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Abstract

Human capital is the main source of economic growth. Due to the urban-rural
dual economic disparity in China, human caipital investiment of rural areas ,such an
education and labor flow ,presents lots of problems.The spillover of rural human
capital has caused a serious shortage of human capital in rural areas, a low level of
average human capital,which for a long extent limited the economic development of
rural areas.A large amount of rural-to-urban migration reduce the average income of
both rural and urban dwellers in equilibrium. Unequal education of rural and urban
areas ,the income diaparity of urban-rural has been enlarging. The dissertation make a
study on rural human capital investment, adopting horizontal and vertical intergration
and regression analysis integration and interdisciplinary research method ,following
the ideas of Lucas . Todro. Ranis-Fei,and combining Chinese urban-rural dual
economic practice with theories in west economics, development economics, regional
economics and other relevant knowledge to carry out a deep research on issues of
rural human capital investment,to provide a theoretical explanation for the low
development of rural areas and a new analytical method for the formation of
intergration of urban-rural economy. And practically it is useful in promoting
coordinated growth of city and countryside.

The dissertation focus on three issues: the first one is the overflow effects of
rural human capital. Based on Lucas exterior effect model of human capital and
two-regional modal , this paper carried on a theoretical study on over-flow effect of
rural human capital and it's operation mechanism . The result indicate that : rural
skilled-worker works in city , rural human capital value is small and thin, the
knowledge capital determined by it decrease in rural area. As result , rural-urban
disparity widened and there will be a lower lever development in rural area . The
over-flow effect of rural human capital fulfilled through labor migration over-flow
mechanism and knowledge and skill in combination with city industry. The second
issue is rural-to-urban migration and low wage rate. Incorporation with new economic
development theory and agglomeration economic , a general-equilibrium model deals
with unrestricted rural-to-urban migration. Unskilled workers migration reduces the
average human capital .Efficiency effect of urban agglomeration can be completely
diluted by it .our modal show that unstricted rural-to-urban migration reduce the
average income of both rural and urban dwellers in equilibrium. Measures that aimed
at curtailing rural-to-urban migration by unskilled workers can lead to a Pareto
improvement for both the rural and urban dwellers. In addition , the government can

raise social welfare by reducing the migration of skilled workers to the city ,and



induce them to work in rural areas .if the government can restrict migration by
allowing only a perfect amount of unskilled worker into the city, then the urban wage
will increase. As to the unskilled worker ,the wage rate will still be at the low
level ,which is the equilibrium wage rate without any restriction on migration.
Thus ,the restriction of rural-to-urban migration can leads to a Pareto improvement.
Since the human capital is essentially important in rural areas, when the initial level of
human capital is very low ,the increase in output resulting from some skilled
individuals working in the rural area will be large .thus ,an interesting political
implication is a Pareto improvement if the government were to subsidize some skilled
worker in the rural areas so that they will not migrate to the city or that they will move
from city to the rural areas. The presence to of a certain number of skilled workers in
the rural areas may significantly reduce the rural-to-urban migration of unskilled
workers. The third issue is unequal education opportunity and urban-rural income
disparity. The artical construct a theoretical modal composed of initial human capital,
education investment and income differentiation. It shows that the households
originally with the same economic endowments but different education endowment
will take different education growth routes, the income between the low- and
high-education families can be enlarged. urban areas have more high-educated
families than rural areas ,in contrast rural areas is composed of lots of low-educated
family. This means that income gap between urban family and rural family will be
widened by education. The key to solve this problem is taking active public policy,
government to collect the income tax from high-income families and providing
education subsidy for low-income families that promote equal education, rational
income and equilibrium development.

We have one innovation in this dissertation. Based on two areas model ,The
article established human capital overflow effects framework, with the research on the
interaction between economic growth and urban-rural location ,the dissertation
explains the asymmetrical features of human capital flowing in urban and rural
areas and its operational mechanisam, which widens the gap between urban and rural
areas; suggests stabilizing the rural human capital ,speeding up the construction of
small towns and developing town industry. And gradually narrowing the gap between

urban and rural areas .

Key Words: Rural; Human Capital Investment ; Overflow Effect;

Labor Flow; Unequall Education
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