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The Challenge and Countermeasure of Further Narrowing

the Income Gap

ZHANG Juwei ZHAO Wen

Abstract: In recent years, China's Gini coefficient has declined. Does it mean that China has already crossed
the Kuznets turning point of income gap? Based on the latest trends on China Gini coefficient, we believe that
it is mainly caused by the narrowing of urban—rural income gap and regional income gap. The income gap
caused by the market itself and the institutional factors is not reduced. Large income gaps remain important
challenges for social development in our country. To further narrow the income gap, we need to reform and
eliminate the initial distribution inequality, improve reasonable wage growth mechanism, improve the share
of labor compensation, improve the personal income tax and social security system, continue to increase
investment in human capital, and improve the labor skill level.

Key Words: Income gap, Kuznets turning point, Labor income share
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