
Contents

1 Introduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1

1.1 Background and Literature Review . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1

1.1.1 Background of the Study . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1

1.1.2 Literature Review . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4

1.2 Main Characteristics of the Book and Its Structure . . . . . . . . . . . . . . . . . . 12

1.2.1 Main Characteristics of the Book . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12

1.2.2 Structure of the Book . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13

2 Concept of Income Distribution and Indexes and Methods

for Measuring Income Inequality . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15

2.1 Income Distribution and Major Indexes for Its Measurement . . . . . . . 15

2.1.1 Income Distribution and Its Studies . . . . . . . . . . . . . . . . . . . . . . . . . . . 15

2.1.2 Major Indexes for Measuring Income Inequality . . . . . . . . . . . . . 16

2.2 Lorenz Curve and Gini Coefficient and Their Estimation . . . . . . . . . . . 22

2.2.1 General Meaning of Lorenz Curve and Gini Coefficient . . . . . 23

2.2.2 Estimation of Lorenz Curve and Gini Coefficient . . . . . . . . . . . . 25

2.3 Meaning of Polarization and Its Measurement . . . . . . . . . . . . . . . . . . . . . . . 32

2.3.1 Meaning of Polarization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33

2.3.2 Indexes for Measuring Degree of Polarization . . . . . . . . . . . . . . . . 35

2.3.3 Measurement for Judging Trend of Polarization . . . . . . . . . . . . . . 41

2.3.4 Combined Perspectives to Judge Polarization . . . . . . . . . . . . . . . . . 43

3 Income Inequality of China’s Urban Residents and the Factors

Which Impact It . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45

3.1 Economic System and Structure in China’s Urban Area and Change

of Income Inequality of Urban Residents Since Reform . . . . . . . . . . . . . 45

3.1.1 Change of Urban Income Distribution System . . . . . . . . . . . . . . . . 45

3.1.2 Change of Urban Economic Structure . . . . . . . . . . . . . . . . . . . . . . . . . 47

3.1.3 Change of Income Inequality of Urban Resident . . . . . . . . . . . . . 48

xi



3.2 Main Factors Impacting Income Inequality of Urban Resident

and Its Change: Analysis from Income Components . . . . . . . . . . . . . . . . 50

3.2.1 Method and Its Development . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50

3.2.2 Main Factors that Impact Income Inequality of Urban

Resident: Analysis by Income Components . . . . . . . . . . . . . . . . . . . 55

3.2.3 The Main Factors that Impact the Change of Income

Inequality of Urban Resident: Analysis by Income

Components . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59

3.3 Main Factors Impacting Income Inequality of Urban Resident

and Its Change: Analysis by Household Characteristics . . . . . . . . . . . . . 62

3.3.1 Basic Method for Analysis . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62

3.3.2 Impact of Some Main Household Characteristics on Income

Inequality of Urban Resident . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 63

3.3.3 Main Factors that Impact the Change of Income

Inequality of Urban Resident: Analysis by Household

Characteristics . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 67

3.4 Main Factors Impacting Income Inequality of Urban Resident:

Analysis by Population Characteristics . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 67

3.4.1 Grouping by Population Characteristic . . . . . . . . . . . . . . . . . . . . . . . . 70

3.4.2 Decomposition Analysis by Population Characteristics . . . . . . 75

3.5 Impact of Some Macroeconomic Variables on Income

Inequality of Urban Resident . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 77

3.5.1 Economic Growth Since the System Reform . . . . . . . . . . . . . . . . . 77

3.5.2 Foreign Trade Since the System Reform . . . . . . . . . . . . . . . . . . . . . . 79

3.5.3 Inflation Since the System Reform . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80

3.5.4 Empirical Analysis of Impact of Macroeconomic

Variables on Income Inequality of Urban Resident . . . . . . . . . . . 81

4 Income Inequality of Chinese Rural Resident and the Factors

Which Impact It . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 87

4.1 Income Distribution System in Chinese Rural Area Before

and After System Reform and Change of Income Inequality

of Rural Residents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 87

4.1.1 Forms of Production and System of Income Distribution

and Their Impact on Income Inequality of Rural Resident

Before System Reform . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 87

4.1.2 The Change of Production Forms and Industrial Structure

in Rural Areas After System Reform . . . . . . . . . . . . . . . . . . . . . . . . . . 90

4.1.3 Gradual Enlargement of Income Inequality of Rural

Resident . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 92

xii Contents



4.2 Main Factors that Impact Inequality of Total Income Inequality

of Rural Resident and Its Change . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 93

4.2.1 Main Factors Impacting Income Inequality of Rural Resident:

Analyzing by Income Components . . . . . . . . . . . . . . . . . . . . . . . . . . . . 94

4.2.2 Main Drivers that Impact Change of Income Inequality

of Rural Residents: Analysis by Income Components . . . . . . . 103

4.3 Main Factors that Impact Non-agricultural Income Inequality

of Rural Resident and Its Change . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 106

4.3.1 Main Factors Impacting Non-agricultural Income Inequality

of Rural Resident . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 106

4.3.2 Main Factors Impacting Change of the Non-agricultural

Income Inequality of Rural Resident . . . . . . . . . . . . . . . . . . . . . . . . . 108

4.4 Impact of Non-agricultural Sector Employment of Rural

Labors on Income Inequality of Rural Resident . . . . . . . . . . . . . . . . . . . 110

