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Table 1 The factors behind the temporary changes of China’ s regional inequality
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2002 ~2007
4 GDP 10%
o
4.1 Theil
Duan 2002 6.93% 2007 6.51%9,
IRIOP ¥ . .
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2002 2007 2002~ 4.2.2
2007 3 2002  ~2007
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2002 ~2007
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Table 2 GDP per capita in the eight regions and the regional disparity in China
GDP( /) (%)
Te T, Ty
2002 16.62 | 28.67 | 16.64 | 23.23 | 17.80 10.05 9.91 8.57 [6.93 | 1.54 2.49 4.92
2007 27.97 | 50.91 | 32.40 | 43.00 | 31.38 19.23 21.10 15.32 [ 6.51 | 1.39 1.89 4.87
11.0% (12.2% |14.3% | 13.1% | 12.0% | 13.9% | 16.3% | 12.3% |-0.42| -0.15 | -0.60 | —0.05
D TNTe T Ty N N N .
3 2002 ~2007 (%)
Table 3 The decomposition on Chinese regional income disparity 2002 —2007 ( %)
Gini
(1) (2) (3) (4) (5) (6)
E(d,) -2.34 -0.42 -0.29 -1.98 -1.72 -3.12
E(d,) 0.33 -0.01 -0.81 0.69 0.33 0.43
E(d,) 0.78 0.15 0.34 0.57 1.2 0.96
E(el) 1.08 -0.01 0.12 1.04 1.02 1.6
E(e’) -0.09 0.06 -0.01 -0.12 -0.09 -0.17
E(eh) 0.16 0.21 -0.04 0.07 0.19 0.18
E(e?) 2.67 0.73 0.34 2.15 2.18 3.94
E(e?) -0.12 -0.02 -0.07 -0.08 -0.1 -0.24
E(e?) -0.06 0.07 0 -0.1 -0.02 -0.14
2.41 0.76 -0.42 2.24 2.99 3.44
E(A) -0.09 -0.21 -0.02 0.02 0.27 -0.17
E(C) -1.51 -0.6 -0.11 -1.15 -1.8 -1.94
E(w) -0.74 0 -0.12 -0.68 -0.73 -0.88
-2.34 -0.81 -0.25 -1.81 -2.26 -2.99
-1.15 -0.35 -0.10 -0.92 -1.15 -1.23
0.66 0.25 0.17 0.45 - 0.57
-0.42 -0.15 -0.60 -0.04 -0.42 -0.21
4 (%)
Table 4 Market share of final products ( %)
9.95 5.44 12.22 18.79 14.28 20.29 7.33 11.70 100
2002 4.05 6.18 5.85 23.35 58.11 1.08 0.44 0.95 100
5.70 9.45 8.17 36.91 27.64 5.52 2.48 4.14 100
8.81 6.24 13.78 20.00 13.83 19.21 6.67 11.46 100
2007 2.90 5.85 6.14 38.91 43.68 1.59 0.31 0.62 100
4.94 10.75 11.06 36.60 23.02 5.95 4.63 3.05 100
4.2.4
2007
2002 1.51%.
3 5
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. Fu
2002 71.69% ”
2007 39 . [ ”
64.95% .
5 0.74% .2002  ~2007
. 2007
2002

3.34% 4.32% 3.36% 2.83%. .
5 (%)

Table 5 The market share of regional intermediate input ( %)

87.63 71.69 86.81 88.36 80.85 84.45 72.11 86.98
8.72 20.26 6.99 4.75 9.23 12.86 17.8 9.13
2002
3.65 8.05 6.2 6.89 9.92 2.69 10.09 3.89
100 100 100 100 100 100 100 100
84.05 64.95 82.62 85.25 77.45 82.11 70. 89 84.33
10.51 23.66 6.86 4.5 9.8 12.97 16.97 9.82
2007
5.44 11.39 10.52 10.25 12.75 4.92 12. 14 5.85
100 100 100 100 100 100 100 100
4.2.5
2002  ~2007 4.3
SDA
0.6% 0.5% 2007 IRIOP
0.8% 0.5%.
40 . 3
RAS
2002 [RIOP *“®
1.15%.
SDA ) 3 (5)
2002  ~2007
@
@ 2002 ~2007 16% 11% 13% 7% .

@ RAS
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Dynamic of China’s regional income disparity and its determinants: A
domestic value chain perspective

DUAN Yu-wan'* JI Ting"
1. School of International Trade and Economics Central University of Finance and Economics Beijing
100081 China;

2. Global Economic and Sustainable Development Center School of Central University of Finance and Eco-

nomics Beijing 100081 China

Abstract: This paper investigates China’ s annual regional income inequality from 1995 to 2012 based on the
Theil index. The results prove that China’ s regional inequality has declined steadily since 2003. In order to
further investigate the underlying mechanism behind this phenomenon a theoretical model is constructed based
on a special multiregional input-output model which explicitly distinguishes the production for processing trade
and other productions. Then structural decomposition analysis is adopted to quantify the contribution of each
determinant to the change of the regional inequality. The results show that the change in input structure has
considerably decreased the regional inequality while the final demand has substantially increased it. Special—
ly the rapid expansion of domestic final demand the deepening production interdependence among regions
and the population shifts from the less-developed regions to developed ones are the main drivers of the decrea—
sing regional disparity. Our empirical results have important policy implications to shrink the regional inequali—
ty and promote a balanced development among regions.

Key words: regional income inequality; input-output model, domestic value chain; processing trade;

input structure
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Appendix Table 1 The interregional input-output table capturing processing trade: Two region case
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