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The Income Distribution Disparity in China:

A Study on the Status, Causes and Solutions

LIU Wei', WANG Can*, ZHAO Xiaojun®, ZHANG Hui*
(1. School of Economics, Renmin University of China, Beijing 100872
2. School of Economics, Peking University, Beijing 100871)

Abstract: With the rapid growth of China’s economy, the inhabitants’ income distribution disparity
in China has also increased drastically, which urgently requires the government to adjust the struc-
ture of income distribution. This paper firstly seeks to look into the evolution of China’s income dis-
tribution structure from three dimensions, namely, disparity between urban and rural areas, be-
tween regions and between industries. Then an in-depth analysis is conducted which reveals that in
China’s economic development, the increase of income inequality of residents can be attributed to
four main factors, including mobility, regional development strategies, tax structure and trade lib-
eralization. Finally, this paper suggests that China should pay more attention to maintaining the
balance of economic growth and the adjustment of income structure In the short term, we should
strengthen the transfer payment to achieve reasonable income redistribution, and prudently use easy
monetary policy to avoid aggravating income inequality; in the long run, factor market reform and
supply-side reform should be promoted and scale and functional income distribution structure be op-
timized In addition, property tax should be levied and education equalization be enforced so as to
avoid the intergenerational transmission of income distribution disparity and improve the quality of
economic growth in China,

Key words: income distribution; mobility; regional development strategy; fiscal policy; monetary policy
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