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The Evolution of Labor Income Share in the Process
of Urban - rural Dual Conversion
Zhang Songlin' ,Sun Wenyuan' and Cheng Yao’
(1 ;Institute for the Division of Labor & Infra — marginal Economics, Nanjing

Audit University; 2:School of Public Economics, Nanjing Audit University )

Abstract: Based on the micro — framework of the new classical economics, we use the migration of
suburbanites to the urban setting on the background of China’ s dual economic structure as the entry
point to study labor income share dynamics. On the one hand, when transaction efficiency in the
product and labor markets is highly promoted by the market — oriented reforms, the rural laborer has
incentive to become a full — time worker, while the firm which has an absolute advantage of
bargaining power in the labor market prefers to recruit part — time workers and chooses to maintain
the existence of surplus rural labor force to consolidate its dominant position; on the other hand, the
labor income share decreases with the increase of transaction efficiency in product and labor
markets. The above two points contribute together to the decline of labor income share in China.
Therefore, improving bargaining power of the rural labor force and changing division structure in the
labor market help to realize the shift from surplus rural labor force and part — time workers to
professional farmers and full — time workers, which can not only weaken the negative effects of
further market — oriented reforms on labor income share but also actually increase the labor income
share.
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