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Vieasuring Ineguality.

m [MIeasure of a country’s economic performance,
Supplementing GDP growin.

n lnequality’ off what? Consumption.

= Should mean real consumption: allowing for
price differences. Noiright way: ofi doing:that.

s, Should be consumption of persons (not
households).



Vieasurement prollems

x Children.
= [S $C equivalent to $2¢ for aniadulit?
= DoEes a child count as one persen; or halif?

= Hard to answer: shows hew' vague a concept
Inequality Is.

n [Vleasurement errors.

= Presumably quite large.

= [[herefore inequality overstated, and poverty.
overstated.



Measurement

n GIni Cogfficient. An artificial measure, used
pecause Independent of scale. 0=equal,
1=maximumi ineguality.

s Poverty proportion. Can’t be What We care
about: lower consumption matters more.

= EXplicit view ofi the distribution.
e.g., average consumption of five guintiles,
subpopulations defined by consumption level.



Numbers |

s China Ginilfor housenolds (State Statistical
Bureau):

1988  0.34

1990 0.34 (1990s)

1995 0.39 HK: 0.52 and above
1999 0:40 S Asia: 0.32

20000 0.42

2002  0.45 (CASS)



Percapita annualtliving
expenditure;, China 2003

Quintile | Low Lower  [Middle |Upper |High
Rural 1065 1378 1733 2189 3756
Urban 3056 4557 5848 1547 [17472]




Urbanization

s Percentage proportion of population (UN)
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Interpretation

m Great price-level differences between rural and
urioan.

n lnequality between rural.and wrkdan
considerably overstated; probably Ineguality
within rural and urban Sectors too.

s _|Acrease in inequality over time therefore
overstated too. Perhaps not by much.




Reasons

s Uiban cost of living higher.

n Shortage of skilled and semi-skilled workers
(Including professionals).

= High profit income.

= Increased pay of public-sector middle class,
for noneconomic reasons.

s Efficiency wages: better paid workers work
better, particularly In urban employments.



Assessing Growtn Perfermance

= lncreasing low consumption much more
valtiable tham Increasing high consumption.

s, Friom GIDP' growith to growth of censumption;,
value-weilghted:

= Consumption per head, not eutput per head.
s Deduct urban-costs frem urbban consumption.

= Greater weight for consumption-growth for the
POOF

= Reduces growth rate from 8% perannum to
5%, or less.



Conclusions

s Unbanization Increases inequality, for a while.

s Later, urbanization will reduce ineguality. In
the next twenty years, migration; te; uran; areas
shouldbe enermous. Higher urban Incomes
will contribute even to the lower parts of the
distribution.

s RUral subsidies (e.g. Better schools,
healtheare, infrastructure, agricultural
subsidies) necessary If inequality:Is teile
reduced sooner.
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