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Surpassing Behavior of Local Governments and Labor
Income Share under Economic Decentralization .
An Empirical Analysis Based on
China’s Provincial Panel Data

YANG Jun, LIAO Chang-jun, SHAO Han-hua

(College of Economics and Business Administration ,

Chongqing University , Chongging 400030, China)

Abstract; The paper studies the effect of surpassing behavior of local
governments on labor income share. Under economic decentralization, the
surpassing behavior of local governments caused by competition enhances
the non-complete competition degree in product marker and factor market.
On the other hand, local governments do not make full use of the compara-
tive advantages of resource endowment, but give priority to the development
of capital-intensive industries like heavy chemical industry, resulting in the
rapid capital deepening. Then it raises theoretical hypotheses and makes an
empirical analysis of the effect of surpassing behavior of local governments
on labor income share based on provincial panel data. The results show that
surpassing behavior of local governments significantly decreases labor in-
come share. In addition, human capital stock is significantly and negatively
related to labor income share.

Key words: economic decentralization; surpassing behavior of local
governments; labor income share (R1EHRE F M)
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