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Income Mobility and Dynamic Changes of China Households’
Long-term Income Inequality: Based on the Data from CHNS

Liu Zhiguo', James Ma”

(1.School of Economics, Nanjing University of Finance and Economics, Nanjing 210023,China ;
2.Business College , University of Corolado at Corolado Springs. Corolado Springs 80918, US)

Abstract: Income inequality is a common problem which many countries are facing.In
the analysis of income inequality, it is usually based on annual cross-sectional income data
to estimate.And if the existence of income mobility is considered, long-term income ine-
quality will be reduced somewhat.Based on the data provided by CHNS and five-equal-part
conversion matrix of resident income, it argues that owing to income (FT#% 133 1)
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structure optimization of manufacturing industry.It arrives at the results as follows: first-
ly. the growth of labor supply quantity is beneficial to the promotion of structure rationali-
zation of manufacturing industry, but has no significant effect on structure upgrading of
manufacturing industry; secondly, the rise in labor supply quality significantly improves
the level of structure rationalization of manufacturing industry, but is not favorable to the
development of structure upgrading of manufacturing industry; thirdly, the rise in the eld-
er and children dependency ratios which embodies labor supply structure, significantly in-
hibits the development of structure rationalization and upgrading of manufacturing indus-
try, and the inhibitory effect of the elderly dependency ratio is bigger than the one of the
children dependency ratio. Furthermore, this paper carries out a robustness test through
the replacement of the samples and the methods, and obtains the results which basically
support the previous research conclusions. Therefore, we should adjust and optimize the
population policy to reply to the negative shocks of population aging and the decline in la-
bor supply quantity to structure optimization of manufacturing industry, also make efforts
to train all kinds of talents who match the new requirements of industrial development, es-
pecially high-level innovative talents, and depend on innovation to drive structure optimiza-
tion of manufacturing industry.

Key words: labor quantity; labor quality; labor structure; structure upgrading;

structure rationalization
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mobility, the long-term income shares of every income level are convergence in the long
run, and the Gini coefficient of long-term income is much lower than average Gini coeffi-
cient of annual income. Finally it measures the influence of income mobility on long-term
income inequality by Shorrocks equalization index.During the period from 1989 to 2011, in-
come mobility leads to the reduction in the inequality measured in terms of long-term in-
come by 24.4% , but in recent years, income mobility experiences a downward trend, and
inhibits the equalization of long-term income.Owing to the effect of income mobility on
long-term income inequality, public policies should advance mobility through deepening
the reform and increasing education level, to achieve the long-term income equality.

Key words: long-term income; income mobility; Shorrocks equalization index
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