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Biased Technical Change and Labor Income Share in China

Chen Yufeng" Gui Binwei” and Chen Qiqing"
(a: Zhejiang Gongshang University; b: China University of Political Science and Law;
¢: Party School of the Central Committee of C. P. C.)

Abstract: Based on sorting out the different definitions of labor income share this paper establishes a production decision
model with consideration of some factors including biased technology and monopoly profits and reassesses the impact and
determination mechanism of labor income share in the transition phase of China. For a single industry monopoly profits are
the main reason of the short time changes in labor income share and biased technology is the key factor which decides the
absolute level of labor income share. The main reason of the low labor income share in China is that SOEs which occupy
large resources choose capital-biased technology. In the dual economy the biased technology which is opposite to the
resource endowments will lower the employment absorbing ability of economic growth and make the labor income be in the
low growth state for a long time and deteriorate the labor income share.

Key Words: Biased Technology; Monopoly Profits; Output Elasticity; Labor Income Share; Lewisian Turning Point
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Expectation Income Inequality and the Puzzle of City’s Housing
Price to Rent Scissors in China

Gao Bo*” Wang Wenli* © and Li Xiang®
(a: School of Economics Nanjing University; b: Research Center for Economic and Social

Development in the Yangtze River Delta Nanjing University; c¢: Bridge Trust CO. LTD)

Abstract: The city’s housing sale prices has increased rapidly than rent prices and the bubble of housing price becomes
stably in China since 2003 which is called the Puzzle of City’s Housing Price to Rent Scissors. This paper constructs house
buyers and renter’s consumption choice theory model based on resident’s tenure choice mechanism empirically tests and
explains the puzzle by dynamic panel model System-GMM using the panel data of 35 large and middle cities in China. The
results demonstrate that residents are prone to buy house in tenure choice and that will boost the housing price to rent.
Besides the housing price to rent will decrease under adaptive expectation and increase under rational expectation. The
increasing income gap among urban residents is the main factor to promote the housing price to rent. Take into account all
the factor the per-disposable income of urban residents has the most magnificent impact on the housing price to rent.
Therefore in order to cut down city’s housing price to rent ratio and avoid the housing price bubble swelling and smashing

it needs to improve the income distribution system and reduce the income gap continuously strengthen the management of
housing price expectation cultivate rental housing market guide residents” reasonable housing consumption and suppress
the real estate investment and speculation.

Key Words: Housing Price to Rent; Scissors; Tenure Choice; Expectation; Income Inequality

JEL Classification: L85 R20 R30
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