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A Study on Reducing the Income Gap between Ethnic Minority Areas
and Coastal Areas by Central Financial Transfer Payment

XING Chun-na TANG Li-zhi

School of Economics, Xiamen University, Xiamen Fujian 361005 China

Abstract This paper analyzed impact of transfer payments from central government on income gap between ethnic
minority and eastern coastal areas since the tax allocation reform. Theil index was applied to measure income gap between two
areas. After examining influence of transfer payments on per capita income using panel data, it evaluated influencing difference
by the seemingly uncorrelated regression. Research finds that income gap has been expanding after 2004; transfer payments
significantly promote per capita income growth in both areas, but one unit effect to ethnic minority area is less than to coastal
area. In order to effectively reduce income gap between ethnic and coastal areas, government should adjust transfer payments
structure, increase proportion of balanced transfer payments, and change current distribution form of tax return.
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