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Industrial Structure Change and the Evolution of

Labor Income Ratio in China
YU Ze', ZHANG Xiao-meng®, LIU Feng-liang'
(1. School of Economics, Renmin University of China, Beijing 100872;

2. Hanqing Advanced Institute of Economics and Finance, Renmin University of China, Beijing 100872)

Abstract: The decline of labor income ratio impedes family consumption in China. Using unbalanced
economic growth model, the paper analyzes the impact of industrial structural change on labor income
ratio. The endogenous forces of industrial structure change are mainly the income growth, capital
deepening, and technology progress. The upgrade of consumption caused by income growth pushes
the industrial structural change on the one hand, it decreases the labor income ratio on the other. Cap-
ital deepening increases the industrial structural change and the labor income ratio. The impact of tech-
nology is fuzzy. According to the results, in order to choose to upgrade the industrial structure and
the proportion of labor income, further analyzing technological progress finds that, improving the ag-
ricultural sector technical progress rate will reduce the labor income share, improving the manufactur-
ing sector technical progress rate will increase the share of labor income, and improving the service in-
dustry sector technical progress will have no apparent influence on the labor income share. Therefore,
the focus of China’s structural adjustment and stable growth should be put in to improve the second in-
dustry technological progress, and maintain an appropriate investment growth rate.

Key words: industrial structural change; labor income ratio; consumption



