
Table 3. Income Distribution by Quintile in China and the
United States (1998)

China United States

Population Quintile Percent of Total National Income

Lowest 5.9 3.6

Second 10.2 9.0

Third 15.1 15.0

Fourth 22.2 23.2

Highest 46.6 49.2

Data for China from the World Bank’s World Development Index (WDI) database and for the
United States from Money Income in the United States: 2001 (U.S. Census Bureau, 2002),
60–218,http://www.census.gov/prod/www/abs/income.html.

Table 4. Per Capita Income Index (Relative to Beijing), 1995

Beijing 1.00

Guandong 1.04

Lioning 0.56

Jiangsu 0.79

Shanxi 0.30

Hubei 0.41

Henan 0.34

Anhui 0.35

Gansu 0.28

Yunnan 0.28

Source: A. R. Khan and C. Riskin, Inequality and Poverty in China in the Age of Globalization
(Oxford University Press, 2001).

One of the most important lessons to be learned from China’s reversal in
direction, in our view, is that so-called market socialism has an inner logic.
One step leads to another down a slippery slope toward capitalism. The
defenders of the reversal point to the fact that the state still owns the
remaining nationalized companies. However, that too is changing. In
February the State Council reported that it was now permissible for “private
companies legally [to] engage in oil exploration, set up banks of a certain
scale, provide telecommunications services and operate airlines. Other sec-
tors now open include utilities, health and education, and defense” (Wall
Street Journal, Feb 28, 2005). And as pointed out by a headline in the
Financial Times (May 1, 2005)—“China gives go-ahead to sell state hold-
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