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Income Distribution and the Frontier of Product Quality
LI Shi-gang', LI Xiao-ping’, JIANG Fei-tao®
(1. International School of Business & Finance, Sun Yat-sen University,  Zhuhai 519082, China;
2. Business School, Central South University, Changsha 410083, China;
3. Institute of Industrial Economics, Chinese Academy of Social Sciences, Beijing 100044, China)

Abstract: Since the reform and opening up in 1980s, with the rapid development of manufacturing
industry, China has now become a veritable “world factory”. However, the quality of China’s manufacturing
products is unsatisfactory, with the problem of excessively low—quality products and scarce high—quality products. At
the same time, China’s ever—widening income gap has drawn more and more attention from all walks of life.
Based on these two facts, this paper attempts to examine the impact of income distribution on the quality
distribution of manufacturing products from the demand side. The theoretical analysis shows that the influence of
income distribution on the product quality distribution is affected by the population size in the economy and the
fixed cost of the enterprise, so the direction is not certain. By setting the log—normal income distribution function,
the numerical analysis shows that when the population is large and the firm’s fixed cost is small, the increase of
the Gini coefficient of income distribution will improve the quality of the frontier products. On the contrary, when
the population size is small, and firm’s fixed costs is high, an increase in the Gini coefficient of income
distribution will lead to a lack of demand for high—quality products, which in turn can not cover the fixed costs
required for the production of high—quality products and reduce the quality frontier. However, under any condition,
an increase in the Gini coefficient of income distribution will result in product quality concentrating toward the
lower end of the quality spectrum. The results of this paper are of some enlightenment for the upgrading of China’s
industrial structure, that is, “steadily pushing forward the reform of income distribution” and building “olive—type”
income distribution pattern and other measures can effectively promote the upgrading of the national demand
structure and form a structural reform with the supply side synergy, which are more conducive to promoling
industrial restructuring and upgrading.

Key Words: income distribution; distribution of product quality; industrial upgrading
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