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A Preliminary Analysis on the Labor Share of Income

Takuji FUNABA

Abstract
Recently two important analyses on the labor share of income have been published. I introduce these
and suggest some ways in which research can be progressed. In section I, the relation between the labor
share of income and the elasticity of substitution is described. In section II, I decompose labor inputs into
skilled (college) labor and unskilled (high school) labor, assuming that the skilled and the unskilled are
combined with capital by different elasticities of substitution. The fluctuation in the labor share of income
is, then, investigated with reference to the ratio of college to high school earnings. Section III concludes.
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