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The Relationship between Inequality and Social Policy in China
— The Case of the Analysis about Shanghai —
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Among the developing countries that have had economic growth during these years, China is no doubt one
of them. China has shown a significant economic development such as its Gross Domestic Product (GDP)
increasing at an average annul rate of about 9%. Through the economic reforms from 1979 on, China successfully
transformed itself from a poor, central planned economy to a market economy. Moreover, China has achieved
poverty reduction and illiteracy reduction in a very short period which benefited many people who were living
under the poverty line.

However, during this economic reform, some kinds of inequalities, such as the income distribution and the
educational inequality between urban and rural areas, as well as between coastal and interior regions, occurred
with the improvement of this economic growth. From various sources, I found that these inequalities will delay
the economic growth and cause social problems which will destroy the social stability. Thus, it is essential for us
to make some kind of policies which are able to dwindle these inequalities.

In this paper, I chose a comparison view between China as a whole and Shanghai. Shanghai’s Gini coefficient
among other inequalities is far lower than that of China. I proposed a hypothesis that the social policies in
Shanghai are efficient to control the increasing inequalities even though this city with fiercest competition
is thought to have higher inequalities in China. Based on the data from the China statistical year book and
Shanghai Statistical year book, I analyzed the relationship between the Gini coefficient and GDP growth rate,
income disparity, higher educational enrollment, and subsidy rate. Because they a correlation with each other, I
can thus conclude that the Minimum Livelihood Guarantee Scheme is helping to decrease the income disparity.
Additionally, the improvement of higher education is also having effects on narrowing the inequalities.

Inequality is indeed a complex problem for China to solve successfully. I hope through this case study of
Shanghai, each province will take more necessary action to implement an efficient social policy suitable to
diminish each province’s respective inequalities.
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