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Abstract

This book holds the view that the research on inter industrial income
gap should adopt the analysis of subdivided industrial data to highlight the
industrial features by reviewing the literature. Meanwhile, weighted
calculation and unweighted calculation are both of significance to industrial
income gap divided by its different characteristics, hence both can not be
neglected. Compared to one —dimensional inequality index, industrial
income distribution can offer more information on the evolution of the
income gap. Based on the literature review, the paper summarizes the
reasons for the industrial income gap into three categories, namely, the
interpretation of mainstream economics, the “principle—agent” theory as
well as neo—classical category. In terms of fairness and efficiency standard,
the interpretations mentioned above falls into three levels: the reasons that
accord with the fairness standard, the reasons that doesn’t meet with the
fairness standard but conform to efficiency standard, the reasons that are
not consistent with the fairness and efficiency standard.

The research on the evolution and characteristics of the industrial
income gap in China shows that the income gap of Chinese industry
presents a trend of rapid growth as a whole. If the industry business scale is

not taken into consideration, simply seen from the income gap brought up
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by industrial difference, the problem of Chinese industrial income gap is
even more serious. The evolution of Chinese industrial gap will rise
significantly and slow down temperately under the influence of system
reform and macro—economic situation, and it gains certain volatility feature
in the rising trend. The most outstanding feature of the distribution of
Chinese income gap is that it presents a “the poor get poorer while the rich
get richer” Matthew effect. The changes in the industrial income
distribution of 1990~2000 remains as soaring income changes, on the other
hand, the changes in the industrial income distribution of 2000 ~2008
shows a soaring income change and a sharp income drop change, which
indicates a moderating trend to the pace of industrial income gap in China
and the presence of widening income gap implicates the potential motive for
a decline in industrial income gap.

In this paper, the analysis of the static and the dynamic panel study
are employed. The results indicate that industrial per capita profit,
proportion of industrial capital —labor ratio, the enterprise average size in
the same industry all have a positive influence on the industrial average
remuneration, the role that the state —owned proportion in the ownership
structure plays in the labor payment of per capital remain uncertain. While
the impact of Hongkong, Macao and foreign—owned industry is negative
and the influence of export—oriented industry is positive. The influence of
assert—liability ratio and sales ratios is uncertain. Considering the “ratchet
effect” in the income of real economic activity, the income that a worker
receives invariably can not deviate too far away from the previous period.
The research shows that the percent of this effect is 0.746, that is, the

income of the previous period can decide 74.6% of that of the latter period.
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Through the analysis of the error correction model, it shows that there
is long causality between the ratio of profits to cost and the industrial
average remuneration within different industries, that is the improvement of
the per capita profit and the ratio of profits to cost within industries will
promote labor payment. Meanwhile, higher labor payment will drive the
improvement of average profit and the benefit—cost ratio. But there is no
causal effect within the short term. Combing with the empirical test, it’s
found that the phenomenon of “efficiency wage” primarily comes from the
follow reasons explained by the “fair wage model” : only when the workers
think that they have a reasonable share of the abnormal profit, can they
work to the goal of maximizing profits for the employers.

For the monopoly impact on industrial income gap in China, this
paper shows that: the income between the monopoly and non —monopoly
industry is polarized; the income gap within the monopoly industry itself
has large contribution to the gaps of general income for all industries the
resulting income gap among industries became the main reason for
investigation the rising income inequality for the whole industry in China;
when the income of monopoly industry falls within a more reasonable
range, the inter industrial income gap in China will fall about 20% , that
is the high income level in monopoly industry causes the industrial income
gap to rise by 25%; comparing with the average level, the average income
in monopaly indl;stry is 70% higher than the non—monopoly one, of which
the unreasonable income level equals to 1/4 of average income.

From the results of nonparametric regression and panel threshold
model, the industrial income gap shows an upward trend during the

process of economic development in China. During the rising process,

> 3 .



€ =50z

except for a short acceleration in the middle, it’s generally stable. But the
error correction model panel shows that there is no necessary convergence
path in the upward trend. If the factors which cause the industrial income
gap to keep rising can be eliminated by reforms, then the income gap can
decline within a short term in China.

There are four innovations in this paper:

Firstly, using the continuous time series of industry —specific data,
the study in this paper makes up for the former researches which have
rough division for the industry categories, and fully highlights the features
of different “ industry” . Secondly, the author builds a theoretical
framework to explain the industrial income gap, rather than a simple
empirical research which takes the matter on its merits. Thirdly, it makes a
causal analysis for the industrial income gap, and doing empirical test for
the core argument—the hypothesis of “efficiency wage”. Fourthly, it makes
an empirical study about the original trend of industrial income gap during
the economic development, and examines whether there is convergence

between the two paths.

Key Words: Inter Industrial Income Gap; Influencing Factors;

Industrial Monopoly; Efficiency Wage; Economic Development



