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Summary: The digital economy and common prosperity are crucial issues in social development in the new era. It is a
practical problem that needs to be addressed on how to achieve equitable distribution of benefits from digital economic
development and promote common prosperity steadily. While the digital economy market offers workers more employment
opportunities and higher salaries, it does not alter the weak position of labor factors in income distribution.

Based on provincial panel data from 2004 to 2017, this paper employs the entropy method to compute the digital
economic development index and investigates the impact mechanism of the digital economy on the share of labor
compensation, as well as the moderating effect of tax collection and management. The study reveals that the digital
economy exerts a significant adverse impact on the share of labor compensation, which is mediated by three transmission
mechanisms: the effect of digital technology innovation, the scale agglomeration effect of the digital economy, and the
popularization effect of the digital economy. Tax collection and management has a positive moderating impact on the
relationship between the digital economy and the share of labor compensation. By achieving fairer factor prices and a more
perfect market supervision system, tax collection and management can improve workers’ situation in the primary
distribution. In addition, the impact mechanism of the digital economy on the share of labor compensation and the
moderating effect of tax collection and management have both industrial heterogeneity and regional heterogeneity. The
digital economy has a positive and negative impact on the share of labor compensation of the secondary and tertiary
industries, respectively, and the positive regulating effect of tax collection and management is mainly reflected in the
share of labor compensation of the tertiary industry. The digital economy exerts a significantly negative impact on the share
of labor compensation in China’s eastern and central regions, while tax collection and management has a positive
regulating effect on the share of labor compensation in the western and eastern regions.

Compared with existing literature, this paper’s marginal contributions are primarily reflected in two aspects.
Firstly, this paper discusses the influence channels of the digital economy on the share of labor compensation: the digital
economy changes the preference and allocation scale of production factors of enterprises through technological innovation
and scale agglomeration and changes the employment choice of workers through the popularization effect, thus affecting
the overall trend of the share of labor compensation. Secondly, this paper puts forward a new idea to improve the pattern
of factor allocation in the digital economy from the perspective of tax collection and management. The tax collection and
management of digital capital and data elements can make up for the lack of taxation in the current pricing of production
factors, increase the monopoly cost of digital economy capital, and maintain the fair order of the digital economy market.
The research uncovers the evolving trend of the share of labor compensation and its fundamental reasons in the digital
economy and validates that augmenting government tax collection and management capabilities can enhance the situation of
labor factors in income distribution. These findings offer a fresh theoretical basis for increasing the share of labor
compensation in the primary distribution.

Key words: digital economy; tax administration; share of labor compensation; income distribution
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