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Abstract: Common prosperity is the ultimate goal of socialism, which is determined by the
fundamental system and is an essential requirement for achieving the purpose of socialist production and
demonstrating the superiority of the socialist system. Achieving common prosperity, an important aspect
of improving people’ s lives, helps alleviate the contradiction between unbalanced and inadequate
development and the people’ s ever—growing needs for a better life. Therefore, promoting common
prosperity in high—quality development can only be achieved by deepening the reform of the income
distribution system, especially striking a balance between efficiency and equity in the market—based
primary distribution.

This study develops an imperfect competition model to describe how competition policies affect labor
income share by altering the input of production factors and monopoly pricing power of enterprises. We
then use the implementation of the China’s Anti—-Monopoly Law (AML) as a policy shock and perform
empirical estimation using the data of China’s A—share listed companies. The empirical results show that
the AML significantly increases the labor income share of high—-monopoly enterprises, and this effect
becomes more apparent with the intensification of AML enforcement. The mechanism analysis shows that
the AML mainly affects labor income share by creating a more equitable environment in the factor market
and the product market. The further analysis shows that the AML not only improves the efficiency of
resource allocation and promotes high—quality development, but also significantly narrows the income gap
within enterprises and promotes common prosperity.

This study has the following policy implications. Firstly, to achieve the strategic goal of common
prosperity, it is imperative to focus on the legislation and revision of competition policies such as the
AML. It is necessary to further refine relevant provisions and rules of each chapter of the AML to empower
the judicial and law enforcement agencies to enforce the law effectively. Secondly, the government should
prioritize the regulatory function of competition policies on the factor market, and be mindful of the
boundaries when revising laws. This is essential to avoid conflicts with other governmental intervention
means in the factor market. Thirdly, while the institutional effectiveness of competition policies should be
a major focus when promoting efficiency and maintaining fairness, it is also important to adjust the scope
of legal control flexibly. This means not only curbing improper competition of monopoly enterprises, but
also providing convenience for large enterprises to leverage their advantages in scale and participate in
international market competition.

Potential contributions of this paper are as follows. Firstly, examining the causal relationship
between competition policies and labor income share from the perspective of income distribution effect,
this study provides effective policy instruments to the government to conduct primary distribution
governance using market instruments. Secondly, using a policy shock to capture the exogenous changes of
market competition environment, this study better identifies the impact of the improvement of market
competition environment on income distribution decisions of enterprises. This study also carries out
empirical tests on the underlying mechanism, therefore providing insights into the impact path of market
competition changes brought about by the AML on the labor income share of enterprises. Thirdly, this
study analyzes the competition policy from both the factor market and the product market, and provides a
comprehensive analytical framework on the effect of the AML. Fourthly, this study further investigates the
effect of competition policies on high—quality development of enterprises and common prosperity, and
provides strong policy insights to the government in achieving common prosperity in high—quality
development.

Keywords: competition policy; labor income share; income distribution; anti-monopoly; common
prosperity
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