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Abstract 
China has experienced a rapid economic growth in three decades as a result of market-oriented reforms. However, regional 
inequality in China has also shown a tendency to increase over the past three decades. This paper explores the issue of regional 
economic inequality in China from the current trend, using latest data. The main finding of this paper is that the economic 
inequality among three regions shows an increasing trend during economic reform period. Meanwhile this paper try to lay a 
foundation for further research such as causes of inequality and policy recommendations. The ending part of this research 
provides several new areas for the future research.  
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1. Introduction  
This article analysis regional economic inequality in China through different related data, namely income gap, 
consumption gap and GDP growth rate. In this research, I intend to use the latest data to reflect the newest situation 
concerning inequality. First of all, I intend to examine the rural household income gap from 1978 to 2010, I choose the 
top 5 and bottom 5 provinces for comparison. Then the second graph will compare the rural income between western 
provinces and national level using time series data. Table 3 will give a clear picture of consumption gap between western 
provinces and national level from 1990 to 2010. Last but not the least, the Table 4 is going to reflect the proportion of 
GDP gap between western and eastern provinces.  
Before entering the body of this chapter, there are several definitions we need to be clear. China is divided geographically 
from west to east. Officially there are western, central, and eastern regions (Figure 1). The West includes 
Chongqing， Sichuan, Shaanxi, Guizhou, Xinjiang, Tibet, Yunnan, Gansu, Qinghai, and Ningxia. The Central includes 
Heilongjiang, Jilin, Inner-Mogolia, Shanxi, Henan, Anhui, Jiangxi, Hubei, and Hunan. The East includes Beijing, 
Tianjin, Liaoning, Shanghai, Hebei, Shangdong, Zhejiang, Jiangsu, Fujian, Guangdong, Hainan, and Guangxi (Yao and 
Zhang, 2001, p469-470). 

 
Figure 1  Three major regions in China 

 
Sourse: Fan (1995) 
 
Secondly, an urban area is characterized by higher population density and vast human features in comparison to areas 
surrounding it. Urban areas may be cities, towns or conurbations, but the term is not commonly extended to rural 
settlements such as villages and hamlets. In China, an urban area is an urban district, city and town with a population 
density higher than 1,500/km2. As for urban districts with a population density lower than that number, only the 
population that lives along streets, town sites, and adjacent villages is counted as urban population. Each province is 
divided into two parts, urban and rural area.  
And a Rural area in the China occupies more than a half of China's population (roughly 55%) and has a varied range in 
terms of standard of living and life patterns. In southern and coastal China, rural areas have seen increased development 
and are, in some areas, beginning to catch up statistically to urban economies. In northwest and western regions, rural 
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society has continued to be seen as of a low standard and primitive. Basic needs such as drinking water supply and 
accessible transportation are still very much a problem in these areas. 
In next part, I will examine the trend of regional inequality in China through date analysis and regional comparison.  
 
2. Regional inequality trend in China 
 

Table 1 Per capita net income of rural households 
                                                   (Unit: Yuan) 

Year Top 5 Bottom 5 
2010 Shanghai  (E) 13,978 Shanxi    (C) 4,105 

Beijing    (E) 13,262 Yunnan   (W) 3,952 
Zhejiang   (E) 11,303 Qinghai   (W) 3,863 
Tianjin    (E) 10,075 Guizhou   (W) 3,472 
Jiangsu    (E)  9,118 Gansu    (W) 3,425 
Top 5 average / Bottom 5 average 3.08 

1978 Shanghai  (E) 290 Henan    (C) 101 
Beijing    (E) 225 Shandong (E) 101 
Xinjiang  (W) 199 Innner 

Mongolia  (C) 
100 

Guangdong (E) 182 Gansu    (W)  95 
Jilin       (C) 179 Hebei     (C)  92 
Top 5 average / Bottom 5 average 2.20 

Source:  China Statistics Yearbook 2006                  Note: Eastern region : E 
         China Statistics Yearbook 2011  Central region : C 
         Author’s calculation  Western region : W  

