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Abstract

Public transfer payments and individual income tax are crucial instruments in China’s
income redistribution policy system. Based on data from the China Family Panel Stud-
ies (CFPS) in 2012, 2020, and 2022, this paper utilizes factual and counterfactual
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growth curves and incremental Lorenz curves to systematically evaluate the income
distribution effects of public transfer payments and individual income tax in China.
The findings indicate that public transfer payment policies have a significant regula-
tory effect on the income distribution of the full sample, rural households, and ur-
ban households. The income distribution status of rural households can be effectively
improved through marital status and education; however, these factors show no sig-
nificant impact on the full sample or urban households. In 2022, the proportion of
middle-income groups among urban households increased to 53%, approaching the
ideal level of an "olive-shaped” distribution pattern; nevertheless, the proportion of
low-income groups remains high for rural households and the full sample. Public
transfer payment policies demonstrate significant effects in "raising the bottom” and
“expanding the middle,” whereas the income redistribution effect of individual income
tax remains insignificant. Based on these conclusions, the paper proposes that pub-
lic transfer payment policies should be further tilted towards low- and middle-income
rural households to enhance targeting precision, while the individual income tax sys-
tem requires urgent deepening reforms to effectively improve its efficacy in income
distribution regulation.
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Delta Lorenz Curves for China 2020-2022

GIC for China 2020-2022 Delta Lorenz Curves for China 2020-2022
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i KS 5 CVM % B KS #46 CVM £ 56
Giit i Giit i Geit i Giit i
GIC,(a)=0 e 25.5782%%% | GIC, () =0 IR 24.7946%*
GIC,(a)=y | 1.0996*** 21268+ | GIC')(a)=y 1.0987+* 19.3267%*
DLC,(a)=0 0.0777%*+ 5.0155%#* DLC ™ (a)=0 0.0707** 4.2384%+

R 10 2022 FERSEHE T FRH RBRANTE G LEEAKE N FRANE SR
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& 2.74 1389900 2.17 1093869
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GIC for urban China 2012:2020 Delta Lorenz Curves for urban China 2012-2020
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for rural China Deita Lorenz Curves for rural China 2012-2020
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GIC for rural China 2012-2020 Delta Lorenz Curves for rural China 2012-2020
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GIC for China 2012-2020

Deita Lorenz Curves for China 2012-2020
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A Re-examination of the Income Redistribution Effects of Public

Transfer Payments and Personal Income Tax in China

Abstract: Public transfer payments and personal income tax are important means for regulating
household income distribution within China's income redistribution policy system. Based on dom
the China Family Panel Studies (CFPS) for 2012, 2020, and 2022, this paper systematically
evaluates the income distribution regular effects of China's public transfer payments and personal
income tax using factual and counterfactual growth curves and incremental Lorenz curves. The
study finds that public transfer payment policies have a significant regulatory effect on income
distribution for the full sample, rural households, and urban households. The income distribution
of rural households can be effectively improved by marriage and education factors, whereas the
income distribution of the full sample and urban households is not significantly affected by these
factors. In 2022, the proportion of middle-income groups among urban households in China has
increased to 53%, approaching the ideal level of an olive-shaped distribution pattern; however, the
proportion of low-income groups among rural households and the full sample remains high. Public
transfer payment policies demonstration policy effects of "lifting the bottom" and "expanding the
middle," while the income redistribution regulation effect of personal income tax is not yet evident.
Based on these conclusion proposes that public transfer payment policies should further tilt
towards rural low- and middle-income families to strengthen policy targeting and precision;
meanwhile, personal income tax policies urgently require deepen effectively enhance their income
distribution regulation efficacy.

Key words: transfer payment; personal income tax; growth rate curve; Lorenz curve
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