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Over the past 35 years since the reform and opening-up, China has experienced 
an unprecedented rapid economic growth with its economic aggregate 
ranking the second globally. Meanwhile, people’s living standard and overall 
social development have also progressed greatly. The proportion of poverty 
population has decreased from 80% at the early reform stage to 11.8% 1 in 2009. 
The average life expectancy has increased from 67.8 in 1981 to the current 74.8. 
In the same period, education received by the 15-year old or above has grown 
from 5.3 to 9.5 years in 2009 (China Development Research Foundation, 2010). 
All these changes are the cornerstones for the China Miracle.

However, other issues attract our attention as well: the Gini coefficient of 
income in 2012 still remained above 0.47; over 100 million people are living 
under the absolute poverty line; the urban-rural and regional disparity exists 
in education and health, as well as access to basic public service, like social 
security, health care and education. With this in mind we cannot rush to 
conclude that China’s development prospect is secured. The inequalities 
of development opportunities and results cannot be neglected or solved 
automatically. 

In China’s context, severe economic and social inequality threatens not only 
people’s belief in justice, but also restricts fundamental elements for economic 
and social development. The big income gap has now become the key reason 
for over-saving and under-consuming (Wang Xiaolu, 2007). The long-lasting 
worsened inequality will damage the foundation for social cooperation. Studies 
have found that since the 1990s, the widening income gap had become one of 
the major reasons for the solidification, opposition and confrontation of social 
classes in China (Sun Liping, 2003; the research group of Lu Xueyi, Chinese 
Academy of Social Sciences, 2010). For all the stakeholders to co-exist in 
harmony and dignity, and to share benefits brought by social cooperation, the 
mechanism for benefit distribution among interested groups must be adjusted 
so as to solidify agreed recognition and understanding for social and economic 
reform (Yao Yang, 2004). 

This paper aims to present a systematic review on China’s inequality issues 
regarding economic and social development from the human development 
perspective. It analyzes the changing tendency, causes and new achievements, 
and proposes recommendations to address the challenges on the worsening 
inequality. It is structured as the following: part II introduces the analytical 
perspective and framework; Part III investigates the inequality in income 
distribution, property distribution, economic opportunities and income poverty; 
Part IV focuses on social inequality, covering education, health and social 
welfare; Part V pays attention to environmental inequality; Part VI analyzes 
causes for this economic and social inequality by emphasizing impact of 
institutional mechanism factors, and puts forward policy recommendations to 
promote equality.

2.INEQUALITY UNDER THE HUMAN 
DEVELOPMENT PERSPECTIVE
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1. Based on the World Bank poverty headcount ratio at $1.25 a day
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2.1 The human development perspective

The human development perspective is based on the theory of capability 
approach, referring to the capability that people do what they want to do and 
be what they want to be 2. The introduction of this capability approach is a 
revolution for modern development concepts. Different from subjective feelings 
like effectiveness and happiness in the economics, capability represents 
an objective existence. Also, unlike material wealth adhered by traditional 
development theories, capability highlights people’s inherent ability; and 
compared to the political and procedural freedom held by libertarians, capability 
involves all kinds of substantive freedom in people’s life. It highlights not only 
processes but also results (Sen, 1999).

Based on the capability approach, UNDP has published the first Human 
Development Report (HDR) in 1990 and put forward the concept of human 
development. This perspective is a standard framework relevant to personal 
welfare, social distribution as well as policy design and evaluation (UNDP, 1990, 
Fukuda-parr and Kuman, 2004), which defines development as the process of 
expanding people’s scope of choices by focusing on their life quality, freedom 
and opportunities as well as what people are truly capable of and what they 
can become. Under this perspective, one’s life improvement is of fundamental 
significance. Whereas, the increase of material wealth, often highlighted in 
traditional development concepts, functions as the tool to enable people to live 
in a way as they wish.  

Human development is a multi-dimensional concept, and yet in the actual 
policy practice, people focus more on those significant aspects. The Human 
Development Report listed two preconditions to identify the most important 
capabilities: first, it is of universal value and highlighted by people all around 
the world; second, it is a basic ability, without which many other capabilities 
would be hindered. On these two criteria, series of Human Development 
Report produced by UNDP have attached special attention on the following 
dimensions: (1) long and healthy life; (2) education; (3) decent life and dignity. 
Guided by these dimensions, UNDP began to introduce human development 
index (HDI) since 1990 as a measurement to evaluate the human development 
level in all countries. However, human development shall not be confined to the 
above three, but to include more aspects: empowerment, public governance, 
environment, human rights, etc. (Liu Minquan, 2009). Moreover, this perspective 
emphasizes on the agency of development, meaning people are not merely 
passive ones to enjoy benefits of development, but participants and creators in 
the development process (Sen, 1999). 

2.2 Discussion framework of inequality

Five basic questions need to be answered in investigating inequality as they 
form the framework for research. They include inequality on what, whose 
inequality, why inequality exists, consequences of inequality and how to 
address inequality.

Inequality of what?

The answer involves value orientation and methodology of this research. This 
paper builds on the human development perspective, and mainly investigates 
inequality about people’s capability and their living quality, not confined to 
inequality in income, property, and consumption. To be more specific, it studies 
inequality in living standard, education, health, all sorts of public services, 
acquisition of natural resources and ecological environment. 

Inequality among whom? 

This question investigates distribution of valuable things among different 
groups, and by estimating the level of inequality it proposes priority intervention 
areas and targets. In this paper, based on the available literature and data, 
we mainly focus on the urban-rural inequality, regional inequality, migrant- 
city native resident inequality, gender inequality and age inequality. In the 
analysis of natural resources and ecological environment equality, we pay more 
attention to the inequality between generations—intergeneration inequality.

Why inequality exists? 

There is a long history of people’s pursuing for equality and challenge for 
inequality. The inequality can be classified into two types: naturally given 
(or hard to be intervened) factors and man-made factors (institutions and 
behaviors). And this paper studies the second type. However, the division line 
between these two types is not fixed and rigid, especially when reviewed in the 
long time  framework. Some may appear as natural inequality, which actually 
is the result of previous institutions and human behaviors. Environmental 
issue, in particular, is a live example. For a new-born in a certain region, his/
her environment is given, though formed by the farming and living practice with 
many human influences from his ancestors. 

Consequences of inequality? 

The consequences may be direct or indirect, negative or positive, and at 
the micro-level or macro-level. The interpretation of these consequences is 
largely decided by answers to the above three questions. Under the human 
development perspective, the interpretation needs to be expanded and 
deepened. As human development involves many dimensions, the inequality in 
one dimension will not only affect its own but also other ones. For instance, the 
income inequality might affect the health of low-income groups (at the micro-
level), but also have impact on the balance of macro economy structures (at 
the macro-level). This paper explores the negative consequences. 

