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Determinants of Household Wealth in Urban China
Jin Yongai' & Xie Yu®™’
( Center for Population and Development Studies, Renmin University of China';
Center for Social Research, Peking University” ;
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Abstract: Using data from a nationwide household survey, the 2010 China Family Panel Studies
(CFPS ), we investigated the effects of political capital and market factors on the wealth
accumulation of urban households in China. Results indicate that both political capital and market
factors contribute significantly to household wealth accumulation. However, political capital has a
larger effect on the accumulation of housing assets, while market factors are more influential in the
accumulation of non-housing assets. Furthermore, in urban areas, families with political capital
enjoy a greater wealth premium than income premium. We propose three explanations. First,
households with political capital have benefitted greatly from the privatization of public welfare
housing, which constitutes an overwhelming proportion of household wealth; second, households
with political capital benefit much more from associated allowance for such expenses as food,
accommodation , and transportation and thereby have lower household expenses and a greater share of
income for accumulation as household wealth; third, households with political capital gain higher
investment returns, thus more effectively converting household savings into wealth.

Keywords: household wealth, political capital, market factors, household income
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