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Abstract: The Gini coefficient is usually seen as the miggiortant index to evaluate income disparity. It
is also a key criterion for the government to magdevant decisions on income distribution. However,
there are many arguments over the estimations eofCthinese Gini coefficient. On the basis of critica
analysis of relevant literature and adopting a ra@proach, the authors present a series of Chinggse G
ratios from 1978 to 2003 and decompose them. Tatitleors’ best knowledge, such a long period series
of decomposed Chinese Gini coefficients cannotbed in current literature. In line with calcutatj the
authors argue that the contribution of the intnak@ini ratio to the national Gini coefficient hdeclined
since 1983, while the intra-urban Gini ratio playsnore and more important role in the whole-coustry
income inequality. However, the current dominanttda in the Chinese Gini coefficient is the Gini
coefficient between rural and urban areas, whidresha similar changing tendency with the natiodewi
Gini coefficient. Thus, studies on Chinese inconspatity should pay more attention to probing urbad
rural income inequality. Accordingly, the improvemieof Chinese income disparity should focus on

narrowing the rural and urban income gap.
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1. Background of Study

China has experienced a long-term high-speed edengrawth since 1978. Over the
two decades since 1978, the average Chinese pia cagl income has increased by a
factor of nine (see table 2). China’s economy aakdehistorically unprecedented growth
of income and rapid integration with the global mmmy. There was an explosive
increase in exports and China captured a very Isingee of foreign direct investment in
developing countries. However, the above extraargiachievements were accompanied
with a sharp increase in inequality between towd eountry, and between the coastal
areas and inland China (World Bank, 2002). Basedhenrelevant data oChinese
Statistical Yearboak income gaps are enlarging quickly among differegions and
different industries as well as different professiosince 1980s. By 1995, income
inequality in China had become greater than thahos$t other developing countries in
the region (Khan and Riskin, 2001).

Two of the most widely used methods for measurim@ine inequality are the Lorenz
curve and the Gini coefficient (Sloman, 1999). TWiai coefficient is the most important
index for evaluating the degree of income inequdften, 1984; Champernowne, 1998).
Due to the different calculation methods and dataces, the research results in the areas
of Chinese Gini coefficient show a big differenéang and Hu (1999) pointed out that
the Gini coefficient of Chinese inhabitants iska tntolerant stage. However, Lin (2000)
holds that the current Gini coefficient is reasdaaBimilarly, Chinese pre-premier Zhu
once said the Chinese Gini ratio was 0.39 in 2008 press conference, and thought it
was within the safety range. Therefore, how toneste the precise Gini coefficient is an

important issue in the studies on Chinese incorggadiity.

2. Different Estimations of the Chinese Gini Coeftiients

Current studies on the Chinese Gini ratio produseesvhat contradictory results in their
estimations. For example, different scholars am@hwizations present conflicting results
on the Chinese Gini coefficient for the same ye385L Chen (1997) believes the Chinese



Gini coefficient in 1995 is 0.365. In 2002, he afldou used two different methods to
calculate and gave two different the Gini coefintgeof 0.38392 and 0.41914 for 1995,
whereas Xiang’s figure (1998) is 0.3515, and tlseilteof Zhao, Li and Riskin (1999) is
0.445. The lowest figure, which Lin (2000) estinthtés 0.2354; Kanbur and Zhang
(2001) give a similar estimation (0.271). The higthégure, which Khan and Riskin
(2001) estimated, is 0.452 and it is 9% higher ttrenestimate reported by the World
Bank (1995) for the same year (0.415). The higfigsire is almost twice the lowest
figure. There are still no widely accepted estimagi of the Chinese Gini coefficient. As
the fundament to evaluate income disparity, lackaigauthentic estimations of the
Chinese Gini ratios, to great extent, restraingdésearch of national income inequality. If
further investigating the internal reasons, we finat such a huge gap in the estimations

basically comes from the following three aspects) (lifferent data sources]I() varied

methods K[I) other reasons.

(I ) Different data sources

The Chinese Statistical Yearbooks are used as tjernsecondary data sources to
evaluate Chinese income distribution. For exanpleen (1997), Chen and Zhou (2002),
Xiang (1998) and Lin’s (2000) studies mainly rely these yearbooks. There are many
arguments about the Chinese Statistic Yearbookankdmd Riskin (2001) point out that
the data were reported in too highly aggregatedra fto permit a careful analysis of
income distribution and poverty. Fang, Zhang and, £2002) also hold that the grouped
distribution data are less accurate. Thus, the @itio will be underestimated if it is
based on the data in the Chinese Statistic Yeash¢ede table 4), which ignore the

uneven income within each decomposed income group.

