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Income Distribution Effects of Investing in People:
Evidence from Work Injury Prevention Pilots
HUO Wenxi' TANG Feipeng’

(1.School of Economics, Xiamen University ;

2.School of Economics, Jinan University )

Summary: To optimize the pattern of income distribution and achieve common
prosperity , the Chinese government has proposed to continuously increase the proportion
of labor remuneration in the initial distribution. However, if the safety and health of
workers are not protected, increasing their income is meaningless. Therefore, protecting
the safety and health of workers is a prerequisite for increasing the share of labor income
and maintaining long—term sustainability. In 2023, China proposed for the first time to
closely integrate ‘investment in things’ with ‘investment in people.” Work—-related injury
insurance is a fundamental system of investing in people, as it targets all workers, focuses
on protecting their health and safety, and covers the entire work process. The insurance
premiums are fully borne by employers, ensuring that workers can receive medical
treatment and economic compensation in the event of safety accidents or occupational
diseases. It comprises three aspects—work injury prevention (WIP) , work injury
compensation, and work injury rehabilitation. Among them, WIP is proactive and
particularly important for workers.

In 2013, China selected 50 cities to carry out pilot projects for WIP, allowing them to
extract approximately 2% of the income from work injury insurance funds for publicity and
training to enhance the self—protection awareness of local workers in the production process
and the safety awareness of enterprises to reduce accident rates from the source. This study
takes this as a natural experiment and uses national tax survey data and urban panel data
from 2011 to 2016 to explore the impact mechanism of WIP on the labor income share of

enterprises and conducts heterogeneity analysis.
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Our study draws the following conclusions. WIP can significantly increase the labor
income share of enterprises. After a series of robustness tests, including parallel trend
test, placebo test, replacement of dependent variable , modification of standard error,
change of control variable , exclusion of systematic differences, and exclusivity test, the
above income distribution effect still holds. Mechanism analysis reveals that WIP has
both an “efficiency effect” and a “welfare effect, ” which together affect the labor
income share of enterprises. Heterogeneity analysis demonstrates that the income
distribution effect of WIP is more pronounced in enterprises with lower operational risks ,
higher marginal labor returns, or weaker labor mobility, as well as in regions with
stronger awareness of rights protection, better business environment, or better training
environment. The above conclusion provides empirical evidence for improving the
development environment of enterprises and optimizing the income distribution of factors.

This study makes the following three contributions: We expand the empirical research
on work injury insurance and prevention in academia. The existing literature only uses
provincial data or a small amount of data from listed companies, which results in
insufficient sample refinement and representativeness. Moreover, they only focus on the
intuitive effectiveness of security governance. This study uses enterprise data from a
national tax survey to investigate the indirect governance effect of WIP. We reveal the
causal relationship between labor protection and labor income share from a new perspective
of WIP. Most domestic literature focuses on the Labor Contract Law, Social Insurance
Law, or the minimum wage system. However, as an important part of the social security
system, there is little literature on work injury insurance—let alone research on its impact
on income distribution. We comprehensively analyze the mechanism and heterogeneity of
the income distribution effect of WIP. We find that WIP does not impose additional
burdens on enterprises but can effectively improve labor productivity, increase enterprise
income, and improve labor remuneration, achieving a win—win situation for both
employers and employees.

Keywords: Invest in people; Occupational Injury Prevention; Labor Income Share ;

Income Distribution; Social Insurance
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