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Relative Income Differences and Research Fund Allocation .
Why Is Current Research Fund Allocation in Colleges
and Universities Basically Effective in China?

SUN Zao, LIU Kun

(School of Economics and Finance, Xi’an Jiaotong University» Xi’an 710061, China)

Abstract: Under a principal-agent theory framework. this paper characterizes the effect
of the allocation structure of government research funds among colleges and universities in
different regions on the use efficiency of research funds by teachers. Income differences a-
mong colleges and universities may affect the incentive of teachers engaging in research activ-
ities, eventually affecting the allocation efficiency of research funds. Using provincial panel
data from 2001 to 2010, it further estimates the effects of the allocation structure of govern-
ment research funds among colleges and universities at different income levels on research to-
tal factor productivity. It comes to the following results: firstly, income levels of college
teachers have significant impacts on research output efficiency, which is higher in the regions
with higher income level; secondly, compared to research funds, general education funding
makes a greater contribution to research output efficiency in colleges and universities located
in low-income regions.

Key words: income difference; research fund allocation; research TFP; college and u-
niversity
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