
urban labor market. Their wages are often very low and 
there is basically no relevant social security, as shown in 
Fig. 7. 

In conclusion, the so-called “threshold” is actually a 
restriction on the choice of employment for rural 
migrant workers. The existence of the threshold effect 
of rural residents in urban employment hinders their 
income increase, and aggravates the income gap 
between urban and rural areas, thus causing the 
difference in human capital investment between urban 
and rural areas and leading to a vicious circle. 
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Fig. 6. The mechanism of urban rural division on income gap 

 

Fig. 7. Average monthly income level and growth rate of different industries in 2009 
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Cumulative Effects of Differences in Urban and 
Rural Human Capital Flows 

With the rapid development of urbanization and 
industrialization in China, the transfer of rural surplus 
labor to modern urban sectors has almost stopped, 
China’s economy has begun to enter Lewis turning 
point, and the supply-demand relationship in the labor 
market will also undergo an important change. In terms 
of total employment, the growth rate of employment in 
2008 was 0.64%, while the growth rate in 2006 and 2007 
before the financial crisis was only about 0.8%. The 
reduction of the working age population will inevitably 
lead to a rise in labor prices, as shown in Fig. 8. 

At the same time, in this case, enterprises in the 
market economy must consider the advantage of unit 
labor cost (labor remuneration / labor productivity), so 
the human capital factors that can rapidly improve labor 
productivity have begun to attract widespread attention. 
Previous analysis has shown that health care investment 
and continuing education investment are important 
ways to form human capital. Therefore, the investment 
differences between these two aspects will affect the 
stability of labor employment, and then affect their 
income. 

The differences in medical and health care 
investment between urban and rural areas and in 
continuing education investment mentioned above 
have reduced the increase of rural labor force in human 
capital stock. In other words, reducing the accumulation 
of human capital will affect the promotion of posts and 

the increase of wages and incomes, and even lead to 
unemployment. 

This situation will continue to involve the next 
generation. From the point of view of the slow 
accumulation of human capital and its impact on 
income, the relevant scholars found that in 2003, the 
enrolment rate of urban junior middle schools was 77%, 
while the total enrolment rate of rural and county towns 
was 29%, the average expenditure of universities in 2004 
was 5000 yuan, and the average net income of rural 
residents in the same year was only 2936 yuan. 
According to the sample survey, 25% of the graduating 
students are not ready to go to university because they 
cannot afford the tuition fees. From the point of view of 
the slow accumulation of human capital and thus 
influencing the stability of work, frequent job changes 
lead to shorter residence time of rural labor force in a 
certain area, which greatly affects the school enrolment 
rate of migrant children. 

The residence time of migrant workers in the same 
area is less than 6 months, the proportion of children 
who did not attend school and dropped out of school is 
as high as 49%, and after one and a half years of 
residence, the drop-out rates are dropped to less than 
10%. These data show that the mobility of migrant 
workers’ families to a certain extent determines the 
drop-out rates of migrant children. The longer the 
residence time in the same area is, the more likely they 
are to receive compulsory education, the higher their 
income is, and the more likely they are to enter public 

 

Fig. 8. The actual growth rate of staff’s wage level 
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primary schools. The gap between urban and rural 
human capital leads to unequal employment, which 
affects income and eventually leads to relatively low 
investment in children’s education. Moreover, from the 
residence from 6 months to more than 3 years, it is seen 
that the school attendance rate of boys in public primary 
schools is 23.3%, which is higher than that of girls in 
public primary schools by nearly 10 percentage points. 
From the situation of school dropouts, it can be seen 
that 11.8% of girls are unable to attend school regularly, 
whereas the drop-out rate of boys is only 50% of girls 
regardless of family mobility. All these indicate that the 
feudal ideology of male migrant workers is still serious. 
In the sociological sense, the girl will become a mother 
in the future. The quality and education level of 
mothers are directly related to the educational 
opportunities and early education level of the next 
generation of children, which will further lead to the 
improvement of human capital level of their offspring. 
In a sense, this is also one of the typical manifestations 
of cumulative effects. 

Strengthening Effect of One-way Flow of Human 
Capital in Urban and Rural Areas 

The one-way flow of urban and rural human capital 
is embodied in two aspects: one is the spill-over of rural 
human capital; the other is the internal spill-over of 
urban human capital. Urban human capital investment 
(including individual and government) and the spill-
over of human capital stock are more manifested in 
internal spill-over in urban area. From the perspective 
of human capital investment, due to the characteristics 
of China’s dual economic structure and the long-term 
implementation of the household registration system, 
the government’s investment in various forms of 
human capital in urban areas far exceeds that in rural 
areas, including compulsory education, non-
compulsory education and other cultural and sports 
facilities and health care facilities. Only urban residents 
can enjoy their benefits, while farmers are excluded. 
From the perspective of the role of human capital 
formed, urban human capital individuals often have a 
strong urban internal spill-over effect, which can be said 
to be the inevitable result of the current situation of 
urban and rural economic development. After the 
formation of human capital in the urban areas, it mostly 
plays a role within the city. In other words, in urban 
construction, industrial and commercial services and 
social organizations, the promotion of cultural 
undertakings will form a virtuous circle. This is mainly 
because in China, the actual gap between urban and 
rural areas has seriously hindered the spill-over of urban 

human capital to rural areas. Therefore, there is usually 
little human capital flowing to the countryside after the 
formation of the city, and there is no need to promote 
the development of the rural economy through this 
flow. 

