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The U Curve o Labor Share in GDP during Economic Deve opment

David Daokui Li*, Liu Linlin® and Wang Hongling’
(a: School of Ecoromics and Management , Tnghua Univerdty ; b: Inditute of Ecoromics, CASS

Abgract :Labor sharein @P is key to underganding income digribution, it is a foundation for andyzing invesment , savings,
and consurmption in an ecoromy , A reved s microecoromic behavior of the ecoromy. This pgper isto document the evol ution of
labor share in the Chinese ecoromy and to explore posshle explanations o the evol ution of labor share. Labor share in the Chinese
ecoromy has been decreasng and is lower than those of developed countries. In our dudy, we find labor share in ecoromic
development seems to follow a U shaped curve, the lowest point is USD 6000 per capita PPP (2000 condart) , the Chinese
ecoromy seems to follow this pattern o far , and other factors fecting labor share in China include indugtry structure and labor s
bargaining power. We suggest a theoretic nodd to explain the U shaped curve: the labor forces are different from capitd , which
have friction in the trander period between different sectors. In the begnning of the trander period, the income of labor in the
indugry sector is lower than the margna production, © the labor share is decreadng in the begnning o the ecoromy
development. When the labor force trandormation is dmogt conplete , the labor income share will increase. Inour gudy we expect
the labor income share will rise in two years.
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