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Income Gap between Formal and Informal Employment and Its Influencing Factors: A Decomposing
Analysis of Income Inequality

Qu Xiao-bo
(Institute of Population and Labor Economics , CASS , Beijing 100732)

Abstract: This paper studies income inequality between formal and informal employment in the
city and its influencing factors using CHNS 1997-2006 data. Results show that there is an obvious
wage inequality between formal and informal employment sector in the city, however, with economic
development and labor market transformations, differences of employment sector plays a gradually
minor role in income differences while personal characteristics of labor, mainly years of education and
work experience are determine the income difference.
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