How to address inequality? 

After priority areas and targets of inequality are identified, and causes and 
consequences traced, the rest work is to reduce inequality and negative 
consequences. Though this paper focuses on human-induced inequality, the 
basis on which it proposes policy recommendations is to cover all types of 
inequalities that might lead to bad outcome, no matter caused by human or 
natural factors. 

2. Some basic ideas of its methodologies can be traced back in the works of Aristotle two thousand years ago. This 
approach has also been followed by founders and pioneers of early quantitative economics (Sen, 1999; Nussbaum, 1988). 
However, the credit of establishing modern capability approach first goes to Amartya Sen, the 1998 Nobel Economics 
Prize Winner (Sen, 1985). Philosopher Nussbaum (Nussbaum, 1988, 1995) also contributes greatly to its development 
(Robeyns, 2003).
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3.ECONOMIC INEQUALITY

3.1 Income inequality

China is one of the major economic entities with the largest income gap. 
According to China’s National Bureau of Statistics (NBS), the income Gini 
coefficient was 0.317 in 1978, which rose to 0.40 in 2000 and reached its peak 
(0.491) in 2008. 3

Since 2009, China’s overall Gini coefficient has witnessed a continuous 
decrease for six years with the gradual improvement tendency, and the 
coefficient decreased from 0.49 in 2009 to 0.474 in 2012. Though this income 
gap level still remaining high among major economic entities around the world, 
China has nevertheless reached its lowest level over the past decade (see 
Figure 1). In 2014, the Gini coefficient dropped to 0.469, again a new lowest 
point since 2003. 4 

Figure 1: Variation trend of income distribution in China since 2003

Source: National Bureau of Statistics (2003)

The major factor driving overall income gap is the narrowing of urban-rural 
disparity and regional disparity. Among all disparities, the regional disparity 
and urban-rural disparity have taken a dominating position with the former 
more noticeable. in 2007, the urban-rural disparity contributed approximately 
50% of the total (Li Shi, 2012). A good change took place in recent years with 
the urban-rural disparity and regional disparity narrowed to some extent, an 
encouraging sign for the distribution improvement. 

Photo Oxfam

3.  Many literatures have discussed the underestimated income gap in China. However due to different samples and 
analytical approaches, the existing studies have differed greatly in judging the extent of underestimation. Li Shi (2012) 
noted since the 21st century, China’s income gap was still widening, only at a lower rate, and the readjusted coefficient 
would be approximately 0.485, if taking consideration of those missing and unreported samples of high income 
population. In Wang Xiaolu’s opinion, the income gap in China was seriously underestimated because large amount of 
grey income was not included into the statistics (Wang Xiaolu, 2008). The survey report developed by the research group 
in Southwestern University of Finance and Economics (SUFC) has shown that the income Gini coefficient of Chinese 
households had exceeded 0.6 in 2010. However, the academic circles favored the NBS data as reliable source, and agreed 
that there was still a significant lack of high income family samples (Li Shi, 2013). As for the SUFC result, the academic 
circles had debates on the sampling approach and its representativeness. Thus this paper still used the NBS data.

4. See China News network: the resident income increase has exceeded the price of commodities in 2014 with the Gini 
coefficient realizing a continuous decrease for six years. http://finance.chinanews.com/cj/2015/01-20/6985859.shtml
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Urban-rural disparity. The income ratio5 between urban and rural residents 
stood at 2.78:1 in 2000, and rapidly grew to 3.23:1 in 2003. The ratio had a mild 
rise to 3.32:1 in 2007 and kept stable for three years. Then in 2010 it shrank 
for two consecutive years by reaching 3.13:1, again back to the 2002 level.6 In 
2014, this ratio dropped to 2.75:1, the lowest level since 2002. The key reason 
was the rapid rise of migrant workers’ salary over the past decade, with the 
rate reaching 10-15%, well exceeding the income growth of urban population 
(China Development Research Foundation, 2012). In 2005, China exempted the 
agriculture tax, and initiated the New Rural Construction Project to increase the 
public infrastructures investment in rural areas in China, which also contributed 
to the rural income increase. Since the New Rural Construction Project in 
2005, Chinas has invested a total of 7 trillion RMB for the next eight years, with 
2013 alone reaching 1.3 trillion RMB. With this project, five infrastructures 
construction and one leveling plan was made possible in rural areas, a 
phenomenon only applicable in the developed economic zones in the past. Five 
infrastructures construction refers to building the electricity, traffic, water, 
telephone and broadband infrastructures, and one leveling refers to leveling 
land on a large scale and building the basic water conservancy facilities in 
the rural areas to make a solid foundation for bettering people’s lives and 
productions (Wen Tiejun, 2013).

Regional disparity. The continuous widening of regional disparity has been the 
key reason for China’s overall income gap over the time. From 2000 to 2003, the 
per capita GDP Gini coefficient un-weighted by provincial population has grown 
from 0.347 to 0.357. After 2003,with the introduction of a series of government 
strategies for balancing regional development, including the Western 
Development strategy,  Developing Old Industry Base of Northeast China 
strategy and Rise of Central China strategy, etc, the regional disparity began 
to narrow. And the per capita GDP Gini coefficient un-weighted by provincial 
population has dropped to 0.264 in 2010, lower than that of the 1990s. Also, 
the regional GDP Gini coefficient per capita calculated on the constant price 
in 1978, as well as the same coefficient calculated on the current price all 
dropped back to the level of early this century. ( Li Shantong, 2012).7

Despite the continuous narrowing of urban-rural disparity and regional 
disparity, the income gap within the rural population and urban population 
is far from being optimistic, especially the latter. The Gini coefficient of rural 
population has increased from 0.35 in 2000 to 0.39 in 2009 (Li Shi, 2012). 
According to the Chinese Academy of Social Sciences (2012), it is estimated 
that the rural income disparity in 2011 remained the same with that of 2009. And 
the urban income disparity increased from 0.32 to 0.36 from 2000 to 2009. But 
this result is apparently underestimated. After data modification, the results 
have shown that the urban income disparity coefficient had exceeded 0.4, 
making it the most prominent challenge within the current income distribution 
framework. Among the urban income increase factors, the property income gap 
as a result of fast-rising real estate price, and the industry income gap caused 

by monopoly and sector division are two key factors (Yue Ximing, Li Shi, 2013).8

In summary, based on the group-based inequality survey, China Development 
Research Foundation (2012) argues China’s income distribution might have 
come into a transition period. In this period, factors to widen or narrow the 
disparity co-exist, and the income inequality will remain in high volatility in 
a long term. Favorable factors to narrow the disparity include: the narrowed 
urban-rural income gap when the urbanization steps to the mid-stage, 
the decreased regional gap as a result of balanced regional development 
strategies, the decreased surplus rural labor force with the population aging 
and urbanization, as well as the changeover of the market supply and demand 
for labors. Negative factors to affect this narrowing process include corruption, 
grey income, income inequality caused by the sharp rise of real estate price in 
urban areas and the like.