It is not commonly recognized that methods of atiiegy the household survey data used
to measure inequality differ widely between Chima ather countries. For an instance,
each member of a sampled household is requireedp & diary of all expenditures for
each day for 12 months in the urban survey in CHmaractice, it is impossible to have

confidence in the precise daily records of seledtedseholds, although each sampled



household can receive around 20 yuan per montfilliag in the complex income and
expenditure form. In contrast to China’s detailgdar-long data collection, surveys in
many other countries observe households for a waefqrtnight, or a month, and
estimates of income and consumption from theseogerare annualised by multiplying
by 52, 26, or 12 (Gibson, Huang and Rozelle, 2001Ehina, sampled households report
their incomes every month for a full 12-month pdridlo other country in the world has
such a comprehensive data collection method for tteeisehold income and expenditure
survey. In comparison to a household’s monthly imepits annual income is likely to
have less variability because peaks occurring pariicular month are often offset by
peaks in the opposite direction in some other mattine year (Deaton, 1995). Hence,
part of the difference in reported income ineqydtietween China and other countries
may just reflect the difference in the length oé tburvey period over which income is

measured in the various countries.

Another difficult problem in calculating the nat&nGini coefficient is that the Chinese
Statistical Yearbook provides two samples: urbad amal inhabitants’ decomposed
income distribution separately rather than one $anfpr all Chinese inhabitants’
decomposed income distribution. If the two samplesdirectly combined, it implies that
the urban population is the same as the rural ptipual For instance, the ratio of urban
over rural population was about 36:64 in 2000. Hetite sample of national inhabitants’
income distribution cannot directly be drawn simfsym a combination of the rural and
urban samples. Clearly, simply combining two sampleectly cannot estimate the Gini
ratio precisely. Despite its limitations, this setonly data source that is available to
researchers and consistently compiled for the gesfoeconomic reforms. (Fang, Zhang
and Fan, 2002). Owing to the limitations of datarses, some scholars narrow their
research scope and only focus on rural or urbaasata fact, rural and urban areas are
closely linked by capital and merchandise circolatas well as rural to urban migrants.
Isolated studies on rural or urban income distrdsutannot grasp the internal changing
trend and the integrated picture. For example,l daaour movement influences the
income gap between rural and urban inhabitantsuthan and rural income gap further

affects rural to urban migrants.



Using a sub-sample of the national household sume$988 and 1995 with some
adjustments to overcome the above shortcomingsnh kna Riskin (2001) observed an
increase in inequality in China, and their resalts cited extensively. Nevertheless, the
two sub-samples are not consistent; the surve@&8 Tovers 28 provinces, whereas the
later survey just covers 19 provinces. Hence,ithgdtions in their data are obvious. The
World Bank (1995), jointly with the National Bureaf Statistics (NBS), also offered an
estimation of the Gini ratio in 1995. Due to lindtenformation in their samples, the
quality of samples cannot be assessed. Howeveitasitn Khan and Riskin, the World
Bank’s estimation which were drawn from only twaaye lacked a clear trend, varying
from period to period. Owing to the amount of wakd costs, individual research or a
single organization cannot present the time seniahary data necessary to analyze the

Chinese Gini ratio at the current stage.

(IT') Varied methods

As mentioned above, when calculating the Chinesai @Goefficient, people will
encounter two separate samples and cannot confignedirectly. In order to overcome
this obstacle, Chen and Zhou (2001) present asstali means to compute the national
Gini ratio. Based on the actual urban and ruraufetpns, they give different weights to
the urban and rural samples first, and then integthe two samples together. The
method itself is unquestionable. But when they adpce two samples to reduce the
negative influence of highly aggregated data, tbely adopt some territories’ data to
represent the whole nation’s rich and poor groulpus] the reproduced samples cannot
precisely represent the reality of Chinese incoms&idution. Xiang (1998) tried to find
another way to reckon the national Gini ratio; mepdy gave a formula to calculate the

whole country’s Gini ratio. This formula is:
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Symbol Meaning

G ‘ The nation-wide Gini coefficient

Gu (Gr) The intra-urban Gini coefficient (the intera-ru@ihi coefficient)
Pu (Pr) ‘ The ratio of urban (rural) population to whole patpopulation
Yu (Yr) Per capita urban (rural) inhabitant’s income

Y ‘ PuYu+PrYr

However, he did not explain how the formula was uted. Regrettably, Xiang's
equation will be disproved in the following anakysi

