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Figure 16: Income Disparity and Property Infringement (1981–2007) 
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Note: Urban and rural incomes have been deflated by urban and rural CPIs, respectively, except for the years of 
1981 to 1984, and 1986 to 1989, because of a lack of CPI data in these years. 

Sources: NBS, China Statistical Yearbook (1988-2008) and the authors’ calculations.  

The existing literature has also confirmed the relationship between poverty reduction and 
income inequality. Using data from Sichuan and Shaanxi provinces in the PRC, Zhang, 
Huang, and Rozelle (2003) find that changes in the poverty rate can be mostly explained by 
economic growth, and that economic growth is vital for poverty reduction. However, poverty 
alleviation policies in the PRC have had almost no effect. Yao, Hanmer, and Zhang (2004) 
find that poverty can be significantly affected by inequality. According to their estimate, for 
PRC urban areas, poverty would rise by about 15% or 30%, depending on whether the high 
or low poverty line were used, if the Gini coefficient were to increase by 10%. The 
corresponding increases in rural poverty would be approximately 21% and 35%, 
respectively, which implies that poverty ratio is more sensitive to income distribution in rural 
areas than it is in urban areas. 

Inequality may also influence a person’s health. Using individual data from the China Health 
and Nutrition Survey (CHNS), Li and Zhu (2006) discovered an inverse-U correlation 
between self-reported health status and income inequality. Their results also show that rising 
inequality could increase the probability of one’s engaging in health-compromising behavior, 
such as smoking and alcohol abuse. Similarly, Feng and Yu (2007) also find an inverse-U 
correlation between income inequality and health in rural areas of the PRC.  

Some more interesting studies relate happiness and public trust to income inequality. Using 
2002 Chinese Household Income Project Survey data, Jiang, Lu, and Sato (2008) examine 
the effect on individual’s self-reported status of happiness posed by identity related 
inequality. Their empirical results reveal that compared to urban residents, migrants without 
urban household registration (hukou) suffer more from the average income gap between 
groups with and without local urban household registration (hukou). Lu and Zhang (2008) 
show some evidence that income inequality at the village level is detrimental to public trust in 
rural areas of the PRC, but their finding is not robust if using different measurements of 
inequality. 

In addition to the fact that income inequality is harmful to economic growth, income mobility 
also falls when income disparity increases. Using China Health and Nutrition Survey data, 
Ding and Wang (2005) measure the income mobility of households in the PRC from 1989 to 
2000. Their findings imply that income mobility in the PRC has been maintained at a 
relatively high level during these eleven years, compared with the measured income mobility 
in Belgium, Germany, and the US reported in Kerm (2004). These positive results may 

20 


