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Abstract: Classical theory predicts mitigating effects of rural-urban migration on income
inequality, yet a rigorous analysis has been absent. This paper develops a theory to explore those
effects. Income inequality is measured by Gini-coefficient, and a key assumption regards migrant
workers as a separate group. The migration often but not always reduces income inequality, and
even tends to increase it at early stages of migration. The paper also discusses effects of migration
and reform of household registration system on inequality within and between urban and rural
population.
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