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Changes in Household Income Distribution
in Urban China: 1988—1999

DINGSHAN WAN
(Boshi Fund Management Co. Limited)

Abstract This paper combines micro-econometric and micro-simulation methods to stud-
y changes in household income distribution in urban China between 1988 and 1999. It aims at
exploring the quantitative effects of various determinants, especially endowments and struc-
tural parameters, on incomes distribution. After controlling selection biases, we find that
changes in structural parameters of the wage equation greatly influence income distribution,
among which dummies of province and education are the most significant. Changes in the dis-
tribution of unobservable characteristics of people provide little explanation power. Parame-
ters of both the occupational and educational choice equations, especially the later, greatly af-
fect income distribution.
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