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Can labor protection increase the labor share?
—A quasi-natural experiment based on the implementation of
Labor Contract Law

LIU Changgeng"?, GU Yang', WANG Yuhang'

(1. School of Business, Xiangtan University, Xiangtan 411105, China;
2. Hunan University of Finance and Economics, Changsha 410205, China)

Abstract: Based on the data of nonfinancial listed companies from 2000 to 2017, this paper considers the
implementation of Labor Contract Law in 2008 as a quasi-natural experiment, and by adopting the
difference-in-differences (DID) model, studies the impact of labor protection on the labor income share. It has
been found that the implementation of Labor Contract Law has strengthened labor protection, which has
significantly increased the share of labor income in labor-intensive enterprises, and this promotion effect is more
significant for state-owned enterprises, large-scale enterprises and ordinary staff. The mechanism tests find that
the strengthening of labor protection has made the wage rate grow faster than the labor productivity. Moreover,
the strengthening of labor protection improves the labor income mainly by protecting legitimate rights of
laborers, and therefore increasing the share of labor income.

Key Words: labor protection; labor share; wage rate; labor productivity
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