3.2 Poverty

China has scored unprecedented achievements in reducing the population in 
poverty, no matter judged by the international or national poverty standard9. 
Based on the World Bank poverty headcount ratio at $1.25 a day (purchasing 
power parity in 2005), the poverty ratio has declined from 60% in 1990 to 11.8% 
in 2009 (See Figure 2). In fact, China was the first among developing countries 
to accomplish its poverty-alleviation goals before the Millennium Development 
Goals.  Over the past 25 years, Chinese population accounted for 70% of the 
total population overcoming poverty globally (World Bank, 2010).

Figure 2: China’s poverty alleviation progress

Source: World Bank Website.

5. The income ratio refers to the ration between the per capita disposable income of urban citizens and net income of 
rural populations. 

6. http://www.ocn.com.cn/chanjing/201501/shipng210837.shtml

7. Since the late 1990s, China had launched three regional development strategies, including the Western Development 
strategy, which has invested more than 4 trillion RMB by the end of 2013; in 2001, the strategy of Developing Old Industry 
Base of Northeast China was raised in 2001, with investment reaching more than 2 trillion RMB; and in 2003 the strategy 
of Rise of Central China strategy was put forward with the investment reaching 3 trillion RMB. The government has in-
vested nearly 8 trillion RMB to solve the regional unbalanced development brought by some areas get rich first policy in 
the reform and opening up peirod. These strategies basically relieved the regional economic growth difference of East-
high and West-low. At present, the GDP growth in the western region has exceeded the East, and the balanced regional 
development strategy has worked preliminarily (Wen Tiejun, 2013).
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8. Yue Ximing, Lishi (2013): the Real and Fake Gini Coefficient, South Reviews, http://www.nfcmag.com/article/3919.
html

9. Poverty is a result of seriously inadequate development. It is multidimensional in nature and not confined to income 
poverty. Multidimensional poverty measurement in China is still in its infancy. There are very few studies in this field, for 
example, Yu (2013), Wang Xiaolin (2012), etc. Meanwhile, common dimensions of multidimensional poverty are covered in 
the report, so poverty in this report only refers to income poverty. 

8 9

ECONOMIC INEQUALITY ECONOMIC INEQUALITYSECTION 1 2 3　4　5　6　7 SECTION 1 2 3　4　5　6　7



Despite China’s glorious success in poverty alleviation, population groups are 
not affected by poverty negatively in the same way. In general, the poverty 
incidence of children and the elderly is higher than that of the working-age 
population. Take rural poverty for instance, the poverty incidence of 0-6 age 
group (based on the standard that year) in China’s rural region reached 9% in 
1998, three times that of the 36-45 age group. In 2005, poverty incidence of 
different age groups has declined, with children and the elderly still ranking as 
the most vulnerable group, though.10 (See Figure 3)

Figure 3: Poverty incidence of different age groups in rural China (1998, 2005)

Source: China Development Research Foundation (2007)

Due to the long-term urban-rural division, there existed significant difference in 
income and life quality between the urban and rural population. The monitoring 
on rural poverty started in the early 1980s with unified monitoring standard. 
However, in cities, no official standard and monitoring are available to evaluate 
the urban poverty even today. If both urban and rural areas apply the same 
poverty standard, the poverty incidence of rural residents will be much higher 
than that of the urban residences. Considering the wide urban-rural difference 
in life style, living standard and living cost, a feasible strategy is to estimate 
it separately. Based on the current rural poverty standard (constant price of 
2300 RMB per capita in 2010), the number of rural poverty population was 98.99 
million in 2012, accounting for 15% of the total rural population. As there is no 
unified urban standard available, the urban poverty standard will be estimated 

as 3014 RMB per capita, by taking 251.2 RMB as the calculation basis, which 
was the average standard in 2010 for low income families receiving government 
allowance. In this sense the urban poverty incidence was about 12% (Yu 
Jiantuo, 2013)

The distribution of poverty population is also unbalanced. By the end of 
February 2013, for instance, there were still 69.6268 million people living under 
the poverty line in western China, accounting for 66% of China’s total poverty 
population. The rural poverty population reaches 40 million in China’s west 
minority areas. Also, out of the 148 thousand poverty villages, the western area 
alone accounted for 50.1% (Xu Ying, 2013).

3.3 Inequality in economic opportunities

The inequality of economic opportunities is reflected in many ways, particularly 
the income inequality between monopoly and non-monopoly industries, and 
between different employment forms and genders. 

Since the mid 1990s, there was a significant widening tendency in the industry 
income distribution in China (Guan Xiaoming, 2007; Gu Yan and Feng Yinhu, 
2008). The analysis of Ren Zhong and Zhou Yunbo (2009) believed that the 
industry income polarization tendency did not yet expand to the comprehensive 
and integrated scale, but it’s noteworthy that the monopoly and partial 
monopoly accounted for 65% of the industry income disparity. Researcher Yue 
Ximing and other experts (2010) indicated that the monopoly industries were 
solely managed by the state-owned enterprises, which explained why their 
average income level was higher than that of the non state-owned ones. It is 
estimated that out of income disparity in monopoly and competitive industries, 
more than half of it is a result of monopoly.

Different employment forms also affect the income equality. Currently in 
China’s public and private sectors, two forms of employment co-exist: regular 
employee and contracted labor. The contracted labors are informal employees, 
who sign the contract with labor intermediaries and are sent to the recruiting 
enterprises and organizations to work. These labors do the same work as the 
regular employees but receive less pay and social welfare. Contracted labors 
are mostly rural migrant workers. According to the All China Federation of Trade 
Unions, the number of contracted labors reached 60 million, accounting for 
20% of labors in cities (All China Federation of Trade Unions, 2011). The survey 
in some pilot regions has found that the average payment was only 70% that 
of the regular employees (Gong Sen, 2012). Women contracted labors not only 
suffered the unfair treatment of unequal pay for equal work that all contracted 
labors endured, but also would be sent back to the labor intermediaries during 
pregnancy, child birth and baby nursing period, and then lost job (Li Lixin, 2013). 

