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Abstract

From the seventies and eighties of the last century, as the acceleration of world trade
liberalization, international trade ineluding the North-South trade, North-North trade,
inter-industry trade, intra-industry trade and other international trade forms has developed
rapidly. At the same time of the trade liberalization, the wage income inequality enlarges
in all kinds of countries. So the relationship between international trade and wage inequal-
ity is becoming the hot field of the international trade research. As far as the situation of
China is concerned, since the implementing reform and opening-up policy in 1978, China's
foreign trade has experienced a sustainable expansion and boosted the economy. China
has been the second largest one in the total amount of the world trde volume in 2010.
However, at the same time the inequality of individuals and regions has been increased.
Does the trade has any influence on the income inequality level? If it does, how does the
trade affect the income inequality? The paper investigates how trade influences income

inequality and try to answer this questions.

A lot of research have systematically studied the relationship between trade and income
inequality from both theory and pracitce and got the different results. The paper reviews
the theory and gives some empriical results about China's trade openness and income in-

equality, which are as follows:

In the view of cross-province panel data, the paper use a static and dynamic specification
to investigate the impact of trade opennes on income inequality in a sample of 22 provinces
over the 1992-2010 period. The result suggest that trade openness worsen income distri-
bution through exports and trade volume. The interaction between costal region and trade
openness show that the distribution effect of trade is significant. Moreover, the result
also find that the per-GDP and investment lighten the effect of trade openness on income

distribution, while the FDI and CPI have no significant effect on income inequality.

III
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In the view of Micro-data, the paper investigate wage dispersion in China labor market
using CHIP 1988,1995 and 2002 data. From skill premium and industry premium point of
view, the author study the wage gap between the high-skilled and low-skilled worker. The
results suggest wage dispersion enlarges with the level of education of workers. Wage
inequality between income group mainly comes from the higher education of workers,
and the growth of skill premium is related with industry. Finally, we find that the wage
gap between the high-skilled worker and low-skilled worker is reduced in industry which

is proven by the theory of international trade.

In the view of manufacturing industry, the results show the positive correlation between the
trade volume and wage income. As China's trade structure adjustment, the inter-industry
wage income inequality has been enlarged. The result suggest that trade openness increase
the demand of high-skilled worker, thus enlarge the wage gap between the high-skilled
and low-skilled worker. The effect of WTO shows exports reduce the wage gap among

the industry which is also proven by the theory of international trade.

Keywords: Trade Openness; Income Inequality; Regional Differences; Inter-industry

wage inequality
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