(IIT) Other reasons

Many studies (the research office of Chinese STatencil, 1997, the research group of
Nankai University, 1990, Huang, 1999, and Liu ang 1991) on the Chinese Gini ratio
present only their final results and omit theiradaburces and methods. To some extent,
these estimations cannot be proved or disproverk,Hiee authors attempt to give some
empirical judgment. As statistical data has shoinom 1984 to 1985, the Chinese rural
urban income gap was the lowest since 1978, canelpgly, the national Gini ratio
decreased from 1978 to 1984 (see table 1). Huasgjimation (1999) spans 1978 to
1995. But, Huang held that the Gini ratio increaech 1978 to 1984. Additionally, due
to inability to access data sources at the houdelegkl, some research is based on the
provincial level per capita GDP (Zhang, Liu and Ya601) or per capita NI (Lin, 2000)
to estimate the Chinese Gini ratio. Obviously, itl&ni ratios cannot be compared with
the Gini coefficients on the basis of per capiteome directly, although per capita GDP
or NI strongly relates to per capita income. Kandnd Zhang (2001) construct a time
series of inequality by building up information ogal per capita consumption at the
provincial level; they admit “our measures do pdava lower bound on inequality over
this entire period.”

Most researchers agree that Chinese income digast been growing since reform and
open door policies were adopted. However, few stigirovide a comprehensive time
series of the national Gini coefficient from 1974&t is able to show the changing



tendency of income inequality. As a basic tool &ppraising the Chinese income
distribution, the Chinese Gini coefficient oughtlde precisely calculated. Although the
estimations of the intra-rural and intra-urban Gatio, provided by the Chinese Rural
Household Survey Team and Urban House Survey Teaspectively, are cited

extensively, as mentioned above, there is no ceddtimations of a series Chinese Gini

coefficient which is widely accepted.

3. The New Approach and Relevant Data Sources

In order to estimate the Chinese Gini coefficiectuaately, the authors decomposed the
Chinese Gini ratio (G) into three parts: the imugal Gini ratio (Gr), the intra-urban Gini
ratio (Gu) and the Gini coefficient between urbaral (Gur). In fact, the studies of the
decomposition of the Gini coefficients are not n@w econometrics. Pyatt (1976)
employs game theory to derive the Gini ratio whoetm be decomposed into different
class components. Later Cowell (1980) and Shorr¢tR84) also provide some new
analytical tools in this field. On the basis of matlgebra or covariance, these studies
offer cumbersome and complicated ways to derive deeomposed equation and
calculate the relevant Gini coefficients. Yao's §I9work has further improved previous
methods. In this paper, the authors present a siergle mathematical method to derive

the decomposed Gini ratios.

Supposing theth group income to total income Isandith group population to total

population isP; (i=1, 2, 3, ...m,... n); the average income itdi group isY; and
V<Y, <..Y,< Y.<)

Obviously,

L+l ,+00 +.1 =1

P+P+R+..P+.P=1

Additionally, making:
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Supposing the urban average income is higher theanraral average income. As
statistical data has indicated, the average incomsome decomposed rural groups is
higher than that of some decomposed urban grougrsngtance, average income of one
urban group is ¥and Y. represents average income of one rural group,Yput Yo
Under this circumstance, G will become G'.

G'=G, +JG +B8G andG-G'=G

Finally, G=G, +JG,+8G + G

Go arises from the re-ranked income groups. When aleutate G (Gu), the necessary

condition isY, < Y, <..< ¥<.. Y, (Y.< X,<..< Y<..Y. Ifrural and urban data are

integrated directly (according to the order, Ya,...Ye... Ym, Ymes, ... Y5... Y, Yi), we

cannot confirmY, < ,<...Y, < Y.< Yo<... . WhenY,2Y, Go>0. Here is a simple

example:

The different rank and relevant the Gini ratios

(1 (2
Yi P Yi P
Rural groups 50 0.2 50 0.2
100 0.2 100 0.2
200 0.2 250 0.2
Urban groups 250 0.2 200 0.2
400 0.2 400 0.2
Gur 0.25 0.2
Gr 27 1/3
Gu 3/26 1/6
G 0.34 0.34
G’ 0.34 0.32
Go 0 0.02

As the above table shows, with only two groups wetehanged in the column (2), the

relevant Gini ratios were totally changed angwas 0.02. According to actual urban and
rural population, we endow different weights to amband rural samples and integrate
two samples to calculate the national Gini rat@s 0.0014 in 2001, ¢ 0.002 in 2002.

It only accounts for a very small share of the @sanGini ratio and can be omitted. Thus,

if Gr, Gu, and Gur are known, the Chinese Ginior&i@n be approximately calculated.



When utilizing the decomposed formula to test tttome gap among different groups or
regions, the following precondition should be nm@gh-income gap among groups or

regions. Otherwise, &will be large and the Gini ratio will be underestited accordingly.