China’s performance in gender equality is relatively good in the developing 
countries and women’s role in the family decision making and child well-being 
has grown significantly. However, inequality still does exist in some aspects. 
Three surveys on women’s situation in 1990, 2000 and 2010 have shown that 
the income disparity between different genders kept on widening. In urban 
areas, women’s income was 77.5% of men’s in 1990 and 67.3% in 2010. In 
rural areas, the number is 78.9% in 1990 and 56.0% in 2010. The report on 
analyzing data from urban family survey in 1995, 2002 and 2007, conducted 
by Li Shi and other researchers (2012) , also indicated that the gender income 
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10. However in 2005, the poverty incidence of the 19-25 and 26-35 age group was high. Possible reason for this might 
be that they just start their labor work and thus lack in relevant work experience, human capital and family support.
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disparity were on the widening tendency. This was particularly noticeable 
in the sectors characterized by lower skill and strong competition. Like the 
migrant worker’s group, female workers faced significant discrimination in the 
labor market. Often, they are the major source of irregular labors, and are not 
included in the formal social welfare system. Also, they tend to be the first to 
face unemployment. Wang Meiyan’s study (2005) has revealed that to explain 
the man-woman income disparity in the same industry, only 6.9% can be traced 
back to explainable reasons, such as the difference in human capital.

3.4 Property inequality

The resident property accumulation mainly originates from the savings 
by deducting expenditure from income, a concept of stock. The property 
accumulation vice versa, also affects the overall income level by taking in 
income from properties. Since the reform and opening-up, the continuous 
growth of resident income gave opportunities to property accumulation. Since 
the property increase is always associated with scale effect and leverage 
effect, the property disparity is hence generally bigger than the income 
disparity. China Human Development Report 2005 jointly released by UNDP 
and China Development Research Foundation has shown that the income 
Gini coefficient of residents in China had reached 0.45 in 2002, but the Gini 
coefficient of actual net value of property reached 0.55. Among all kinds of 
properties, the Gini coefficient of land reached 0.67, the financial assets 0.74 
and the housing estate 0.67.

According to the 2002 National Household Sampling Survey, the real estate 
accounted for 57.9% of the total resident property. Sato and other experts 
(2011) has  noted that more than two third of wealth disparity was originated 
from the real estate. Considering the proportion of real estate in resident’s 
property, the rapid rise of real estate price has worsened the property inequality. 
The analysis based on the CHIPS data and Bewley model by Chen Yanbin and Qiu 
Zhesheng (2011), has found that the real estate needs for investment purpose 
from the high level wealth families had grabbed the needs from the general 
families for consumptive housing purpose. This also contributed to the housing 
inequality. Apart from the 20% highest income households, the medium and low 
income households in particular, have become the victims negatively affected 
by the high real estate price. Moreover, the high real estate price has distorted 
the practice of saving and property accumulation among urban residents. 
Young people are forced to increase savings to catch up with the growing real 
estate price, making their life-cycle consumption no longer smooth, and also 
worsening the balance of macro-economy. 

To address the fast price rise and high level of price in the real estate market, 
the government has taken some intervention measures since 2010, including 
increasing the supply of economically affordable housing, low-rent housing 
and public-renting housing. Also, policies were rolled out to limit the real estate 
price and purchasing. Despite their good intentions to control the real estate 
price in theory, these policies had been confronted with challenges in actual 
practice. They included the unfair distribution of affordable housing, corruption, 
targeting mechanism of low-cost housing provision as well as the sharing of 
central-local financing cost. There will be some time before these policies 
take real effect. Meanwhile, policies limiting price and purchasing, enforced by 
administrative means, have not only distorted market, but also brought more 
social problems, such as the fake divorce. 

4.SOCIAL INEQUALITY
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Social equality is a concept which has very vague connotation and broad 
content. In this paper, social equality or inequality is mainly related to health, 
education and social security, and so on. Although some studies regard 
income distribution and poverty as social ones, this paper will discuss them in 
economic inequality.

4.1 Health inequality

Health is one of the core components of human development and has a 
significant influence on the other dimensions’ development of human 
development (UNDP, 1990). Since China’s reform and opening up, the health 
level of Chinese urban and rural residents has been greatly improved as a whole. 
Take the average life expectancy of the population for instance, the index of 
China in 2010 reached the age of 74.83, which was 7 years higher than 67.77 in 
1981, 5 years higher than that of the world’s population in the same year and 
5 years lower than the high income countries and regions. Moreover, China’s 
infant mortality decreased from 32.89‰ in 1990 to 13.93‰ in 2010. But health 
inequality still can’t be ignored while achieving these great achievements.

China’s health inequality is prominently mirrored in the regional and urban-
rural disparity. Still take the average life expectancy for example, it reached 
80.26 years old and 80.18 years old respectively in Shanghai and Beijing in 2010, 
which was higher than the average level in developed countries, but failed to 
reach 70 years old in Tibet, Yunnan, Qinghai and other provinces (NBS, 2012). 
The regional and urban-rural disparity of child morality was also very significant 
(Figure 4- Figure 6). Take infant mortality for instance, the ratio of rural and 
urban areas was more than 3 times in 1991, which kept as 2.5 times in 2011. 
Comparing with the western region where has the highest infant mortality and 
Beijing, Shanghai, Zhejiang, Guangdong and other eastern provinces and cities, 
the ratio of this index was more than 3 times. The gap of child morality below 5 
years old between urban and rural areas was also tremendous and the ratio is 
still more than two times presently.

Figure 4: China’s infant mortality (1991-2011)

Source: China Health Statistics Yearbook

Figure 5: The regional disparity of infant mortality

Source: China Health Statistics Yearbook (2012)
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Figure 6: Child mortality below 5 years old (1991-2011)

Source: China Health Statistics Yearbook (2012)

The obvious inequality of health results are closely related with residents’ 
accessibility of medical and health services in different regions and urban-
rural areas. Meanwhile it is also affected by different natural and geographical 
conditions and other objective factors. From the perspective of fundraising, the 
accessibility of medical and health service is not only related with the families’ 
income level, but also has a strong correlation with the public resources 
investment level, structure and quality. The analysis of Liu Minquan, Li Xiaofei 
and Yu Jiantuo (2007) pointed out the ratio of per capita medical expenditure 
between urban and rural areas had continued to expand since 1997, and the 
gap of per capita medical and health expenditure between regions had a 
close connection with different economic development level. Furthermore, 
the medical expenditures were obviously unequal in each province and region 
in China. China Health Statistics Yearbook (2012) indicated the government 
medical expenditure of Shandong and Guangdong in the eastern coastal 
provinces was 72.74 billion RMB and 35.933 billion RMB respectively, but the 
expenditure of the western Gansu and Xinjiang was only 11.654 billion RMB and 
12.097 billion RMB respectively, which was only half of Beijing’s expenditure 
(22.398 billion RMB).  The data of the Fourth China Health Service Survey held 
by the Ministry of Health also showed there were significant differences in the 
medical and health service supply level between big, medium, small cities and 
four categories of rural areas (The Ministry of Health, 2009).��

4.2 Education inequality

Education is also one of the core dimensions of human development and has a 
profound impact on many of its other aspects. China has achieved the objective 
of universal primary education proposed by the MDG many years in advance. The 
net primary school enrollment rate of school-age children had reached 99.7% 
by the end of 2010. The gross enrollment rate of junior middle school reached 
100.1% in 2010 (The Program for the Development of Chinese Children (2011-
2020). Benefited from the free compulsory education policy started in 2006, 
the gap of primary education enrollment rate in different regions and urban-
rural areas had been basically bridged. China’s achievement in universal non 
compulsory education is also remarkable. According to The Program for the 
Development of Chinese Children (2011-2020), the gross enrollment rate of high 
middle school had reached 82.5% at the end of 2010, and the gross enrollment 
rate of preschool education had reached 56.6%. The gross college enrollment 
rate had also risen from 3.4% in 1990 to 30% in 2012 (Report on the Work of the 
Government in 2013 ).