4.4.1 Internal and External Factors Behind the Labor Transfer

to Non-agricultural Sector . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 110

4.4.2 Background of Rural Labor Transfer to Non-agricultural

Sector . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 113

4.4.3 Major Ways of Rural Labor Transfer to Non-agricultural

Sector . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 114

4.4.4 Phasic Change of Labor Transfer to Non-agricultural Sector 116

4.4.5 Impact of Labor Transfer to Non-agricultural Sector

on Income Inequality of Rural Resident . . . . . . . . . . . . . . . . . . . . . 119

5 Income Inequality of China’s Total Resident and the Factors

Which Impact It . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 125

5.1 Status Quo of Income Inequality of China’s Total Resident . . . . . . 125

5.1.1 Method and Data of Calculating Income Inequality

of Total Resident . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 125

5.1.2 Status Quo of Income Inequality of China’s Total Resident 127

5.2 Urban–Rural Inequality and Its Impact on Income Inequality

of Total Resident . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 129

5.2.1 Urban–Rural Income Inequality Since the Reform . . . . . . . . . . 130

5.2.2 Impact of the Urban–Rural Income Inequality on Income

Inequality of Total Resident and Its Change . . . . . . . . . . . . . . . . . 134

5.3 Impact of Urbanization on China’s Income Inequality of Total

Resident . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 137

5.3.1 Concept, Process, and Measurement of Urbanization . . . . . . . . 137

5.3.2 Situation of China’s Urbanization Since Reform . . . . . . . . . . . . 138

5.3.3 Theoretical Analysis on Urbanization’s Impact on Income

Inequality of Total Resident . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 140

5.3.4 Empirical Test on the Impact of Urbanization on Income

Inequality of Total Resident . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 146

Contents xiii



6 Impact of Rent-Seeking on Income Inequality . . . . . . . . . . . . . . . . . . . . . . . 151

6.1 Some Major Activities of Rent-Seeking in China and Their

Impact on Income Inequality . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 151

6.1.1 Economics Definition for Rent-Seeking . . . . . . . . . . . . . . . . . . . . . . 151

6.1.2 Origin and Expansion of Rent-Seeking Activities in China

Since Reform . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 153

6.1.3 Impact of Rent-Seeking Income on Income Inequality

of Urban, Rural, and Total Resident . . . . . . . . . . . . . . . . . . . . . . . . . 157

6.2 Economics Explanation for Rent-Seeking Activities in China . . . . 161

6.2.1 Unequilibrium of Interim Institutional Arrangement as a Spur

to Economic Entities’ Motive for Rent-Seeking . . . . . . . . . . . . . 161

6.2.2 Defects of Interim Institutional Arrangement as a Source

of Rent-Seeking Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 163

7 Forecast for Chinese Residents’ Income Inequality in the Future . . 165

7.1 Main Factors Influencing Trend of Income Inequality

of Chinese Resident . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 165

7.1.1 Main Factors Enlarging Income Inequality . . . . . . . . . . . . . . . . . . 165

7.1.2 Main Factors Reducing Income Inequality . . . . . . . . . . . . . . . . . . . 166

7.1.3 Conclusions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 167

7.2 Method for Forecast: Exponential Smoothing Model . . . . . . . . . . . . . . 167

7.2.1 Single Exponential Smoothing Method . . . . . . . . . . . . . . . . . . . . . . 168

7.2.2 Double Exponential Smoothing Method . . . . . . . . . . . . . . . . . . . . . 169

7.2.3 Holt–Winters-No Seasonal Method . . . . . . . . . . . . . . . . . . . . . . . . . . 169

7.2.4 Holt–Winters-Additive Method . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 170

7.2.5 Holt–Winters-Multiplicative Method . . . . . . . . . . . . . . . . . . . . . . . . . 171

7.3 The Forecast Outcomes for Income Inequality of Urban, Rural

and Total Resident, and Urban–Rural Income Inequality . . . . . . . . . . 171

7.3.1 Forecast Outcome of Income Inequality of Urban

Resident . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 171

7.3.2 Forecast Outcome of Income Inequality of Rural

Resident . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 172

7.3.3 Forecast Outcome of Income Inequality of Total

Resident . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 173

7.3.4 Forecast Outcome of Urban–Rural Income Inequality . . . . . . . 174

8 Conclusions and Policy Suggestions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 177

8.1 Main Conclusions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 177

8.1.1 Conclusions for Income Inequality of Urban Resident . . . . . . 177

8.1.2 Conclusions for Income Inequality of Rural Resident . . . . . . . 179

8.1.3 Conclusions for Income Inequality of Total Resident . . . . . . . 180

8.1.4 Conclusions for the Impact of Rent-Seeking Activities

on Income Inequality . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 181

xiv Contents



8.2 Policy Suggestions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 182

8.2.1 Policies for Promoting the Income of Low-Income

and the Poor Group . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 182

8.2.2 Policies for Regulating the Income of High-Income

Group . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 183

8.2.3 Policies for Developing Mid-Income Group . . . . . . . . . . . . . . . . . 184

8.2.4 Policies for Reducing Urban–Rural Income Inequality . . . . . . 185

8.2.5 Policies for Eliminating Rent-Seeking Activities . . . . . . . . . . . . 187

Appendix A . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 189

References . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 193

Contents xv



http://www.springer.com/978-3-642-24951-8