The coefficientd (B) represent the ratio of urban (rural) populationes the ratio of
urban (rural) income, i.e3, (B)= I, P, (Ir ). The decomposed Chinese Gini ratio consists
of three parts: the intra-urban Gini ratio, therantural Gini ratio and the Gini ratio
between rural and urban areas, so the correspordeffjcient for each part will b&,

and 1 rather than as Xiang postulated. This fornuala be utilized to calculate the
national Gini ratio, even if the rural and urbamgpées are separated. Moreover, it is also
possible to evaluate how much each part contribiotéise national Gini coefficient. The
Gu and Gr estimated by the Chinese Rural Househidey Team (RHS) and the Urban
Household Survey Team (UHS) will be employed disert this paper. In order to keep

the data concordance, the data, 0P| I, and R also come from UHS and RHS.

As the table 2 and 3 have shown, an obvious incgapehas existed between urban and
rural since 1978. gonly accounts for less than 1% of the nation’si @&tio. Hence, G
can be ignored. Based on Gu, Gr and Gur, the redti@mi ratio can be obtained (see
tablel). Additionally, In light of the formula ofedomposed Gini coefficient, assuming
the Khan and Riskin estimations (2001) of both Irarad urban Gini coefficient were
correct, the national Gini ratio, adopting the daposed formula, would be 0.426 and
0.341 in 1995 and 1988 respectively rather thabDand 0.382. The possible reasons
for these differences might be because (a) the cdturban to rural population in their
sample is doubtable; (b) their sample cannot reptethe reality of the whole national

income distribution.

Although using decomposed formulae to estimaten#it®nal Gini ratio cannot deal with
the problems of original samples and the precamditif a big income gap between rural
and urban inhabitants still need to be met, thifg@gch has more advantages than others

when calculating the Chinese Gini coefficient.



Firstly, it can overcome the problem caused by #paurban and rural samples. If the
intra-urban Gini ratio and the intra-rural Giniicaas well as the Gini ratio between rural
and urban are estimated, the whole country’s Gitiorwill be obtained directly. Some
scholars suggest to employ different provinces'setwld data to reproduce the national
household income data, such work needs 30 provigeasbooks as well as the rural to
urban population ratio in each province. All 30 ywnees’ data need to be re-ranked
according to income level. It is a tremendous té@d&o, many provinces’ historical data
cannot be obtained especially from the early penbdconomic reform. Thus, it is
impossible to calculate the nation-wide Gini rataring the whole era of Chinese

economic reform.

Secondly, the estimation of the Chinese Gini cordfit based on the rural and urban
household survey data is more precise than thenastin on the basis of the Chinese
Statistical Yearbook. Highly aggregated househotwine data in the Chinese Statistical
Yearbooks ignore the income disparity within eaebaimposed income group, the result
is Chinese Gini coefficient is around 4% undereated based on the Chinese Statistical
Yearbook (see table 4). The decomposed methodeirCtiinese Statistical Yearbook is
also questionable, for instance, it puts the rtoplincome group (average income over
3000 yuan) at over 20% of the total rural populatio 1996. In order to precisely
calculate rural income disparity, this group hasbéo further decomposed. When the
decomposed formula for national Gini ratio is uskedm the intra-rural and the intra-
urban Gini ratios which have been calculated byGhéese Rural Household Survey
Team and Urban Household Survey Team, it is nepedsaestimate the Gini ratio
between rural and urban inhabitants. Then we cdairola time series national Gini

coefficient.

Finally, the new approach will be employed to amalyhe trends in the national Gini
ratio. The decomposed nation-wide Gini coefficieosists of the intra-urban Gini ratio,
the intra-rural Gini ratio and the Gini ratio beewerural and urban areas. Thus, how
much each part contributes to national Gini ratia be calculated separately. Due to the

different coefficient of each part, the whole-cayigt Gini ratio does not mainly rely on



the intra-urban Gini ratio and intra-rural GiniicatFrom the decomposed formula, the
general changing trend and internal structure ef ational Gini coefficient will be
revealed. The detailed analysis will be in thedaiihg part.

4. Chinese Income Disparity: the Main Change Tendaes since 1978

On the basis of the decomposed formula of the maliini ratio, the Chinese Gini
coefficients from 1978 to 2003 are calculated. €all illustrates that the income
inequality in 2003 is about 1.75 times as muchhas inh 1985. From 1978 to 2003, Gu,
Gr and Gur increased by 213%, 173% and 157% raspBctAlthough the Gu and Gr
rose quickly, the influence of Gu and Gr on theiamatvide Gini ratio is limited. The
influence of the intra-rural Gini ratio on the matal Gini ratio decreased from 49.83% in
1983 to 15.34% in 2003, while the influence of iiea-urban Gini ratio on the national
Gini ratio increased from 3.41% in 1978 to 21.27192003. According to this trend, the
influence of the intra-urban Gini ratio on natiordisparity will rise as the urban

population maintains a sustained growth.