Despite the above achievements, eduation inequality still can’t be ignored. 
Take the gross high middle school enrollment rate for example, the indicator 
of Beijing reached 98%, but the indicator of Guizhou was only 55% in 2010. 
About the average schooling year, the highest reached 11 years in Beijing, 
however the lowest was only 4.8 years in Tibet. Although the education 
disparity between genders was progressively narrowed, the statistical data of 
the sixth census showed, male and female illiteracy rate was 2.52% and 7.29% 
respectively in the population above 15 years old in 2010, and the latter was 
nearly 3 times of the former.

In the aspect of college education, social class has great influence on its 
entrance opportunity and quality. The investigation showed, as for the entrance 
opportunity to university, children of government officals and business 
managers, professionals, administrative staff, business service staff and 
industry workers was 5.1, 3.3, 5.5, 3.7 and 3.5 times that of the farmers’ children 
respectively. The access to university education from middle and high level 
income families was 2.3 times that of the low income counterparts. Moreover, 
children of government officals and business managers had 9 times of access 
to undergraduate education than that of the farmers. For college education, 
this ratio was 5.4 times; speaking of professionals, their children had 5.6 times 
of opportunities to undergraduate education than that of farmers, and the ratio 
for college education was 3.3 times (Li Chunling, 2009). Some case studies 
showed, regarding Peiking University  students’ family background in nearly 
30 years from 1978 to 2005, the proportion of students from rural areas was 
between 20% and 40% from 1978 to 1998, but began to decline from the mid 
of 1990s. The proportion was only 10%-15% since 2000 (Liu Yunbin, 2006). The 
expansion of college education was accomponied by rapid rising of education 
fees, which turning income inequality to education inequality through the 
threshold effect of tuition fees (Liu Minquan, Yu Jiantuo, Li Pengfei, 2006).

The gross enrollment rate of preschool education has reached 56.6% in 2010. 
But according to studies of China Development Reseach Foudation in midwest 
region, preschool education is mainly concentrated in cities above township 
and county level, and in the remote and poor mountain areas the education 
coverage is only 1/3. In November 2014, the State Council released the 
National Development Plan for Children in Poor Areas (2014-2020), which is the 
first national-level plan specifically designed for children in poor areas. It is 
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proposed that by 2020, the three-year pre-school enrollment rate shall reach 
75%, the nine-year compulsory rate reach 93%, and the attendance of children 
with visual, hearing, and mental disablities reach 90%. With China’s increasing 
investment in social field, the release and implementaion of this Plan will 
contribute significantly to promote  wider education coverage. 

4.3  Social security inequality

As for social safety net, social security system is an important measure to 
promote human security. Social security system also plays the key role to 
adjust other economic and social inequalities in many countries. Chinese 
social security was the typical urban-rural dualistic system before the reform 
and opening up. Based on urban household registration and units, the urban 
social security system covered everything; but in rural areas, it mainly relied on 
collective economy. After the reform and opening up, Chinese social security 
system experienced a reconstruction process and the role of employing unit 
was gradually weakened. But this system based on household registration 
and identity also had its division feature causing apparent inequality in turn. 
After 2003, based on the reality of economic and social development and the 
large-scale population migration, the reconstruction process of social security 
system was accelerated obviously, and the system intergration were also 
constantly under test. However, Rome was not built in a day. There is still a long 
way to go to eliminate social security inequality.

There was also great social security inequality among different social identities 
in cities. Staff in the state and pubilc sectors were excessively protected, 
but those in non public sectors (espcially migrant workers) generally suffered 
from insufficient protection (Zhu Ling, 2011). Also, staff in different ownership 
enterprises and different enterprises have very significant disparity regarding 
securities and welfare (China Development Research Foundation, 2009). (see 
table 1 and tabe 2)

Table 1: Social security participation rate by social identities

Source: China Development Research Foundation, 2009

Table 2: Social security participation rate in different sectors (%, 2007) 

Source： China Development Research Foundation 2009

Industry pension Medical insurance Unemployment insurance

Agriculture , forestry , 
animal husbandry and 
fishery

37.4 59.9 37.4

Mining 30.3 60.4 54.9

Manufacturing 69.2 56.0 47.7

Electricity, gas, water 
supply 76.4 62.6 42.9

Construction 53.2 41.4 34.6

Transport, warehousing, 
portal service 63.0 56.1 42.1

Information and computer 
service 55.5 46.4 33.4

Wholesale and retail 37.3 29.9 18.9

Accommodation and 
catering 39.2 32.2 20.6

Finance 68.8 57.5 42.3

Real estate 55.8 49.7 31.3

Rental and business service 48.0 42.5 27.6

Scientific research, 
technical service and 
geological survey 

93.8 95.5 93.3

Water conservation, 
environment and public 
infrastructure 

54.0 61.4 46.6

Community and other 
services 39.4 33.1 19.3

Education 94.5 95.0 93.6

Public health, social 
protection and welfare 92.7 92.1 90.4

Culture, sport, 
entertainment 79.7 80.0 75.0

Public administration and 
social organization 96.0 96.4 95.0

types Pension Medical insurance Unemployment insurance

State-owned 83.8 79.7 72.9

Urban collective-owned 65.0 53.1 42.6

Other types 69.3 56.4 43.1

Urban self-employed 23.8 19.1 9.4

Other employees 40.3 36.9 24.0

Sum 66.5 60.5 51.6
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5.NATURAL RESOURCES AND 
ECOLOGICAL ENVIRONMENT 
INEQUALITY

The above data only shows the difference of social secruity enrollment. And if 
all types of securities and welfares are considered, the difference will be even 
wide. Take pension scheme for example, according to the present system, 
civil servants’ endowment treatment was 2 to 3 times higher than that of the 
enterprise staff (Li Shi, 2012). Because the NBS definition for income is narrow, 
the urban-rural income disparity is underestimated. For instance, based on the 
NBS income definition, the urban-rural income ration is 3.12:1, but if the non-
monetary income (including all types of social security and welfare) is included, 
the ratio would rise to 4.28 (Li Shi and Luo Chuliang, 2007).

