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Dynamics and Causes of China’s Regional Development Inequality: From
the Perspective of East-West and North-South Inequality
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Abstract: Using population weighted coefficient of variation and its decomposition approach, this paper analyses
China’s regional development imbalance since the reform and opening up, and find that: China’s regional development
imbalance dropped quickly from 1978 to 1990, rose from 1990 to 2003, and declined again from 2003 to 2019, regional
imbalance level since 2013 is the lowest ever since the reform and opening up. East-West inequality has been declining since
2003, but in 2019 it still accounts for 46% of overall regional inequality. South region has surpassed the north since 1993 in
terms of per capita GDP, and the South-North inequality expanded again after 2008, and there is still no sign of stabilization
till 2019. However currently the South-North inequality only contributes no more than 10% to the overall regional inequality,
therefore the East-West inequality remains to be the main source of regional inequality of China. From an output point of
view, the South-North inequality expanded mainly due to the relative weak performance of northern industry. From a
distribution point of view, the South-North inequality expansion is mainly reflected in the relative stronger advantage in labor
income and corporate profit in the South; From an expenditure point of view, the South has long term advantages in consumer
expenditures and net outflow of goods and services, whereas the North overly relied on the development model of high
investment and high accumulation, this model could not be sustained after 2013, which further raised the South-North gap.

Keywords: Regional Development Imbalance; East-West Inequality; South-North Inequality; Population Weighted
Coefficient of Variation Decomposition
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