Whereas, the dominant factor on the national Gitibs, as table 1 shown, is Gur, Gur
has contributed over 50% to the national Gini raticce 1985. In 2003, it accounted for
63.39% of the national Gini ratio. In 2004, theatatrban inhabitants’ real income had
grown by 17.46 times when compared to 1978. Ondtmer hand, the total rural
inhabitants’ real income only increased 4.86 tirdasng the same period (see table 2).
The urban residents who accounted for 41.8% oh#ten’s population made up 69.74%
of the total nation’s income in 2004. Table 3 preésea clear picture of the income gap
between rural and urban inhabitants evaluated Ity teal income and nominal income
from 1978 to 2004. In addition, the intra-rural ahé intra-urban Gini coefficients did
not have any significant relationship to the coyistGini ratio as they rose or fell during
1978 to 2003. Figure 1 further illustrates the eloelationship between Gur and the
national Gini coefficient (=0.975) from 1978 to 2003. It means that Gur arel th
national Gini ratio shared a similar trend. It gogghout saying that Gur holds a

dominant position in the whole country’s Gini caei#nt. Therefore, more attention to



the study of Chinese income inequality should b&exhto analyse urban-rural income

disparity.

As the decomposed national Gini coefficient hasashdhe intra-urban Gini ratio and the
intra-rural Gini ratio contributing to the whole wary’s Gini ratio not only depend on
how big they are but also depend on their incontepapulation size. The increasing rate
of urban inhabitants’ income growth is much fashen that of rural inhabitants’ income,
total urban income is around two times as totadlrumcome, and the urban population is
about 72% of the rural population in 2004. Althougk urban population is lower than
the rural population, the influence of the intré&am Gini ratio to the national Gini ratio is

bigger than that of the intra-rural Gini ratio.

Moreover, table 1 states the nation-wide Gini raém be grouped into four stages: (1)
From 1978 to 1985 the national Gini ratio decreasBEie household responsibility
system introduced in 1978 provided farmers withatge control over assets and greater
incentives for production. Agricultural trade cotalis were also improved during 1978
to 1984. As a result of these measures, the incgapebetween urban and rural was
narrowed. Accordingly, national Gini ratio decline(®?) From 1985 to 1994 Gini
coefficient increased; in the post rural reform iger after 1984, when China
decentralized, opened up and experienced an egplosi trade and foreign direct
investment, inequality rose steadily. The increaseiral average income lagged behind
urban average income. With government policies $eduon more market oriented
economic growth, income inequality increased ardrtte of poverty reduction slowed
in rural area. The central government cut the nmatgprocurement price for grain in
1985. Meanwhile, input prices increased much fa#tan the government’s output
procurement prices. The result was an end to hid @utput growth of the previous five
years. The income gap between rural and urban itamb rose then the national Gini
coefficient went up. (3) From 1994 to 1997 Gur wdawn. In 1994, the national Gini
ratio reached 0.4, and Gur climbed to 0.2483 ctuistg 62.94% of the national Gini
ratio. In order to improve the income disparityvieeen rural and urban inhabitants, the

government raised the prices of agriculture pragluittis measure directly reduced the



urban-rural income gap; (4) Since 1997 up till ndke increase rate of urban average
income growth is higher than that of rural averep®me, and the Gur has risen again. In
2004, the government further raised prices of afjuice products and reduced some
unreasonable burdens that had been upon peasati® smicome gap between rural and
urban inhabitants narrowed again. Unfortunately thuentry into the WTO, room for
further increases in the price of agriculture pidus limited. In line with the agreement
on farming of WTO, the Chinese government has mddg reduce average import duty
to 15.6 per cent by 2005 from the average of 2&r3cpnt in 2001. Domestic prices for
wheat, soybean, corn, cotton, edible oil and @psrand sugar and sugar crops are 10 to
70 per cent higher than in the international markaus, it is impossible in future to add
to rural income by employing the leverage of thécgw of agricultural products
(Chinadaily, 2002).

