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Abstract |

With the rapid economic growth in China, the income gap is
gradually increasing. The GINI coefficient of China in 1994 is
0.434 that exceed the international warning level 0.4. Since
then, it was increasing, it was 0. 47 in 2009. Some scholars be-
lieved that the GINI coefficient in China has even reached the
high-risk lines 0.59, which close to internationally recognized
high-risk line of the income GINI coefficient 0. 6. Once over 0. 6
it will lead to social upheaval. In China, income inequality leads
to consumption inequality that will hinder the development of
China to a higher stage. So it is important for China’s moderniza-
tion and socialist harmonious society construction to optimize cap-
ital allocation of social income.

Paper cut to theme in perspective of joined public finance ad-
justment to change market regulation, emphasizing how the pub-
lic finances adjust the income gap. The paper begins with the

causes and influencing factors of income gap between of Chinese
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residents. The final settled in the operation of public finance pol-
icy, which can reduce the income gap. The ideas are as follows:

Firstly, by learning literature we found that: 1. In China
this is less microscopic study in the influence factors of income
gap, which is due to the lack of micro panel data, such as gender
discrimination, family structureother factors. So in this context,
paper uses the latest in China Health and Nutrition Examination
Survey (CHNS database) data to characterize the microeconomic
factors affecting the income gap. 2. Literature lack of systematic
data to quantify and scientific address in the empirical analysis on
causes and effects of factors on the income gap, even if there are
few research literature, but also only for a particular aspect (clas-
sification of the job market, tax attributes, etc. ). So, this paper
will be in accordance with the existing theories as much as possi-
ble and quantify the factors affecting the income gap, and more
focused on quantitative analysis of the effect among these factors.
3. The paper pay more attention to the analysis of various as-
pects of public finance adjustment between factors and the income
gap during analysis of the relationship between income disparity
and public finance. Since most scholars are busy anglicizing how
fiscal policy to adjust the income gap and income gap only by one
aspect of fiscal policy in the public financial perspective, such as
talking about tax how to adjust the income gap. Relatively, this
paper will examine the public financial system in all aspects to a-
nalysis public financial how to enhance or weaken the relationship
of the factors and income gap, in order to adjust the income gap.

The final proposed on fiscal policy recommendations to narrow



the income gap are based on adjusting the effect of public finances
in order to achieve the policy objective of narrowing the
income gap.

Secondly, comparative analysis is to understanding of the
status of China’s income gap, by compare with national and inter-
provincial in China and income gap between developed and develo-
ping countries. We can better grasp the status of the income gap
in China by comparison China with international countries, the
United States, United Kingdom, Australia, India, and Brazil.
We can see that compared to both developed and developing coun-
tries, Chinese income gap are bigger than them, which is one of
the countries with more inequality of income gap.

Thirdly, paper analysis the factors that affect the income gap
and determine their impact direction. First, according to the ex-
tract of the factors that affect the income gap in the literature re-
view, combined with CHNS database and the statistical data, we
were able to quantify 14 influencing factors. They are used to
construct a panel data model to analysis the significant impact of
factors on income gap.

Fourth, the paper analyzes taxes, the structure of fiscal ex-
penditure, and social security spending and transfer payments by
adjusting the moderating effect on influencing factors to affect the
income gap. So in this paper public finances through the modera-
ting effect enhance or diminish the impact the relationship of be-
tween factors and income gap, which fulfill function adjusting in-
come gap. Adjusting the moderation model results we can see,

whether the taxes in the tax system or the financial expenditure-

Abstract
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there is to narrow the income gap and widen income gaps, we
should optimize the tax system and fiscal expenditure structure in
order to narrow the income gap. Social security expenditure and
transfer payments are good at narrow the income gap, so they
should be improved, and thus play their function to adjust the in-
come gap.

Fifth, the conclusions of the thesis and the policy sugges-
tions of tax, fiscal expenditure structure, Social Security, trans-
fer payments to achieve the goal of narrowing the income gap.
Through the study we found that fiscal and taxation policies
which can narrow the income gap: At tax we need to: 1. Estab-
lishment the tax control system like this the income tax, property
taxes as the main taxes, other taxes for the supplementary.
2. Gradual improves the property taxes. Property tax can adjust
the stock of social wealth; it is a useful complement to the income
tax. 3. Deepen the reform of personal income tax, and enhance
the regulation of the personal income tax on the income gap.
4. Expand the scope of the collection of resource tax., change the
amount levied for price levy. 5. Establishment the tax system-
needs to follow the principle of people-centered, different people
different taxes and expenditure: 1. China’s government need to
moderately increase financial expenditure on the people’s liveli-
hood. 2. The expenditure need to establish in order to achieve
the equalization of public services and need to pay more attention
to the fair. 3. Reduce the proportion of the general public ex-
penditure spending in fiscal expenditure. 4. Broaden the “three

rural” spending and the coverage of subsidies. Transfer pay-



ments: 1. Reasonable to determine the size of transfer pay-
ments. 2. Reasonably determine the standard of the balance
transfer. 3. Design transfer payment system need to determine a
reasonable payment standard, give full consideration to the vari-
ous regions, the specific circumstances of each family, fully em-
bodies the principle of people-centered; give diflerent regions,
different groups’ different payments. 4. To improve the super-
vision mechanism of the balance of Transfer payments.

In addition, during the international comparison and testing
of an empirical model, we also can improve the fiscal and tax sys-
tems with macro-control function to provide a favorable environ-

ment for Chinese sustainable economic and social development.

Abstract
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