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Abstract:  Numerous policy studies have argued that conditions have prevailed in China since the
open door economic reforms of the late 1970s that have encouraged rapid growth at the expense
of regional income inequality across the provinces of China. In this paper we use recently
developed nonstationary panel techniques to provide empirical support for the fact that the long
run tendency since the reforms has been for provincial-level incomes to continue to diverge.
More importantly, we show that this divergence cannot be attributed to the presence of separate,
regional convergence clubs divided among common geographic subgroupings such as the coastal
versus interior provinces. Furthermore, we also show that the divergence cannot be attributed to
differences in the degree of preferential open-door policies. Rather, we find that the divergence
is pervasive both nationally and within these various regional and political subgroupings. We
argue that these results point to other causes for regional income divergence, and they also carry
potentially important implications for other regions of the world.
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	������OL8����	���� 9�J���� C������� *���	��� ��	 M��J����L���� ����� �� � ���� ��

���� ���� ,;7 ���� 
��� ����� ,234� 9����� 5 ����������� ��� �
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���
 ���	��� �� ��� ������� ������
 ���	 �� ��������(� ��������� �����
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Figure 1: Average provincial log per capita GDP in constant 1995 Yuan prices
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Figure 2: Average interior provincial per capita incomes excluding Qinghai and Hei-
longjiang relative to Shanghai and others
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Figure 3: Average coastal versus interior provincial incomes relative to the national mean
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Figure 4: Roughly parallel growth paths of the poorest and wealthiest coastal provinces
relative to average
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Figure 5: Roughly parellel growth paths among the wealthiest and poorest interior
provinces relative to average
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Table 1: List of China�s Mainland Provinces and Geographic Location
Code Province Location Pref. Level
1 Beijing Interior-Central medium
2 Tianjing Coastal-Central high
3 Hebei Coastal-Central high
4 Shanxi Interior-Central low
5 Inner Mongolia Interior-NW medium
6 Liaoning Coastal-NE high
7 Jilin Interior-NE medium
8 Heilongjiang Interior-NE medium
9 Shanghai Coastal-Central high
10 Jiangsu Coastal-Central high
11 Zhejiang Coastal-Central high
12 Anhui Interior-Central medium
13 Fujian Coastal-Central high
14 Jiangxi Interior-Central low
15 Shandong Coastal-Central high
16 Henan Interior-Central low
17 Hubei Interior-Central medium
18 Hunan Interior-Central low
19 Guangdong Coastal-Central high
20 Guangxi Coastal-SW high
21 Hainan NA high
22 Sichuan Interior-SW medium
23 Guizhou Interior-SW low
24 Yunnan Interior-SW medium
25 Tibet NA NA
26 Shaanxi Interior-NW low
27 Gansu Interior-NW low
28 Qinghai Interior-NW low
29 Ningxia Interior-NW low
30 Xinjiang Interior-NW medium
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Table 2: Provincial Growth Performance during Pre-reform and Post-reform Periods
Province Average Annual Growth Rate of Per Capita GDP

Pre-reform Period 1952-77 Reform Period 1978-97
Beijing 8.57 7.91
Tianjin 6.07 8.53
Hebei 4.63 9.47
Shanxi 4.73 8.16
Inner Mongolia 3.24 8.57
Liaoning 7.4 7.88
Jilin 3.42 8.93
Heilongjiang 3.73 6.70
Shanghai 7.09 8.35
Jiangsu 2.97 12.33
Zhejiang 3.7 13.27
Anhui 2.46 9.22
Fujian 4.18 12.64
Jiangxi 2.47 9.36
Shandong 5.04 10.83
Henan 3.22 9.70
Hubei 4.41 9.64
Hunan 3.85 8.21
Guangdong 3.94 11.51
Guangxi 4.58 8.23
Hainan N/A N/A
Sichuan 3.9 9.68
Guizhou 3.37 8.22
Yunnan 3.83 8.99
Tibet N/A N/A
Shaanxi 5.74 8.37
Gansu 3.97 7.62
Qinghai 6.03 5.88
Ningxia 6.77 7.21
Xinjiang 2.68 8.99

Average (standard deviation) 4.50 (1.567) 9.09 (1.722)
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Figure 6: Table 3. Comparison of Pre- and Post-Reform Periods

[1]
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Figure 7: Table 4. Post Reform Coastal/High Preference Subgroupings
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Figure 8: Table 5. Post-Reform Interior Geographic Subgroupings
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Figure 9: Table 6. Post-Reform Medium and Low Preference Subgroupings
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