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Abstract

China’s rapid economic growth led to drastic decline of poor
population in the earlier reform period. The left rural poor, how-
ever, benefit less and less from China’s fast economic growth
since the growth depends more and more on the development in
the industrial and servicing sectors. Non — agricultural employ-
ment has played substantial role in rural household income
growth, however, the left rural poor meet difficulties in in-
creasing household income from non — agricultural sector because
of their lower human capital. The poor rural household income
still mainly comes from agriculture and the gap between the poor
and non — poor rural households has been increasing. Could the
rural poor catch the agricultural income level of the non — poor
rural households there would be almost no rural poor households
any more even without agricultural income growth. This thesis
investigates the sources of agricultural income gap between the
poor and non - poor rural households.

This thesis mainly uses the non - linear Blinder — Oaxaca de-
composition method in a six — stage decomposition approach to
decompose the sources of the agricultural income gap. The data
used in the decomposition procedure originate from the National

Fixed Rural Household Survey in 2003, 2005, 2008, 2009,
s 1 ®



AERASERER A RUBANERTR

2010, and 2011. This paper examines the yield gap, total in-
come gap, and net income gap of four major grain crops (wheat,
rice, corn, and soybean), cash crops, and livestock products
separately, and then aggregates the results into agricultural in-
come decomposition.

The results indicate that the dominating sources of agricul-
tural income gap come from the lower efficiency of intermediate
inputs and lower labor inputs in the rural poor households’ agri-
cultural production. These two factors account for 72. 49% and
30. 77% of the agricultural income gap. The higher efficiency use
of labor and agricultural fixed capital of the poor, however, re-
duce the gap by 15. 76 % and 30. 26 %. The sources of income gap
differ in grain crops, cash crops, and livestock products. This
paper also conducts further decompositions of agricultural income
gap by years and regions. These results suggest the decomposi-
tion results are generally robust in different years. Regions differ
in the sources of agricultural income gap.

These results imply that promoting more labor inputs and
fixed agricultural investments are very important in reducing the
agricultural income gap. Agricultural training should focus more
on the efficiency use of intermediate inputs. Poverty alleviation
policy should target more clearly and specifically by crops and re-

gions.

Keywords: Poverty; Agricultural Income; Gap; Non - lin-

ear Blinder - Oaxaca Decomposition
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