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Why China’s Gini Coefficient Declined

——A Study Based on Income Sources
YANG Tianyu (Renmin University of China, 100872)

CAO Zhinan (China Securities Depository and Clearing Corporation Limited, 100033)
Abstract: From the perspective of revenue sources, this paper analyzes the reasons for the decline of
China’s Gini coefficient in recent years by the decomposition method of the Gini coefficient. This paper is
divided into two parts. The first is to decompose Gini coefficient into the contribution of various income
sources in each year. The second is to decompose the difference between Gini coefficient and the average
of all years into the income of the various sources of inequality, share effect and related effects. The
second can be used to derive more precisely the extent to which the source of income leads to a decline in
the Gini coefficient. It is found that the decline of wage income inequality has the greatest contribution to
the decline of Gini coefficient, and the share effect of transfer income is the main force that hinders the
decline of Gini coefficient.
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