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Import Competition and Labor Income Share .
Identification, Decomposition and Mechanism
DENG Ming

Abstract; Maiching the firm level data of Chinese industrial firms from 1998 to 2006
with the import tariff data of product level, and basing on the quasi natural experiment of
China entering WTO in 2002, this paper uses DID model to study the impact of import
competition on the labor income share of Chinese manufacturing industry. The results show
that import competition significantly reduced the labor income share in Chinese manufac-
turing industry, which is valid in robust tests. In addition, the decomposition study of la-
bor income share changing in industry level shows that the labor income share changes is
mainly achieved by squeezing out firms with high labor income share, also attracting firms
with low labor income share. From micro level mechanism, although import competition
increases firm’s labor wage, the competition takes greater effect on the improvement of

firm’s labor productivity, thus makes firm’s labor income share decreases.

Keywords : Import Competition; Labor Income Share; Firm Entry; Firm Exit
(TTHERE T AM4h)
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