Chinese government increased the institutional coverage of social security 
services in the past 10 years. After the outbreak of international finanical 
crisis in 2008, social security system as the key area of economic stimulus had 
significant development. The new rural cooperative medical care system had 
covered 95% of rural population from 2003. The rural residents’ minimum living 
security system was launched in 2007. The policy of including migrant workers 
into city endowment insurance system was released in 2009. Ten percent of 
counties were chosen as pilots and the new rural resident social endowment 
insurance system began to roll out in the same year (Zhu Ling, 2010). In 
addition to the original medical and endowment insurance systme for urban 
workers, basic medical insurance covering unemployed urban residents was 
fully implemented in urban areas in 2010. The endowment insurance covering 
unemployed urban residents with urban household was introduced in 2011. 
Besides, the urban residents’ subsistance allowances system established 
in 1990s has a stable population of 20-23 million. Despite its success, huge 
difference exited regarding people’s real access to the urban-rural and regional 
social security service due to its instituational division in urban-rural areas and 
difficult regional planning. (Zhu Ling, 2010; Ravallion and others, 2009).
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5.1  Natural resources inequality

Natural resources refers  to the natural substance that is natural existent 
(not including raw materials human used in manufacturing) with value in use, 
including land, mineral, water, biology, climate, marine and other resources. In 
this paper, natural resources inequality mainly refers to the inequality of natural 
resources ownership and exploitation (and benefits).

In China, natural resources are owned by the country  in the law. From the 
point of real right, according to the actual use of natural resources, they can 
be divided into public property and state property. The former services in some 
public purposes, according to which, any individual has the non exclusive right 
to use them, but the government has no right to dispose or use them to receive 
income arbitrarily. The latter one belongs to the government’s private property, 
so the country enjoys exclusive legal person’s property right of it, which should 
basically apply to the civil law (Xiao Zesheng, 2007; Qiu Qiu, 2010). Therefore, 
from the aspect of direct ownership, the natural resources inequality in China is 
not very prominent.

There are two reasons for the inequality of natural resources’ use and earning 
right. First is caused by the nature. The distribution of natural resources is 
different between regions, especially in China with so vast territory and diverse 
topography. This kind of inequality exists in any country. In the free movement 
system, it also can be eliminated in some extent through voting with their 
feet, therefore, it’s relatively not so difficult to be accepted by the society. 
The second is system reason. Because of the limitation on identity and capital 
scale of natural resources exploitation, there exists a big gap between the 
opportunities and abilities people using natural resources and their earnings. 
That is the focus of this paper.

In the aspect of the natural resources use and earning right, the challenge 
to China’s natural resources inequality still can’t be ignored. They are 
mainly reflected in the following aspects. First, compared with state-owned 
capitals, private capitals face identity discrimination when entering resource-
intensive industries. Moreover, private capitals are usually small in scale. The 
threshold thus widens the gap between state-owned and private capitals in 
resource exploitation. The industry inequality is mentioned in the third part 
of this study. Its influences on small farmers are prominent, such as farmers’ 
collective ownership, use and earning rights of the land can’t be effectively 
protected, and they are in a weak position in the process of land nationalization 
(acquisition). According to the current universal land expropriation system, the 
compensation to farmer’s collective is mainly according to the crops yield of 
several years on the land and a few compensations (such as social security and 
employment), not based on the market value of the land. Such kind of inequality 
land expropriation-compensation system stimulates local governments making 
great efforts on land finance; on the other hand, it also results in 40-50 million 
landless farmers, and brings heavy landless farmers resettlement problems 
and social instability. Research report of Chinese Academy of Social Sciences 
showed, in the farmer’s appealing to the higher authorities for help, 60% of 
them were related to land, 30% of which were related to the land expropriation. 
Farmers’ land disputes have become the focus of farmers’ right protection 
activities (Institute for Urban and Environmental Studies of Chinese Academy 
of Social Sciences, 2011). Moreover, household system restricts free migration, 
which keeps residents in remote areas from “voting with their feet” to get 

rid of the negative influence caused by natural resources. Besides, because 
of lacking of transparency and supervision in the resources development 
and utilization process, striking deals between power and money and other 
corruptions are easily happened, which also lead the inequality of resources 
use and earning right to get further worse.

5.2 Ecological environmental inequality

The ecological environmental inequality includes not only the inequality within 
the same generation (intra-generational inequality), but also the inequality 
between different generations (intergenerational inequality). Excessive 
grabbing the natural resources and doing harm to the ecological environment is 
a kind of intergeneration inequality. 

With China’s industrialization and urbanization, how to control the discharge of 
pollutants and their negative impact has become a tremendous challenge for 
China. The energy conservation and emission reduction is the key component 
of China’s current economic restructuring. Regarding water pollution, the total 
discharge of sewage of the whole country was 68.48 billion tons and the total 
discharge of chemical oxygen demand was 24.237 million tons in 2012. In the 
state controlled sections of the ten major rivers, including the Yangtze River, 
the Yellow River, Pearl River, Songhua River, Huaihe, Haihe, Liaohe, rivers in 
Zhejiang and Fujian provinces, rivers in the northwest and southwest regions, 
and so on, the section proportions of I-III, IV-V and inferior grade V water 
quality were respectively 68.9%, 20.9% and 10.2% (Ministry of Environmental 
Protection, 2013a, b). Regarding air pollution, the total emission of sulfur dioxide 
in the exhaust gas of the whole country was 21.176 million tons (Ministry of 
Environmental Protection, 2013b). By the end of 2012, a total of 74 cities began 
to do testing according to the new air quality standards, including Beijing-
Tianjin-Hebei, Yangtze River Delta, Pearl River Delta and other key regions, and 
municipalities, provincial capital cities and cities specifically designated in the 
national plan. The results indicated the proportion reaching the standards in 
the prefecture level cities and above was 40.9%, dropped 50.5%; the proportion 
of key environmental protection cities reaching the standards was 23.9%, 
dropped 64.6% (Ministry of Environmental Protection, 2013a). And the emission 
of carbon dioxide has exceeded that of US and made China the largest emitter 
in the world (see figure 7). In addition, the rapid growth of solid waste in cities 
and rural areas also can’t be neglected. All the above environmental problems 
result in huge intergeneration ecological environmental inequality.
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Figure 7: The global carbon emissions

