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How Does Labor Income Share Affect the Quality of China’s Economic Growth?

CHAO Xiaojing LIAN Yuanmei

(Northwest University, Xi’an,China)

Abstract: Adhering to the promotion of high-quality development is the overall requirement and policy orientation
of China’s economic and social development, which is mainly manifested in improving the quality of growth at the eco-
nomic level. Under the three-dimensional framework of conditions, processes and results of economic growth quality,
this paper theoretically explains how labor income share affects the quality of economic growth from three aspects such
as human capital, consumption demand and productivity, and conducts empirical research based on a panel data of 30
provinces in China from 1998 to 2016. Using principal component analysis and kernel density estimation to accurately
describe the dynamic evolution of the distribution of the quality of economic growth, it is found that the quality of eco-
nomic growth in China’s provinces basically shows a fluctuating upward trend in the sample period but with significant
regional heterogeneity. Results using system GMM estimation, instrumental variable and spatial econometric methods
show that the share of labor income changes in the same direction as the quality of economic growth. Low share of la-
bor income will significantly inhibit the improvement of the quality of economic growth through human capital effect,
consumption demand effect and productivity effect. Considering the spatial effect, the decrease in the share of labor in-
come will not only hinder the improvement of the quality of economic growth in the local region, but also have a nega-
tive impact on the quality of economic growth in other regions.

Keywords: Labor Income Share; Human Capital; Consumption Demand; Productivity; Quality of Economic Growth
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