 
An analysis of the data given in Table 1 gives the following observations about trends in the disparities in net income of 
rural households from 1978 to 2010. There is a data limitation that the earliest data showed on statistic materials is only 
available from 1978. 
Firstly the data indicates that from 1978 to 2010, the disparity between rural provinces in personal net income was 
widening. The place with the highest net income in 1978 was Shanghai (E) with an average net income of 290 yuan per 
head, whilst the lowest was Hebei (E) with 92 yuan. The average of Top 5 is 2.20 times greater than that of the bottom 5. 
However in 2010, although the rural province with the highest net income is still Shanghai (E) with 13,978 yuan, the 
lowest is Gansu (W) with 3,425 yuan, and the Top 5 is 3.08 times greater than the bottom 5.  It is clear that the gap in 
rural net income expanded significantly (over 25%) from 1978 to 2010, which is a very clear shift. 
Furthermore, over the period studied there has been a significant change in geographical location of both the five highest 
and five lowest provinces. In 1978, there was no obvious tendency in the regional distribution in either the top five and 
bottom five provinces. The top five from high to low were Shanghai, Beijing, Xinjiang, Guangdong and Jilin.  Of these, 
Shanghai, Beijing, and Guangdong are located in the coastal region; Xinjiang is located in the western region and Jilin in 
the north-eastern area. The bottom five from high to low in order is Hebei, Gansu, Inner Mongolia, Shandong, Henan. 
Shangdong and Hebei are in the coastal area while Henan is in the central area and Gansu and Mongolia belong to the 
western region. There is a tendency that the higher rural net income provinces are concentrating in coastal region while 
the lower provinces are concentrating in western region from 1978 to 2010.  
Lastly, during this period, the province order of rural net income has changed considerably. In 2010, Xinjiang and Jilin 
dropped out of the first five and only Gansu remains in bottom five with the other four provinces having changed 
compared with 1978. Many western provinces has emerged as bottom five in 2010. 

 
Table 2.  The disparity in urban households for per capita disposable income between western provinces and the     

national level 
                                                                                                                                                            (Unit: Yuan)  

Year 1990 1995 2000 2005 2010 
National average   (A) 1,510 4,283 6,280 10,493 19,109 
12 western provinces (B) 1,389 3,765 5,486 8,730 15,806 
Percentage of whole 
nation (B/A) 

92.0% 87.9% 87.4% 83.2% 82.7% 

Source: China Statistical Yearbook 2006 and 2011, Author’s calculation. 
Table 2 shows the disparity between the western provinces and the national average in disposable income for urban 
households. It is clear from this that the gap is gradually widening. In 1990, the national average for urban disposable 
income was 1,510 yuan, while for the western provinces it was 1,389 yuan.  The latter is 92% of the former. In the next 
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15 years, even though the urban disposable income of both is increasing, the western urban per capita disposable income 
has fallen to 82.7% of the country’s overall average. 
In short, although the income in both coastal and inland regions has increased in a high speed during this period, but the 
coastal region enjoyed a higher growth speed than the inland, the gap is persistent and even growing. There is a tendency 
that western region seemed to be excluded from high speed economic growth and income gap has widened in both rural 
and urban area. Moreover, the lowest income provinces are all located in the inland regions, and the high speed growth of 
overall income have not change this situation from last several years. In particular, the gap of urban income between 
western regions and rest of the nation is growing quickly. Next section is going to focus on the analysis of consumption 
gap between regions.      

 
Table 3.  The gap between western provinces and the national average in per capita consumption expenditure for urban 

households 
                                                                                                                                                  (Unit: Yuan) 

Year 1990 1995 2000 2005 2010 
National 
average (A) 

1,279 3,538 4,998 7,943 13,471 

Western12 
provinces(B) 

1,156 3,191 4,535 6,964 11,780 

Percentage of 
whole nation 
(B/A) 

90.4% 90.2% 90.7% 87.7% 87.4% 

Source: China Statistics Yearbook 2006 and 2010, Author’s calculation.  
 
