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The Decomposition of Changes in Labor Income
Share of Enterprises in China:Generational
and Age Effects Based on Cohort Analysis

WEI Xia-hai, DONG Zhi-giang

(School of Economics and Management s South China Normal

University , Guangzhou 510006, China)

Abstract: Based on the data of Chinese industry businesses, this paper
employs cohort analysis to quantitatively analyze the change patterns of la-
bor income share from the perspective of firm generations and ages. The em-
pirical results are as follows: firstly, the generational effect of labor income
share of enterprises is featured by a distinct U-shaped curve, which experi-
ences an upward trend in enterprises found after 1985, and the age effect an
inverse U-shaped curve, which reaches a peak at the corporate age of 30; the
generational and age effects vary obviously with ownership; secondly. the
changes in ownership and technical progress offer an explanation for the gen-
erational and age effects and the former has relatively more significant influ-
ence. The results abovementioned indicate that, institutional transition has
left its mark on the growing-up of enterprises with various generations,
thereby leading to the systematic distribution differences of returns to fac-
tors. It undoubtedly provides a new clue to current national income distribu-
tion in China.

Key words: labor share income; generational effect; age effect; cohort
analysis (REHRE F M)
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