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Theoretical and Empirical Research on Echelon
Changes in Income Gap among Urban
Residents in China

CHEN Zong-sheng', MA Cao-yuan®
(1. Institute of Economics, Nankai University, Tianjin 300071, China;2. Postdoctoral
Station o f Applied Economics ,Xi’an Jiaotong University, Xi’an 710049, China)

Abstract; This paper studies the echelon changes in income gap among ur-
ban residents in China since its reform and opening up. The theoretical analysis
shows that labor differences determine the trend in income gap among urban resi-
dents and the gradual advance of market system reform leads to a widening income
gap in the short term by an interaction of institution-driven efficiency improvement
and income gap; the policy performance reduces, and another round of reform oc-
curs, resulting in the echelon changes in income gap among urban residents. And
the empirical study confirms the conclusions and premises of the theoretical model.
This paper provides policy suggestions that we should pay attention to the effect of
marketization reform on income gap in the process of institutional transition and
effective and adequate reform measures should take full account of a balanced rela-
tionship between economic efficiency and income gap.

Key words: income gap among urban residents; echelon feature; labor

difference; institutional transition (FTHERE F M



