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Factor Contribution and Labor Share in
China’s Primary Distribution

CHANG Jin-xiong', WANG Dan-feng”, YE Zheng-mao'

(1. School of Economics, Shanghai University of Finance and Economics., Shanghai

200433, China; 2. Business School s Soochow University s Suzhou 200433, China)

Abstract; According to neoclassic income distribution theory, labor
prices are determined by their marginal output and labor share depends on
marginal output and input,which are not only the necessary conditions of op-
timal economic results but also the evaluation criteria of the rationality of la-
bor share. The empirical results of production function show that the actual
labor share in China is less than labor contribution to output. Further re-
search finds that, although capital deepening is beneficial to the increase in
marginal output of labor, it has significantly negative effect on labor income
share in China owing to the expansion of capital usage scale based on lower
interest rates. In addition, the ratio of labor to capital and economic fluctua-
tions have obvious effects on labor returns, leading to labor share’s devia-
tion from labor contribution to output.

Key words: labor share; factor contribution; production function;
market competition
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