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Does the “Labor Contract Law” Improve the Wage Distortion

—An Evidence from Chinese Industry

Yang Zhenbing Zhang Cheng
( School of Economics Nankai University Tianjin 300071 China)

Abstract: Based on translog production function this paper used the stochastic frontier analysis( SFA) model measure
wage distortion degree of Chinese industry and then examined the effect of implementation of “labor contract law” on the
wage distortions industrial sectors by the method difference in difference( DID) . After a series of robustness tests our results
of empirical analysis are proved robust. We found that: the “labor contract law” implemented in 2008 caused wages distor—
tions fell by an annual average of 0.4403% the labor capital ratio with characterization of factor input structure fell 1%  the
wage distortion degree will decline 0.4902% . we find that government intervention can ease the market failure and alleviate
the wage distortion phenomenon. It is crucial our government fully play the supporting role when the market mechanism plays
a decisive role in the allocation of resources.

Key words: labor contract law; wage distortion; stochastic frontier analysis; difference in difference; industrial sectors