In the light of the above analysis, the generaldref the national Gini ratio is very clear.
The table 1 reveals significant information: Guargs the same changing tendency as the
whole country’s Gini coefficient. Now that the Gisra dominator fact in the national
income inequality, the studies of Chinese inconexjuality should concentrate on the
income gap between rural and urban areas, andwiagohe urban and rural income gap

will directly improve the national income dispatrity

5. Suggestions

Reduction urban and rural income gap relies onissoes: population structure and per
capita income. Urban total income occupies the mstpare of total national income, if

the ratio of urban population continuously incresagte Gini ratio between rural and
urban inhabitants will fall. Another possibility that the increasing ratio of rural per
capita income is faster than that of urban pertaapcome. The ratio of urban to rural

per capita income would fall and nation-wide digyawould be reduced. From these
points of view, government policies should concatetron encouraging the urbanization
process and raising rural inhabitants’ income. Hmwehow to raise peasants’ income is

a difficult problem. Owing to entry into the WThe room to further heighten the price



of agricultural products is limited. Reducing thermhers’ burden can only achieve a
temporary effect, because all agricultural taxed f@es will be removed completely by
end of 2005. Township and village enterprises (TV&so face fierce competition from

both foreign and domestic rivals. They cannot @ayey role in absorbing rural surplus
labour. The rest methods to increase rural ressd@mtome will be investment in rural

infrastructures. But it cannot directly contribute heightening peasants’ income in the
short-term. However, if we shift our concentratfoom directly raising peasants’ income
to encouraging and organizing impoverished peasatdtowns or small and middle size

cities, we will find this an effective approachdope with Chinese income disparity.

First, it will increase rural per capita income.éto the reduction of poor, the average
rural income will rise. Then, the ratio of ruraludban per capita income will rise and the
Gini ratio will decline. Moreover, this method wibenefit rural poverty alleviation
directly. The speed of rural poverty reduction dodown since end of 1990s, although
the investment in poverty alleviation is continulgussing. Now, as rural poor incidences
are mainly concentrated in the remote west teyritawith a bad environment,
governments have taken different means to imprbge tondition. However, the results
are not optimistic, in such unfavorable geographiroundings, the poor cannot easily
access education, health care, employment and stieeal opportunities to enhance their
capabilities to subsist. Thus, migration should egracticable option. Furthermore,
government guiding, training and organizing ru@dur moves to small and middle
sized cities will relieve the pressure of rural mamgs flowing to big cities and reduce so
called “blind flowing”. However, nothing is perfeaural labour movement to cities will
make the situation of urban unemployment worseuahdn poor rise. From the point of
view of the whole country, the ultimate approaclsdtve Chinese income inequality and
poverty should pay great attention to creating nm@e jobs to absorb the huge rural
surplus labour and reduce urban unemployment. @Biyp creating new employment
opportunities mainly depends on economic developmehlthough economic
development cannot automatically solve Chinese nmalisparity, Chinese income

inequality cannot be settled without economic depelent.



6. Conclusions

On the basis of critical analysis of different esttions of the Chinese Gini coefficient,
this paper employed a new approach to calculatiegahinese Gini ratios from 1978 to
2003. This long period time series Gini ratios, exiivg the years of China’s economic
reform, cannot be found in relevant research arbbBmanwhile, the authors further
calculate how much each part (the intra-rural dndimtra-urban Gini ratio and the Gini

ratio between rural and urban areas) contributéisemational Gini coefficient.

In light of the resultshe influence of the intra-urban Gini ratio to thetional Gini ratio
has decreased from 49.83% in 1983 to 15.34% in,2088e the influence of the intra-
urban Gini ratio to the national Gini ratio hasrgesed from 3.41% in 1978 to 21.27% in
2003. According to this trend, the influence of thé&ra-urban Gini ratio to national
disparity will rise. However, the crucial factor the whole country’s Gini ratio comes
from Gini ratio between rural and urban areas. kkag contributed over 50% to national

Gini ratio since 1985 and shared the same tendamtlye national Gini coefficient.

Therefore, the concentration on studying Chinesernre disparity can shift from the
national level to exploring the income gap betwaamal and urban areas. Accordingly,
the improvement of national income inequality sklofdcus on narrowing the rural and
urban income gap. The authors suggest that organimnpoverished rural poor into
towns or small and middle size cities will narrovban/rural income gap then further
improve national income disparity. From the long,rthe ultimate approach to coping

with rural and urban income disparity will mainily on economic development.
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Table 1. The Chinese Gini coefficient from 1978 t8003

