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ABSTRACT

As a whole, the national economic cycle is composed of pro-
duction, distribution, exchange and consumption, distribution is
one of the key links of the cycle. Paul A. Samuelson has defined e-
conomics as: “ Economics research the society how to use its scarce
resources to produce valuable commodity, and distribute it in differ-
ent people. ” The national income distribution mainly includes two
aspects: Functional Income Distribution and Size Income Distribu-
tion. This book focus on the former which studies the distribution
proportion of GDP among all kinds of factor owners — Residents,
Enterprise, Government — is rational or not.

China’s Functional Income Distribution situation has experi-
enceddramatically fluctuation since 1978 — the beginning of Refor-
mation and Opening Policy. During 1978 - 1990, by Income -
Based GDP approach, labor share in Primary Distribution rised from
49.66% to 53.42% . After 1995 the situation reversed sharply:
during 1995 - 2007, labor share dropped from 51.44% to
39.74% . Most economists took it as the indicator of deterioration
of resident’s relative position in national distribution. But in recent

years scholars disagree on the reason of the reverse. Bai Chongen
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(2009) noticed the change of statistic caliber of Income — based
GDP in 2004 for the first time, after adjustment, he concluded that
the decline of China’s labor share was due to the change of statistic
caliber and industrial structure, it obviously does not mean that the
capitalist encroach the workers. Based on the adjusted Income —
Based GDP, Zhang Juwei, Zhang Shibin (2010 ) found that
China’s labor share has always been keeping extremely low. Accord-
ing to UN’s statistic caliber Hua Sheng (2010 ) claimed that
China’s labor share in Primary Distribution has increased steadily
since 1992. Obviously, there are severe disputes on the direction
and extent on China’s national distribution change. So this book fo-
cuses on; what’s the real fluctuation range of China’s labor share
since 19787 And what’s the influential factor?

In order to eliminate the influence of the change of statistical
caliber on China’s labor share, this book adjusted the Mixed - In-
come in three ways: Mixed — Income was all; 2/3; none included
in Compensation of Employee. By the three ways of adjustment,
China’s labor share has dropped 6.32, 4.88, 1. 00 percent during
1995 - 2007 respectively. When calculated through the data of ad-
justed Flow of Funds Accounts, China’s labor share dropped by
4. 66 percent. So we can make sure that China’s labor share has de-
creased since 1995, the extent was nearly 5 points.

During 1978 —2008 China has made great progress in its indus-
trialization, the proportion if its Primary Industry has decreased sub-
stantially, and the proportion of Tertiary Industry increased dramat-
ically. By resolving the labor share into Between — Industry — Effect

and Within — Industry — Effect, this book finds that the former
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caused China’s labor share decreasing all along during 1978 — 2004,
but the later made it rise during 1978 — 1998, after offsetting partly,
China’s labor share edged 1. 26% during 1978 —1998. The Within —
Industry — Effect influenced reversed since 1998, from positive to
negative, together with negative influence of Between — Industry —
Effect, made China’s labor share decrease 2. 82% during 1998 -
2004. So in the 1978 - 2004 period, China’s labor share fell by
1.56% . It means that China’s labor share begin to decrease really
since middle of 1990.

Furthermore, based on China’s Annual — Report — Database of
industry, this paper studies the vibration of labor share in 39 sub -
industries, and finds that output per labor is negative correlation
with labor share significantly, which shows that the technology pro-
gressive path is Capital — Augmenting style. Together with deepe-
ning monopoly, Capital — Augmenting technological progress ac-
counts for the fall of labor share in industry.

“Kaldor’s Stylized Facts” has been generally accepted in econo-
mists, which claimed that the distribution ratio of national income
in production factors would remain stable in the long run. This
book studies longer economic history of developed countries — trac-
ing back to the Industry Revolutionary, finds that the stability of la-
bor share disappear. That is to say, the stable income proportion of
Production Factor in national distribution will be observed only in
some special stage, especially in industrialized countries of its mature
stage.

Based on international data and China’s provincial data, this

paper tests so — called “U” rule in labor share — which states that the
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labor share will be “U” curve along with GDP per capita. We find
that the “U” curve will establish only during economic transition
period, so it does not have a long and general significance.

In order to research stability of labor share between countries in
their different development stage, this book calculates some
countries’ labor share, including twelve developed countries and six
developing countries during 1980 — 2008, and finds that: labor
share in developed countries is not only averagely higher but also
fluctuated more narrowly. According to comparable data, China’s
labor share is 15 — 20 percent lower than the average of developed
countries, and is about 4 percent lower than the average of develo-
ping countries. China’s labor share maintains a low level compared
with the average of developing countries — the reason probably partly
roots in its Dual Economy characteristic.

The Compensation of Employee covers more than 80 percent
in Resident’s Primary Distribution income, but it is not all. Finally,
based on adjusted Flow of Funds Accounts data, this book study the
change of situation in Primary Distribution and Redistribution, and
finds that the enterprise and government’s income share rises re-
markably both in Primary Distribution and Redistribution, the
Resident’s income share dropped dramatically during 1992 - 2008 —
its labor share dropped by 6. 66% , income share in Primary Distri-
bution dropped by 8.47% , Disposable Personal Income dropped
by 10.45% - which illustrates that the Resident’s relative situation
in national income deteriorated.

In short, although the change of statistic caliber exaggerates the

descendingextent of China’s labor share, Chinese Resident’s relative
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