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Analysis of Impact Factors and Inverted U-Shape Test of Chinese
Urban-Rural Income Gap Based on Theil’s Index

LIU Tian
( School of Statistics Southwestern University of Finance and Economics Chengdu 611130 China)

Abstract: This paper measures Chinese urban—rural income inequality with Theil’s index researches its
main impact factors and tests whether the influence of economic development education advancement and ur—
banization process satisfies inverted U-shape hypothesis. Both the theoretical analysis and empirical test show
that Theil’s index evolves to form inverted U-shape curve with urbanization. At the same time there are com—
pelling evidences to reveal that the education factor contributed to income inequality leads to support inverted
U-shape hypothesis even overriding the urbanization factor. The economic development indicated by GDP per
capita seems to have the strongest effect and widens income inequality featuring no inverted U-shape trend but
monotonous increment. FDI does not show any influence but imports and exports result in income inequality
dramatically. The results demonstrate that social development is not bound to minimize income inequality
which suggests that urban-rural income gap entail the reviews and adjustments of government policies.

Key words: Urban-Rural Income Inequality; Theils Index; Inverted U-shape Test

Causes of Industry Income Gap: Monopoly Human Capital or Interaction Effect?

WANG Jingyong' *
(1. School of Economics Huazhong University of Science and Technology FEconomics and Trade
Department Wuhan 430074 China; 2. Tong Ling University Tong Ling 244061 Anhui China)
Abstract: This paper discusses the impact of the interaction between monopoly and human capital on in—
dustry income gap with data through 19922010 in 19 major industries. The results show that China’s income
gap has been increasing that monopoly has more effect on income gap than human capital; that the impact of
human capital on income gap shows a reversed “U” pattern; that an interaction between monopoly and human
capital exists; and that in monopolistic industries human capital decreases the gap while its effect is limited on
income.
Key words: Industry Income Gap; Human Capital; Monopoly

Does Wealth Effect Exist in China? The Economic Factor
for High Investment and Low Consumption

ZHANG Xun SUN Chen SUN Yi-man
( Nation School of Development Peking University Beijing 100871 China)

Abstract: Departure from the reality of China’s economy which shows high investment and low consump—
tion this paper tries to explain this phenomenon by adding the behavior of the pursuit of wealth effect into the
standard neoclassical model of utility functions. Wealth is used not only for consumption but also for character—
ization of the social status. In theory the existence of capital preference causes economic agent to expand ex—
pansion investment. Through empirical testing this paper confirms capital preference hypothesis in China
which provides a reasonable economic interpretation for the current low consumption and high investment in
China.

Key words: Wealth Effect; Capital Preference; Capitalism

A Reflection on Transformation and Upgrading in an Approach to Environmental Justice

LI Gan
( Department of Sociology and Social Work Sun Yat-sen University Guangzhou 510275 China)
Abstract: Environment and economy have made a pair of constrained powers. In recent years conflicts
between the government and the public for environmental justice appeals such as the Shifang Event are im-—
pressive. Based on EJ and the analytical framework of " State-Market-Society" in sociology the article argues
the public policy design following EJ theory including ERHNI index will help to solve the problem between en—
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vironment and economy and benefit the establishment of more effective trust and cooperation mechanism be—
tween the government and the public in the process of transformation and upgrading.
Key words: Economics; Environment; Environmental Justice; Transformation and Upgrading; ERHNI

Does Financial Openness Increase Macroeconomic Instability?

HE Guo-hua CHANG Xin=in
( Economic and Management School Wuhan University Wuhan 430072 China)

Abstract: Is financial openness closed related with macroeconomic instability? This paper builds a New
Keynesian DSGE model with financial openness and interest rate adjustment lag parameters under open econo—
my which is used to analyze the influence of financial openness and interest rate adjustment lag on macroeco—
nomic stability combined with the method of MATLAB stochastic simulation. It shows that financial openness
affects the macroeconomic stability through changing the transfer channels of economic shocks among different
countries. The results show that total welfare increases responded to the domestic technology shock if financial
openness rises and interest rate adjustment lag declines. However the welfare decreases responded to the for—
eign productivity shock and interest rate shock with the same conditions. Because of Chinese current status of
economic development and complex international condition China should hold the modest and flexible financial
openness policy. It should also promote the market reform of interest rate.

Key words: Financial Openness; Interest Rate Adjustment Lag; Macroeconomic Instability; Welfaren

Research on Loss Participation of Catastrophe Risk in China-Optimal Feasibility
Analysis Based on the Government and Market

RONG Xing' WANG Lizhen’ LUO Peng-tao’
(1. Department of Insurance Nankai University Tianjin 300071 China;
2. School of Insurance Central University of Finance and Economics Beijing 100081 China;
3. School of Insurance Southwest University of Finance and Economics Chengdu 611130 China)

Abstract: Catastrophe risk is actually an economic risk and it has become an urgent task to build an effec—
tive loss participation mechanism of catastrophe risk. This paper makes an optimal feasibility analysis of catas—
trophe risk loss participation based on the government and market. From the government aspect the author
puts forward a twoevel catastrophe risk participation mechanism including the central and local governments.
Based on the feasibility of financial revenue sharing in the local government the paper makes an empirical a—
nalysis of the rainstorm catastrophe risk through 19992009. From the market level we suggest to adopt a com—
pulsory insurance to obtain an optimal way of hierarchical decision-making among policy holders and insurers.
The feasible and optimal catastrophe loss participation mechanism in this paper may provide theoretical guid-
ance to the practice of catastrophe insurance system in China.

Key words: Catastrophe Insurance; Loss Participation; Fractile; Compulsory Insurance; Optimal Feasi—
bility

A Study on Commercial Bank Credit Risk Measurement Model under Credit Mutation Status
Based on Entropy-weight and Matter-element Extension
GU HaiHfeng
( Glorious Sun School of Business and Management Donghua University Shanghai 200051 China)
Abstract: Commercial bank credit risk measurement is mainly dependent on fuzzy assessment technique

under credit steadiness status but fuzzy assessment technique will fail under credit mutation status. This paper
introduces entropy-weight and matter-element extension technique into commercial bank credit risk measure—
ment field and constructs commercial bank credit risk measurement model based on entropy-weight and mat—
ter-element extension. It believes that the superiority of model is to fulfill double smoothing function to credit
risk under credit mutation status by merging information entropy into matter-element extension and to enhance
accuracy of commercial bank credit risk measurement. We thus hope to solve the problem of commercial bank
credit risk measurement under credit steadiness status.
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