Year (D)Gur (2)Gr (3)Gu (4)Gini | (5)Gur/Gin(6)Gu/Gini | (7)Gr/Gini
1978 0.1803 0.2124 0.16 0.3022 0.5964 0.0341 0.36095
1979 0.1802 0.2245 0.16 0.3069 0.587p 0.03%5 0.37]73
1980 0.1813 0.2407 0.16 0.3142 0.5771 0.0371 0.3859
1981 0.1597 0.2406 0.15 0.2933 0.5444 0.0372 0.4184
1982 0.1355 0.2317 0.15 0.2659 0.509) 0.0413 0.449
1983 0.1183 0.2461 0.15 0.2575 0.459p 0.0421 0.4984
1984 0.1241 0.2439 0.16 0.2584 0.4808 0.0505 0.46092
1985 0.1291 0.2267 0.19 0.2552 0.5058 0.0646 0.42096
1986 0.1629 0.3042 0.19 0.3178 0.512p 0.0598 0.4276
1987 0.17 0.2889 0.2 0.3159 0.5382 0.0678 0.3939
1988 0.1717 0.3053 0.23 0.3264 0.526p 0.0782 0.3957
1989 0.1864 0.3185 0.23 0.343 0.5434 0.07§88 0.37[78
1990 0.1772 0.3099 0.23 0.3314 0.534) 0.0809 0.3844
1991 0.1984 0.3072 0.24 0.3494 0.564 0.0837 0.3482
1992 0.2205 0.3134 0.25 0.3689 0.597p 0.098 0.3094
1993 0.2412 0.3292 0.27 0.3938 0.6124 0.1008 0.2868
1994 0.2483 0.321 0.3 0.4008 0.6194 0.1145 0.26p1
1995 0.2358 0.3415 0.28 0.3934 0.5994 0.1088 0.2918
1996 0.2172 0.3229 0.284 0.3714 0.584P 0.1148 3.300
1997 0.214 0.3285 0.292 0.3709 0.576p 0.1209 0.3022
1998 0.2189 0.3369 0.3 0.3785 0.5784 0.126 0.29b6
1999 0.2377 0.3361 0.295 0.3886 0.611p 0.1546 8.233
2000 0.2506 0.3536 0.319 0.40868 0.613p 0.1732 6.213
2001 0.26 0.3603 0.323 0.419 0.6204 0.1848 0.1948
2002 0.2754 0.3646 0.32 0.4328 0.636p 0.1926 0.17111
2003 0.2824 0.368 0.34 0.4455 0.6339 0.2127 0.1534
Note:

1. Column (1) Gur comes from author’s calculation lbasa the data from th€hinese Statistical
YearbooksaandChina National Economy and Social Development Siedl Bulletinfrom 1978
to 2004.

2. Column (2) and (3) Gr and Gu come from tBkinese Yearbook Rural household Suraeg
Chinese Yearbook Chinese Price and Urban househaideyfrom 2000 to 2004.

3. Column (4) the Gini coefficients comes from autBoialculation based on the formula
G=Gur®Gu+Gr+G0

4. Column (5), (6) and (7) each component occupyirgy rihtional Gini coefficients come from
author’s calculation based on the formula G=G@u+3Gr+G0