Table 3 shows the disparity in urban per capita consumption expenditure between the twelve western provinces and the 
national average from 1990 to 2010. It is clear from the data that the gap has gradually increased as shown in Table 2. In 
1990, the urban per capita consumption expenditure for the western region was 1,156 yuan and the national average was 
1,279 yuan. The former is 90.4% of the latter. In following few years, even though the per capital consumption for both 
the national average and the 12 western provinces was continuously increasing, the western provinces’ consumption 
compared with the national average was gradually decreasing. By 2010, the urban per capital consumption of the 12 
western provinces had been reduced to 87.4% of national average level from 90.4% in 1990. 
It is obvious that the consumption overall has been growing significantly, but the research above also reflect that the 
consumption gap has not been narrowed during last several decade, or the gap between rural and urban, coastal and 
inland is even larger than before. And there is a trend that the lower income and consumptions concentrate in the inland 
especially western region.   
To conclude, the income and consumption are two significant measurement factors to illustrate the economic growth 
inequality among regions, dramatic growth has helped China became richer overall. The refection of Table 1 show that 
the gap concerning about per capita net income of rural households (1978-2010) has tended to widen and more reflections 
indicate the gap about income and consumption are widening for last several decades, and especially between the western 
and coastal regions in Table 2 and Table 3. What is more, the lowest areas of income and consumption are concentrating 
in inland region persistently, and there is no tendency to change for the near future, since the inequality of per capita 
income and consumption between inland and eastern regions is even widening for last several decades. In next table, the 
GDP of selected provinces in both coastal and western regions will illustrate more facts for the regional inequality.  
 
Table 4 The percentage of the selected 10 provinces in eastern and western provinces of the country's total GDP (5 year 

average) 
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Source: China Statistics Yearbook 2000, 2006 and 2010, Author’s calculation.  
Note: Chongqing was created as a municipality (province level) on 14 March 1997. 
 
In order to give a clear picture of the regional inequality between regions, I selected 10 provinces from both western and 
eastern regions and by calculating their percentage of GDP accounted for the national GDP to emphasis the disparity 
among regions. By observing their percentage change in each 5 years from 1981 to 2010, we found that the proportion of 
GDP in these eastern provinces are growing gradually, the total percentage start to grow from 49.3% (1981-1985) to 
58.2% (2006-2010), the GDP of these selected eastern province account for over half of the whole GDP in China, and it is 
still continuing to increasing tendency, particularly, Jiangsu and Shandong with large GDP are still sharing economic 
expansion.  
On the other hand, the 10 western provinces account for only 14% GDP of the country during 1981 to 1985 after then, 
there was a decline from 1986 to 1995. It even shows a sharp decline recent years from 2000 to 2010 down to 13.3%. We 
can understand from this table that the gap of production and overall business activities between regions are actually 
widening from last several decades. The coastal part of China not only take a big portion of GDP of whole country but 
enjoy a higher speed of growth compared with the western part of China. Eastern GDP share gradually increase, however 
western lost shares, less developed in the past decades and excluded from economic growth behind eastern region. 

 
3. Conclusion 
To summarise, in this paper, I make a comparative study of regional disparity in income, consumption and GDP growth 
rate using the latest date from different region in China. Since the income, consumption and GDP are changing 
dramatically in the last several decades, and they are the most important factors to reflect inequality in terms of economic 
growth, so the comparison is quite useful to analyse the inequality issue. 
Dramatic growth has helped China become richer overall, but not helped China narrow the inequality, and even 
contributed to the regional disparity to some extent. By analysing the tables, we could easily see that the regional gap is 
widened in last several decades and there is a trend that the gap will grow even wider in the near future. 
The regional disparity issue has been an undoubted concern of the China’s policy makers and is a popular topic for 
academic scholars. Since China’s economy is playing an increasingly important role in the global economy, sustainable 
and stable growth here will also contribute to the stability of world economic growth overall. Moreover, China’s 
experience with regional inequality can provide some useful reference studies for other transitional economies and 
developing countries.  
Future research should analyze further the impact of economic reforms, international investment and trade, as well as 
governance reform of local states and agents, in shaping China’s regional development. As promotion of investment is a 
particularly important factor of the Chinese government’s economic and industrial policy, more work is needed to identify 
proper investment incentives and patterns. China is also experiencing a transition from state socialism to market 
socialism in which markets and non state enterprises are playing an emerging role. The impact of liberalization and 
ownership transformation on regional inequality also merits further investigation. Moreover, China’s provinces differ 
greatly, and substantial inequality exists between them. More attention should be paid to the crucial discrepancies 
experienced in these diverse regions (Smyth and Qian, 2008), although intra-provincial data are often limited. And, 
comparative studies with the development process in other countries, particularly Russia, India and Brazil, are needed to 
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increase our understanding of regional disparities. Since these countries share some common characteristics, as they are 
all rapidly growing countries with huge territories, such comparative studies can usefully create a shared understanding of 
a common problem.  
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