Different from urban human capital spill-overs, 
rural human capital investment and the spill-overs of 
human capital stock are more manifested as external 
spill-overs. Individually, human capital with high 
quality flows to the urban areas, which is actually the 
result of rational choice of microeconomic agents. 
Because under the restriction of current household 
registration system and individual discriminatory 
employment system, there is only one way for rural 
residents to pursue a better living environment, that is, 
to leave the countryside and enter the city through 
higher education entrance examination. That is to say, 
the human capital formed by investment in the 
countryside is seldom likely to be returned to the 
countryside once it enters the city. The high quality 
human capital to invest in rural areas is rare. This 
naturally causes the serious external spill-over of rural 
human capital, rarely or even no internal spill-over. As 
a result, human capital formed through rural 
investment is often difficult to support rural economic 
development, but enters the city to support urban 
development through various ways. 

In fact, this is only a situation of rural human capital 
external spill-over. Comparatively speaking, short-term 
external spill-overs can help narrow the income gap 
between urban and rural areas. Because with the 
continuous development of education level, the 
education level of the migrant labor force will increase 
steadily, and the wages will also increase 
correspondingly. And the income of migrant workers is 
the main source of rural household income, so the 
income of rural residents will increase. In addition, the 
rural migrant labor force may enjoy the benefits 
brought by a perfect urban education system, such as 
free participation of skills training, which will greatly 
increase the stock of human capital. When they return 
to the countryside, it will contribute to the development 
of rural economy, which may weaken the widening 
trend of urban-rural income gap to a certain extent. 

Quantitative Analysis of the Difference between 
Urban and Rural Human Capital Affecting the 

Income Gap 
Augmented Dickey-Fuller test is used to test the 

unit root, which involves the following three model 
expressions. The difference is whether the deterministic 
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trend intercept term and stochastic trend time trend T 
are included, that is: 

 𝛥𝛥𝑥𝑥𝑡𝑡 = (𝜌𝜌 − 1)𝑥𝑥𝑡𝑡−1 + �𝜃𝜃𝑖𝑖𝛥𝛥𝑥𝑥𝑡𝑡−𝑖𝑖 + 𝜉𝜉𝑖𝑖

𝑝𝑝

𝑖𝑖=1

 (1) 

 𝛥𝛥𝑥𝑥𝑡𝑡 = 𝛼𝛼 + (𝜌𝜌 − 1)𝑥𝑥𝑡𝑡−1 + �𝜃𝜃𝑖𝑖𝛥𝛥𝑥𝑥𝑡𝑡−𝑖𝑖 + 𝜉𝜉𝑖𝑖

𝑝𝑝

𝑖𝑖=1

 (2) 

 𝛥𝛥𝑥𝑥𝑡𝑡 = 𝛼𝛼 + 𝛽𝛽𝑡𝑡 + (𝜌𝜌 − 1)𝑥𝑥𝑡𝑡−1 + �𝜃𝜃𝑖𝑖𝛥𝛥𝑥𝑥𝑡𝑡−𝑖𝑖 + 𝜉𝜉𝑖𝑖

𝑝𝑝

𝑖𝑖=1

 (3) 

Through the co-integration test, the co-integration 
relationship between the urban-rural income gap and its 
impact indicators can be obtained, that is, the long-term 
equilibrium relationship. The short-term volatility 
relationship between them is explored through the 
error correction model. Based on the above analysis 
results, the following two equations will be used for 
regression analysis. 

 
𝛥𝛥𝑥𝑥𝑡𝑡 = 𝛼𝛼0 + 𝛾𝛾0𝑒𝑒𝑒𝑒𝑚𝑚𝑡𝑡−1 + �𝛽𝛽𝑖𝑖𝛥𝛥𝑦𝑦𝑡𝑡−𝑖𝑖

𝑛𝑛

𝑖𝑖=1

+ �𝜃𝜃𝑖𝑖𝛥𝛥𝑥𝑥𝑡𝑡−𝑖𝑖 + �𝜙𝜙𝑖𝑖𝛥𝛥𝑧𝑧𝑡𝑡−𝑖𝑖 + 𝑢𝑢𝑡𝑡

𝑛𝑛

𝑖𝑖=1

𝑛𝑛

𝑖𝑖=1

 
(4) 

 
𝛥𝛥𝑥𝑥𝑡𝑡 = 𝛼𝛼1 + 𝛾𝛾1𝑒𝑒𝑒𝑒𝑚𝑚𝑡𝑡−1 + �𝛿𝛿𝑖𝑖𝛥𝛥𝑦𝑦𝑡𝑡−𝑖𝑖

𝑛𝑛

𝑖𝑖=1

+ �𝜂𝜂𝑖𝑖𝛥𝛥𝑥𝑥𝑡𝑡−𝑖𝑖 + �𝜑𝜑𝑖𝑖𝛥𝛥𝑧𝑧𝑡𝑡−𝑖𝑖 + 𝜉𝜉𝑡𝑡

𝑛𝑛

𝑖𝑖=1

𝑛𝑛

𝑖𝑖=1

 

(5) 

According to Equation 4 and Equation 5, to test the 
causal relationship between the variables x and y, it is 
only necessary to judge the statistical significance of the 
model variable coefficients. The analysis result is shown 
in Table 1. 

