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ABSTRACT

This book is a collection of the author’s recent
works on income distribution, containing both
methodological and empirical contributions. It
covers most areas of the subject matter, :inclu-
ding inequality measurement and decomposition,
causes or sources of inequality, and consequences
of changing inequality. Policy implications are
discussed whenever appropriate. The book will
be a useful reading to those who are interested in
the latest development in inequality studies and
in relevant applications to China.

Apart from the overview of Chapter 1, there
are five chapters focusing on methodological is-
sues. Conventional approaches to inequality
measurement and decomposition are outlined in
Chapter 2, followed by the newly developed re-
gression-based decomposition of inequality in
Chapter 3, and spatial decomposition of inequali-
ty in Chapter 4. Chapter 5 proposes a novel tech-

nique for generating unit-record observations



from grouped data. Unit-record data are usually
needed for analyzing poverty and inequality. The
well-known Kuznets hypothesis is taken up in
Chapter 6, which demonstrates the need to allow
for nonlinearity in the specification of the
Kuznets curve.

The remaining chapters are empirical studies
based on Chinese data. Chapter 7 explores the
impact of globalization on regional inequality in
China, finding the declining importance of loca-
tion and increasing importance of trade and open-
ness in driving the regional inequality. The con-
troversial growth-inequality nexus is carefully
examined in Chapter 8, concluding with a nega-
tive nonlinear relationship, both in the long-run
and in the short-run. Chapter 9 represents an ap-
plication of the regression-based inequality de-
composition to account for the level of regional
inequality in rural China while Chapter 10 exam-

ines changes in the level of regional inequality in



rural China. Each change is attributed to altered
means and dispersions/inequalities of different
income sources. Instead of using income as a
welfare measure, Chapter 11 relies on consump-
tion data to analyze convergence among regions
in rural China,

Chapters 12 and 13 are concerned with the
impact of inequality on poverty in China, both
based on extensions to the popular Datt-Raval-
lion decomposition procedure, The detrimental
effects of rising inequality on poverty alleviation
are supported by data from rural (Chapter 12) as
well as urban China (Chapter 13). In Chapter
14, the conventional decomposition is utilized to
reveal the regressive nature of transfer income in
China, which might'be surprising but implies the
potential of curbing inequality in China by insti-
tuting an adequate social safety-net. What is
unique about Chapter 15 is that it uses household

unit-record data to quantify sources of income in-



equality, confirming the dominance of physical
capital in constituting regional and inter-house-
hold inequality in rural China. Finally, Chapter
16 documents the trends and causes of regional
inequality in rural China, containing an interest-
ing comparison of decomposition results given by

both traditional and Shapley decompositions.