Source: Data monitoring from the MDG website of UN

Regarding the intra-generation inequality, there also exists significant gap 
between different regions’ ecological environment challenges. For example, the 
availability of clean water and improved sanitation has been basically ensured 
in urban areas, but the problems in rural areas still can’t be ignored. According 
to the statistics of Ministry of Health, by the end of 2011, the accumulative 
population benefited from water improvement accounted for 94.2% of the 
total rural population, and there were still nearly 6% rural population couldn’t 
get basically clean drinking water, which were mainly concentrated in water 
shortage areas in the central and western regions; the coverage of sanitary 
latrines in rural areas was 69.2%, and nearly one third rural population were lack 
of sanitary latrines. But speaking of air quality, the cities in the east developed 
areas and the Midwest heavy industry intensive areas were more affected 
by air pollution, and the rate reaching the air quality standards in the key 
environmental cities was below one forth (Ministry of Environmental Protection, 
2013a), but the overall air quality in rural areas was still in good level. These 
comparisons can’t cover the whole ecological inequality situation in every 
areas and different social groups. But what needs to be emphasized is, when 
facing environmental pollution and ecological degradation, usually because of 
lacking income, resources and abilities, the poor can’t be effectively against 
the negative influences in the pre and post (Liu Minquan, Yu Jiantuo, 2010).
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INEQUALITIES
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The above discussion of China’s economic and social inequality has involved 
various inequalities causes to some extent. But a full analysis of these 
causes is still a very complex and arduous task, which is specially shown 
in the following aspects. First, there are complex interrelationships among 
many factors influencing inequality; second, there are interrelationships 
among inequality results; third, impact of many factors on inequality are not 
unidirectional, but with impact of reducing and increasing inequality as well. 
The connection and multiple-influences complicates their cause analysis, and 
poses higher demands on the development of inequality policy elimination; 
on the other hand, they provide more policy choices, for instance, policies of 
eliminating health inequality will reduce the income distribution disparity as 
well.

Studies to trace causes of various inequalities in China are abundant. But from 
the perspective of policy, we can divide these factors into two categories: one 
is non-institutional factor, including natural and geography environment, social 
tradition, history and the like; the other is institutional factor mainly in the form 
of institutional decisions including government policies, regulations, planning 
and other government endeavors in the narrow sense in this paper. Social 
tradition, custom and rules are also regarded as institution in the broad sense 
in many literatures. This paper focuses on the institution in the narrow sense 
because it targets to provide more direct references for policy interventions. 
This has no implication that social tradition, custom, rules and other factors are 
unimportant in the inequality causes. In practice, dominant system delivered 
by government to solve such issues as gender quality is usually fairer, but 
often failed to eliminate those strong and lasting influences of social tradition 
and customs. Also, this paper differentiates between institutional factors and 
non institutional factors, and the focus is more on the former than the latter. 
This does not mean the latter has no value for policy interventions. Rather, the 
development of many policy interventions measure must consider the impact of 
non institutional factors, and initiate tailored design. 

6.1 Institutional causes of inequality

There are various institutions and policies causing and affecting economic and 
social inequality, and they are connected as well. This paper does not list all 
these policies as this is impossible in fact, but only chose some basic policies 
and institutional arrangements.

The household registration system

In the institutions causing current economic and social inequalities in China, 
the household registration system formed in 1950s may be one of the most 
ingrained systems with the most lasting impact. The following approaches 
contributed to the inequalities caused by the household registration system. 
First, directly restricting people’s qualification of access to economic 
opportunities and their capabilities to use these opportunities; second, directly 
restricting people’s qualification, scope and standard of access to various 
welfares; third, restricting people’s migrating possibility in urban-rural areas, 
different regions and departments, which enlarged the differences between 
different identity residents on the availability, scope, quantity and quality of 
basic public service; fourth, causing ingrained social identity difference and 
discrimination. After the reform and opening up, the household registration 

system became flexible in different levels to some extent. And it was possible 
for labor transferring in urban-rural areas and across different regions. 
Especially in the process of urban-rural integration, more and more people 
were no longer affected by the household registration system, but could enjoy 
various social welfare, labor rights and market access qualifications. 

The regional gradient development strategy

After the reform and opening up, China employed the regional gradient 
development (especially opening up) strategy. This decision was made based 
on two reasons: first, prioritize the unique geographical, historical, economic 
and social conditions of the first open (development) regions; second, in 
early days of the reform and opening up, many policies were experimental and 
needed to be piloted in some regions before they were magnified to larger 
scope. In practice, this gradient development strategy included several stages. 
In its plan, it encourages the eastern coastal regions to be the first to develop 
in early stage; and promote the development of the central and western regions 
once the eastern regions has succeeded. It should be noted that this strategy 
had plans to bridge the development gap after a certain period. But in real 
practice it was difficult. Firstly, it involves path dependence in the development 
process; second, different regions have their own interest orientation with 
different interest differentiation in the development process, and it was hard to 
modify; third, some development opportunities and conditions cannot be simply 
copied. When the opportunities for the central and western regions were gone, 
they were gone forever and hard to amend. 

No matter what theories and actual consideration were behind the regional 
gradient development strategy, it actually drove the eastern coastal regions 
for a rapid development in the first 20 years of the reform and opening up, and 
left the central and western regions far behind. This economic disparity brought 
difference in the public service provided by the eastern, central and western 
government, and also resulted in differences of social attitudes and ideas. 

China began to employ a more balanced regional development strate-
gy from 1990s, progressively introducing policies:large-scale develop-
ment of the western region, revitalizing the old industrial bases in the north-
east, the rise of the central region and other policy measures, and increased 
support for the central and western regions’ development. These policies have 
been quite successful. The disparity of provincial per capita GDP, per capital 
income and consumption had begun to narrow progressively since 2005, and 
now had dropped back the level in 1990s (Li Shantong, 2012). But it also needs 
a period of time for the decline of regional economic disparity to be transmitted 
to the social field. 

Unbalanced public finance system

 The urban-rural and regional disparity in public services is linked to the fiscal 
capacity gap caused by the difference of regional economic development 
level on one hand; and the weakening proportion of basic public services 
expenditure in the fiscal expenditure structure on the other. Moreover, after 
the tax reform in 1994, the government fiscal capacity tended to rely on the 
central government, whereas the duty of basic public services expenditure was 
delivered to local government. This made it more difficult to balance the access 
to basic public services. In such a fiscal system, local government favors 
investments resulting in rapid GDP growth so as to achieve a faster economic 
growth and more government income, and ignores their duty of providing basic 
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public services. 

The market reform and opening up.

In the era of planned economy, the development disparity among urban or rural 
areas was relatively small, and remained in a constrained equality state through 
strict planning control and man-made suppression. The urban-rural disparity 
was more reflected in various qualification differences (such as allowances 
and price control), but not in life quality measured by income and expenditure 
(there was still a urban-rural gap in life quality). Along with the market reform 
and opening up (Chinese economy integrate into the global division), those 
previously restrained factors began to be visible and contributed to the 
domination of economic and social development disparity to some extent. 

