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Equality of Opportunity in Wealth and Common Prosperity .
Measurement and Decomposition of the Inequality of Opportunity

DONG Lixia

(Institute of Economics, Chinese Academy of Social Sciences)

Summary: This paper studies inequality of opportunity in wealth in China using data from
the China Household Finance Survey (CHFS) . The variables influencing wealth outcomes are
divided into two categories: environmental factors and effort factors. Using regression methods,
the article analyzes the impact of environmental factors and effort factors on total wealth,
housing wealth, and financial wealth. We measure inequality of opportunity in total wealth,
housing wealth and financial wealth in China and apply the Shapley decomposition method to
decompose the relative contribution of various factors affecting inequality of opportunity in
wealth.

Our substantial findings are as follows: According to Roemer (1998), absolute inequality of
opportunity (IOP) in total wealth is 0. 490, relative IOP in total wealth is 49. 06%; absolute
IOP in housing wealth is 0. 555, relative IOP in housing wealth is 50. 80%; absolute IOP in
financial wealth is 0. 524, relative IOP in financial wealth is 25. 91%. According to Barry (2005),
absolute IOP in total wealth is 0. 421, relative IOP in total wealth is 42 17%; absolute IOP in
housing wealth is 0. 486, relative IOP in housing wealth is 44. 52%; absolute IOP in financial
wealth is 0. 381, relative IOP in financial wealth is 18 83%.

According to the Shapley decomposition results, father’s education level, father’s income,
number of properties owned and GDP per capita are significant environmental variables
contributing to inequality of opportunity in total wealth, housing wealth and financial wealth,

During different quantiles, inequalities of opportunity in housing wealth and financial wealth
are all asymmetrical U shape. Inequality of opportunity in wealth is more serious for the lower
bounds of wealth distribution, even worse for the upper bounds. The lower bounds of housing
wealth and the middle parts of financial wealth are more sensitive to the effects of family
backgrounds and GDP per capita.

Compared to existing literature, the main contributions of this paper are as follows: First,
this paper uses 2019 CHFS data to study the new situation of the inequality of opportunities in
wealth in China, applies the Roemer (1998) and Barry (2005) model to measure the upper and
lower bounds of the inequality of opportunities in wealth in China. Second, this paper studies the
wealth composition, i e. the inequality of opportunities in total wealth, housing wealth and
financial wealth, and identifies the sources of inequality of opportunities in wealth. Third, this
paper discusses the heterogeneity of the inequality of opportunities in wealth, not only the urban-
rural heterogeneity, but also the heterogeneity between different bounds of wealth distribution.

The study suggests that the government should eliminate opportunity barriers caused by
various environmental factors, promoting fairness in wealth opportunities. In the process of
achieving common prosperity with a focus on equality of opportunity, targeted interventions
should be implemented for different wealth groups.
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