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Does the Formal Network Exacerbate Income Inequality Among Rural Residents

——Based on the Survey of 320 Farmers in Fujian and Anhui Provinces

Wang Yijia, Zuo Xiaofan, Huang Senwei

(Institute of Sustainable Development. Fujian Agriculture and Forestry University» Fuzhou 350002, China)

Abstract: The formal network is an important part of social network. It may affect the income of
rural residents through various ways, and this effect may cause income inequality due to the difference
in income groups. Based on the field survey of 320 farmers in Fujian and Anhui provinces, this paper
studies the impact of formal networks on rural residents’ income inequality by establishing a quantile
regression model (QR) and instrumental variable quantile regression model (IVQR). The results
show that: (1) there is endogeneity between the formal network and the income of rural residents, in-
dicating that it is necessary to adopt the instrumental variable model; (2) the formal network has a
significant positive impact on the income of rural residents, and the urbanization process promotes the
increase of rural residents’ income; (3) The official network does not exacerbate income inequality a-
mong rural residents, but alleviate the current income gap in rural areas. Therefore, it puts forward
the policy of further promoting the urbanization process, implementing the vocational training in rural
areas, and establishing the official network of government subsidies and enriching rural residents, to
ensure the “precise identification” in the implementation of the “precise poverty alleviation” policy.

Key words; formal network; income inequality; rural residents; IVQR; Fujian Province; Anhui Province



