
ADBI Discussion Paper 85  Shantong Li and Zhaoyuan Xu 
 

28 

Figure 22. Decomposition of Inter-provincial Income Disparity into Urban and Rural 
Areas based on Per Capita Household Consumption 

 
Source: Provincial Statistical Yearbooks 2006 (31 provinces). 

The results of the decomposition indicate that the inter-urban areas income disparity based 
on the level of household consumption increased relatively faster, but its share in total 
disparity is still very small. In 1984, the Theil index of the level of household consumption 
among urban areas is only 0.002. This reflects that the disparity of consumption among 
urban was small by that time. This index grew to 0.017 in 2005, which is 7 times the value in 
1984, but the disparity of consumption level of urban areas accounts for only 7% of the total 
value of disparity. Similarly, the Theil index of household income among urban areas grew 
from 0.002 in 1984 to 0.014 in 2005; its share of total disparity increased from 4.5% to 6.3% 
(Figure 22). 

Figure 23 Decomposition of Inter-provincial Disparity into Urban and Rural Areas 
based on Household Income 

  
Source: Provincial Statistical Yearbooks 2006 (31 provinces). 

There was also an increase in regional disparity to some extent among the rural areas. Like 
the disparity among urban areas, this inter-rural disparity also has a relatively small share of 
total disparity. The Theil index of the level of consumption among rural areas increased from 
0.017 in 1984 to 0.026 in 2005, but its share in total disparity decreased from 21.4% to 
11.1% in the same period. The Theil index of household income disparity among rural areas 
increased from 0.017 to 0.029 in the same period, and its share of total disparity decreased 
greatly from 38.8% to 13.3%. 

Rural-Urban

Rural-Rural

Urban-Urban

0.00

0.05

0.10

0.15

0.20

0.25

1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004

T
h
e
i
l
_
L
 
i
n
d
e
x

56.7%

80.4%

Rural-Urban

Rural-Rural

Urban-Urban

0.00

0.05

0.10

0.15

0.20

0.25

1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004

T
h
e
i
l
_
L
I
n
d
e
x

81.9%

75.7%


