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Abstract When non-market interaction exists, the result of sorting as a market equilib-
rium shows that, people are stratified by income level and social status. A typical kind of sor-
ting is residential segregation in the real world. Sorting has significantly negative effects on
income, human capital accumulation and public good consumption for people with low-in-
come. Based on empirical studies, government should make some public policies to mitigate
the negative effect of sorting and residential segregation, thus to promote economic develop-
ment and social harmony.
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