Table 2. The main urban and rural income indexes iri978 and 2004

Year Urban Rural Urban Rural Chinese | Urban real |Rural real pe]  Urban Rural Chinese
nominal | nominal | inhabitants | inhabitants| inhabitants| per capita |capitaincom{ inhabitants | inhabitants | inhabitants
per capitd per capitg total nominal total nominall total nominal income (yuan) total real total real total real
income | income income income income (yuan) income income income
(yuan) (yuan) [(trillion yuan)|(trillion yuan)| (trillion yuan) (trillion yuan))| (trillion yuan)| (trillion yuan)
1978 343.4 133.6 0.0592 0.1056 0.1644 343.4 1336 .0592 0.1056 0.1648
2004 9422 2936 5.1194 2.2212 7.3406 1902.f 678l 1.0338 0.5130 1. 5468
The ratio of| 27.44 21.98 86.43 21.04 44.54 5.54 5.08 17. 46 4.86 9.39
2004/1978
Data source: re-calculating the data from @lgina National Economy and Social Development
Statistical Bulletinl978 and 2004
Table 3. The basic information of China populatiorand inhabitants’ income from 1978to 2004
Year | (1) Urban|(2) Rural pe| (3) Urban| (4) Rural| (5) Urban| (6) Rural ) (8) (9) Per |(10) Per(11) Ginif(12) Gur
per capita capita | per capitd per capitd populatiorjpopulatior] Urban/rural | Urban/rural capita capita
nominal nomial real real (%) (%) per capita per capita | nominal real
income income income | income nominal nominal income | income
(yuan) (yuan) (yuan) (yuan) income (yuan)income (yuan) (yuan) (yuan)
1978 343.4 133.6 343.4 133.6 17.9p 82.08 2.5704 7024.5 171.2 171.2] 0.302¢ 0.1803
1979 405 160.2 397.4 157.2 18.61 81.39 2.5281 2528 205.76 201.9| 0.3069 0.1802
1980 477.6 191.3 436.2 174.7 19.3p 80.91 2.496p 968.4 246.81 225.4] 0.314p 0.1813
1981 500.4 223.4 446.0 199.1 20.16 79.84 2.239p 399.2 279.24 248.9] 0.2938 0.1597
1982 535.3 270.1 467.9 236.1 21.18 78.97 1.981p 819.9 326.14 285.1] 0.2659 0.13%5
1983 564.6 309.8 483.8 265.5 21.6p 78.38 1.822p 2256.8 364.89 312.7] 0.2575 0.1183
1984 652.1 355.3 543.9 296.3 23.01 76.99 1.835¢4 351.8 423.59 353.3] 0.2584 0.1241
1985 739.1 397.6 550.7 308.2 23.71 76.29 1.858p 870.7 478.57 365.2| 0.255p 0.1291
1986 900 424 626.7 309.8 24.53 75.4B 2.122¢ 2.0233 540.72 387.4| 0.3178 0.1649
1987 1002 463 641.5 318.5 25.32 74.68 2.1641 2.0141 599.47 400.3] 0.3154 0.17
1988 1181 545 626.5 319.1 25.81 74.19 2.167 1.9636 709.15 398.6( 0.3264 0.1717
1989 1376 601 627.7 294.9 26.21 73.79 2.2895 2.1284 804.13 383.0/ 0.343 0.1844
1990 1510 686 680.2 322.2 26.41 73.59 2.201p 2.1114 903.62 4175 0.3314 0.1792
1991 1701 709 729.1 325.5 26.94 73.06 2.399p 2.2402 970.59 433.7 0.3494 0.1984
1992 2027 784 799.9 343.7 27.44 72.54 2.585b 2.32111127.44 | 473.5] 0.3689 0.2205
1993 2577 922 875.9 355.5 27.99 72.00 2.795 2.4637 1387.72 | 508.1| 0.3938 0.2412
1994 3496 1221 950.5 381.6 28.51 71.49 2.863p 2491 1872.11| 552.3] 0.4008 0.2483
1995 4283 1578 997.0 419.7 29.04 70.96 2.714p B.37% 2363.53 | 595.5 0.3934 0.23%8
1996 4839 1926 1035.3 474.7 30.48 69.52 2.512p 09.18| 2781.55| 647.1] 0.3714 0.2172
1997 5160 2090 1070.8 502.6 3191 68.09 2.468P 0B.13| 3008.54| 680.8] 0.3709 0.214
1998 5425 2162 1132.6 525.1 33.3b 66.695 2.509B 6Z.15| 3153.95| 719.5 0.3785 0.2189
1999 5854 2210 1238.2 545.( 34.78 65.22 2.648P 2D.27| 3477.38| 804.5] 0.3886 0.2377
2000 6280 2253 1317.7 556.1 36.2p 63.718 2.7874 93.36| 3711.58| 855.3] 0.4088 0.2506
2001 6860 2366 1429.5 579.4 37.6p 62.34 2.899¢ 72.46| 4058.44| 928.7] 0.419 0.24
2002 7703 2476 1621.3 608.4 39.1 60.9 3.1111 2.6633 4519.76 | 1042.4 0.4328 0.27%4
2003 8472 2622 1767.2 634.5 40.58 59.47 3.2311 52.78| 4993.01| 1138.1 0.445p 0.2824
2004 9422 2936 1902.7 678.1 41.9 58.2 3.2091 2.8060 5647.15 | 1239.( 0.279¢%
Note:

1. The data of column 1 and 2 are from @lgina’s Employment Situation and Policigsformation
Office of State Council of the PRC, 2004) abdina National Economy and Social Development
Statistical Bulletinfrom 2002 to 2004.

2.

The data of column 3 and 4 comes from author'sutaion based on th€hina Yearbook of

Rural Household Survey 20@hdChina National Economy and Social Development Siedil
Bulletin 2004.

3.

Economy and Social Development Statistical Bulletm 2002 to 2004.
4. The data of column 7, 8, 9, 10, 11 and 12 comen fothor’s calculation.

The data of column 5 and 6 are from @lainese Statistical Yearbook 2088dChina National



Table 4. Different estimations of the Gini ratio baed on different data sources

Figurel. The relationship between the national Ginratio and Gur

The relationship between the national Gini ratio aml Gur from 1978 to 2003
{RSQ(Gini,Gur)=0.972}
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Data source: data from table 1



