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Value Chain Division, Labor Market Segmentation
and the Structure of National Income Distribution

FU Wen-lin,ZHAO Yong-hui

(School of Public Economics and Administration , Shanghai University
of Finance and Economics ,Shanghai 200433,China)

Abstract: The national income distribution relationship depends not only on factor supply and de-
mand structure, but also on international competitive advantages of industries. This paper explores the
influencing factors of provincial labor income share by an econometric model with the introduction of
value chain division and labor market segmentation. It shows that the value chain division status exac-
erbates the problem of imbalance in national wealth distribution and dual economic structure results in
the relative surplus of labor supply of industrial sectors in coastal areas, leading to wage growth far be-
hind economic growth and thereby the continuously decreasing tendency of the overall return rates of
labor at the aggregate level. The sub-region regression analysis shows that the international value chain
division and national income distribution effect of dual economy have periodical characteristics. It pro-
vides the policy implication that the rise in labor income share in China lies in not only the intervention
in wage formation system of labor market, but also the promotion of the increase in the value chain sta-
tus of the whole industries and the rise in value creation capability of national economy.

Key words: value chain division; labor market segmentation; employment structure; national

income distribution
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