Market monopoly and division

China did not accomplish its transition from the planned economy to market 
economy, and there are large state-owned enterprises left behind from the 
planned economy era. Theoretically, the existence of such enterprises may 
not necessarily become a hindrance to fairness. And it can be helpful to 
promote economic and social welfare due to its public property. But in fact, 
many state-owned enterprises have an unreasonable privilege in the market 
with its influence on administration and policy, and many of them are market 
monopolists. This halfway market reform, have left employees of different 
ownership enterprises in an unbalanced situation regarding income and access 
to other social welfare/public services. 

6.2 Policy approaches to promote equality

After reviewing all types of inequality and their institutional causes in China, 
we have thus proposed the following suggestions to promote equality in 
development:

Further promote the reform of household registration system, encourage the 
free labor flow, and reduce the labor market segmentation

The threshold for household registration shall be lowered substantially in extra-
large and large cities; For those who have stable employment and paid social 
insurance in the residing cities, their registration as urban citizens shall be 
prioritized and implemented step by step; Measures shall be taken to ensure 
new migrants to the cities enjoy equal access to basic pubic services and 
welfare benefit as their counterparts originally registered as urban citizens. 

Income distribution system reform shall rely mainly on the primary distribution, 
but supplemented by the redistribution

And policies for different income groups shall remain flexible. For low-income 
groups, the redistribution policy can have bigger roles; for middle-income 
groups, the key is to increase the proportion of labor income; and for high-
income groups, the readjustment role of tax revenue should be applied. 

Implement the human capital development strategy

The child development must be prioritized and fully evaluated by indicators. 
Key indicators considered should include the reduction of deprivation in food 
availability and nutrition for children, as well as their right in early childhood 

education and secondary education. The 2020 comprehensive early childhood 
development strategy shall be developed and implemented to improve the 
nutrient inputs for children under six, and promote the three-year pre-school 
education. Narrow the urban-rural and regional differences regarding education 
quality and nutrition levels in compulsory education. Vigorously enhance 
vocational education, and further promote the higher education system reform 
to connect it closely to the industrial transformation and upgrading.

Deepen the reform of state-owned enterprises and monopoly industries

In finance, railways, civil aviation, mineral resources, power and energy and 
other industries, the access restrictions shall be further loosened to let in more 
private enterprises for healthy market competition. As the economic strategy 
requires the state-owned enterprises to maintain their market monopoly 
position, the ratio of dividends from such enterprises shall be increased to 
support the inclusive social welfare system and other public services so that 
the profits from these enterprises can be better used to benefit more people.  

Optimize the central-local fiscal transfer payment system

Based on the nature of specific transfer payments, the current payments 
of general transfer and special transfer need to be reclassified and defined 
to meet the financial resources equality in basic public service. In the 
special transfer payments, the increase shall target at the economically 
underdeveloped areas, as well as poor and vulnerable populations.

Apply structural tax reduction and increase in order to reduce the overall 
economic tax burden

Actively promote the structural tax reduction for small and medium enterprises, 
and fully promote the VAT and business tax reform. Expand the property tax pilot 
programs, employ more market-based measures to regulate the real estate 
market, and curb the excessive property income gap in cities and towns. Under 
the premise of reducing overall tax burden, the environmental taxes shall be 
collected appropriately, and the taxation standard shall be raised in the use of 
energy, mineral resources, and water resources. Improve local governments’ 
financial capacity and public services.

Establish a sound social safety net, which includes but not limited to the 
pension plans, health insurance, unemployment insurance, and minimum 
subsistence allowance

Different groups should be connected in terms of social security through 
deepening household system reform. It also covers the disaster risk 
management system to enhance the capacity of communities and stakeholders 
to deal with risks of disasters.

Ensure citizens' basic needs for water, land, energy and other resources

Natural resources are the common wealth of mankind, and everyone is 
entitled to a minimum level of resources for a decent life. Government has the 
responsibility to protect this minimum need and people’s right to benefit from 
resources, also the responsibility to reduce inequality in natural resources use 
and profit, through measures like tax collection and financial subsidies. Actively 
build a unified urban and rural land market to ensure both rural and urban 
land is entitled to the same right and same market price. Establish a sound 
mechanism of natural resource property ownership management and utilization 
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regulation, and improve the relevant supervision system.

Vigorously promote green development and intensify environmental protection 
efforts

In government development plans, the management of ecological protection 
related issues shall be tightened to avoid excessive consumption of natural 
resources and deterioration of environmental pollution. The exploitation of 
national land should be strictly controlled based on the main functional areas 
management mechanism. Accelerate the price reform of natural resources and 
their products to reveal the scarcity of resources and the cost of damage by 
following the principle of users paying for resources and their pollution. Reform 
the pollution emission license system by introducing the total quantity control 
of key pollutant emissions, and enforcing the strict schemes of environment 
accountability and punishment. Intensify technological innovations to reduce 
resource consumption and pollutant emissions from the source.

Modernize governance

A series of measures shall be highlighted to enhance government efficiency 
and its rapid response to national development needs, improve the governance 
transparency and standardization, fight against corruption, establish 
a governance system based on fixed rules, and apply information and 
communications technologies (ICT) properly.

Expand the scale of participation from private sectors and civil society 
organizations in the development process

Encourage enterprises to fulfill their social responsibilities by providing 
employment opportunities, controlling pollutant emissions, saving natural 
resources, and protection of labor rights, etc. Invite private sectors and civil 
societies to discuss key development policies, and enable them to have a 
more active role in the policy development and implementation by learning 
from their innovative ideas and approaches. Also involve them in the process of 
evaluating and monitoring relevant policies’ implementation. 7. CONCLUSIONS

Photo Liu Bowen
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China is now undergoing an integrated economic, social and political 
transformation. Proposed by the Third Plenary Session of the 18th Central 
Committee of the Communist Party of China (CPC), the comprehensive reform 
program aims at smoothing the transition progress, making China steadily 
transit from upper-middle-income towards high-income, and establishing 
modern state governance system. However, whether a new round of reform 
could be smoothly, to a large extent, depends on whether China can achieve 
the ability to properly handle the serious inequality in development. That is 
to say, currently, making strategies for  dealing with inequality is not only a 
policy goal, but also to create conditions for China to build a fair, shared and 
sustainable development model.    

To address the inequality issues arisen from this multiple transformation, 
the interaction among all types of inequality should be clarified, and their 
underlying mechanisms and institutional reasons be analyzed. Moreover, it 
should be noted that these mechanisms and institutions differ in nature but 
interact with each other. These multiple level interactions have complicated the 
problem solving process, but also implied the possibility of a solution through a 
comprehensive reform. 

However, in the process of applying economic, social and political approaches, 
expectations shall be managed appropriately and a great deal of patience 
is needed. And reducing inequality to a desired level might take a decade or 
longer, even if the policy is right in its direction and strategy. This requires 
active communications and dialogues between the government and society to 
reach agreement on the reform plan, to identify the labor division and action 
steps, and ultimately build a better and equal society through the joint effort 
from government, public and private sectors. 
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