From the error correction model, it is known that 
when the ECM term appears in the explanatory 
variable, that is, the coefficient of the error term is not 
zero, it means that all explanatory variables will affect 
the explained variable in the long run, and when the 

coefficient of the explanatory variable is not zero, the 
explanatory variable will affect the explained variable in 
the short run. This influence is also known as Grainger 
causality. In other words, when the error correction 
term ECM appears in the explanatory variable, that is, 
the coefficient of regression residuals is not zero, it can 
be said that in the long run, all explanatory variables are 
the Granger cause of the explained variable. If the 
coefficient of the explanatory variable is not zero, in the 
short run, the explanatory variable is the Granger cause 
of the explained variable. When there is no error 
correction term in the explanatory variable, the 
explanatory variable whose coefficient is not zero is the 
Granger cause of the explained variable in the short 
term. Of course, sometimes different data, as well as the 
different methods of processing data, will have an 
impact on the results of measurement. 

In the long run, there is a two-way Granger causality 
between ET and TL, that is, the gap between urban and 
rural years of education and the income gap between 
urban and rural residents are mutually reinforcing. That 
is to say, between 1980 and 2009, the main factor 
affecting the income gap between urban and rural 
residents is the gap in the stock of human capital 
between urban and rural areas. In other words, the gap 
between urban and rural basic education investment has 
led to the widening of the income gap between urban 
and rural residents. In the short run, ET, FA and TL 
have two-way Granger causality, TL, FA and RH have a 
one-way Granger causality, and TL, FA is the Granger 
causality of RH. That is to say, the short-term income 
gap between urban and rural residents and the gap 
between urban and rural fixed investment has 
aggravated the external spill-over of rural human 
capital. In the short term, RH is the Granger cause of 
ET. The spill-over of rural human capital leads to the 

Table 1. Error correction model 
Explained 
variable 

Explanatory 
variable Coefficient Standard 

deviation 
T statistical 

value P value R2 AIC value SC value 

DLNTL 

ECM(-1) 0.826368 0.256378 3.223237 0.0041 

0.730773 -1.824783 -1.582841 
DTNTL(-1) 0.3000751 0.158204 1.901027 0.0711 
DLNET(-3) 0.836462 0.407374 2.053305 0.0000 
DLNHP(-2) -0.560816 0.239015 -2.346359 0.0052 
DLNFA(-2) 0.657783 0.399161 1.647914 0.0028 

DLNFA 
DLNTL(-1) 0.279031 0.094248 2.960605 0.0068 

0.358498 -2.376327 -2.232345 DLNHC(-2) -0.102685 0.042372 -2.423424 0.0233 
DLNDP(-1) 1.173195 0.362166 3.239284 0.0035 

DLNET 

ECM(-1) 0.452102 0.123540 2.102354 0.0012 

0.680569 -3.38331 3.240574 
DTNTL(-1) 0.117202 0.052601 2.228131 0.0351 
DLNDP(-1) 0.673429 0.229942 2.928689 0.0072 
DLNRH(-1) -0.092272 0.026816 -3.440904 0.0020 

DLNFA 
DLNTL(-1) -0.870757 0.317421 -2.743219 0.0113 

0.33031 0.144761 0.288743 DLNHC(-2) 0. 619413 0. 252377 2. 454313 0. 0218 
DLNDP(-1) 0. 570169 0. 145583 3. 916446 0. 0007 
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difference between urban and rural human capital 
investment in basic education, that is, the gap between 
urban and rural years of education. The outflow of rural 
human capital makes the stock of rural human capital 
relatively reduced. 

CONCLUSION 
The impact of urban and rural human capital on 

income is expounded from three aspects: the threshold 
effect of the difference between urban and rural human 
capital stock, the cumulative effect of the difference 
between urban and rural human capital flow and the 
strengthening effect of the one-way flow of urban and 
rural human capital. The threshold effect is mainly 
manifested in the unequal stock of human capital 
between urban and rural residents, thus affecting the 
equality of employment opportunities and scope of 
employment. The cumulative effect is mainly 
embodied in contemporary migrant workers and the 
next generation of migrant workers significantly 

different from urban residents due to human capital 
flow investment, resulting in the incomes cannot be 
sustained to increase. The strengthening effect is mainly 
reflected in the long-term human capital external spill-
over of rural residents strengthening the continuous 
expansion of the income gap between urban and rural 
areas. 
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