
Abstract:
The labor share, defined as the share of value-
added paid to labor, has steadily declined globally
since the 1980s. Existing literature, however,
intensively discusses the reasons mainly from
manufacturing sector. In this paper, we investigate
the impact on labor income share from the greater
openness of service sector, based on China’s 
firm level evidences. 
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We find that (1)Services trade liberalization
reduces manufacturing firms’ labor share. 
(2)The reduction in the firm’s labor share is
due to the fact that the growth in labor
productivity exceeds the growth in labor 
wage. (3)The negative effect of services 
trade liberalization on firms’ labor
share decreases or even becomes
positive with the elevation of 
firms' initial productivity level 
(the decrease of firms’ initial
labor share).
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