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Does Economic Policy Uncertainty Influence Labor Share

in Listed Companies in China?

QIAN Cheng FANG Junxiong
( School of Management Fudan University Shanghai 200433  China)

Abstract: This paper researches the influence of economic policy uncertainty on employment policy and then on the labor
income share. Based on Chinas economic policy uncertainty index and the data of listed companies in 2001—2017 the paper
has found that when economic policy uncertainty is increasing the enterprise will increase labor share by the way of reducing
the size of the employees and improve the average worker pay. The higher the uncertainty is the more highly skilled labors are
employed. Further research shows that enterprises improve the proportion of highly skilled labor force through investing human
capital. When financing constraint of the enterprise is large or the listed company is faced with downward compensation sticki—
ness the enterprise relies more on human resources arrangement to deal with economic policy uncertainty and will reduce the
scale of employees to a great extent. The results imply that listed companies can relieve the impact of economic policy uncertain—
ty by replacing low-skilled labors. The “urging effect” means that the uncertainty of macro economy may have positive effects
on enterprises.

Key words: economic policy uncertainty; labor income share; employment



