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MICRO MECHANISMS BEHIND DECLINING LABOR SHARES: MARKET POWER,
PRODUCTION PROCESSES, AND GLOBAL COMPETITION
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Labor shares, market power, and labor output elasticities
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TRADE AND VARIABLES OF INTEREST
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OLS IV
Lsgo 95{& #?g Yit LS:'@O 951.% Hfg Yit
(1) (2) (3) (4) (3) (6) (7) (8)
M pCHN 0.00223%** -0.00068 0.00052%*% _0.00314%**  (.00260%%* -0.00087 -0.00004 -0.00403%**
it-1 (0.000500) (0.000489)  (0.000180)  (0.000600) (0.000868)  (0.000745) (0.000288) (0.000884)
EXPCHN -0.00179%* -0.00055 0.00] 14%*** 0.00001 -0.00667%** 0.00180 0.00006 0.00794***
el (0.000737) (0.000423)  (0.000251)  (0.000544) (0.00251) (0.00167) (0.000823) (0.00233)
Firm x Industry FE YES YES YES YES YES YES YES YES
Time FE YES YES YES YES YES YES YES YES
Firm-level controls YES YES YES YES YES YES YES YES
Observations 114,040 114,040 114,040 114,040 114,040 114,040 114,040 114,040
R-squared 0.915 0.952 0.898 0.938 0.915 0.952 (0.898 0.938
First-stage F-test - - - - 106.90 106.90 106.90 106.90
Number of firms 22,632 22,632 22,632 22.632 22,632 22,632 22,632 22,632

Notes: Table 4 reports results from estimating equation (18) by OLS and IV. OLS-results are reported in columns 1-4. IV-results are reported
in columns 5-8. The dependent variable in columns 1-4 and 5-8 are respectively the revenue labor share, the output elasticity of labor, the
output market power parameter, and the labor market power parameter. All regressions include time and industry times firm fixed effects and
controls for the firm’s number of products, capital over labor ratio, and value added over revenue ratio. Standard errors are clustered at the

firm-level. Significance: *10 percent, **5 percent, ***1 percent.



SUMMARY STATISTICS,

EXPORTER VS. NON-EXPORTER

Exporter Non-exporter

Mean Median N Mean Median N
Variable (1) (2) (3) (4) (5) (6)
Employees 252.82 91 135,696 115.00 59 42,238
Log of value added per employee 16.54 16,42 135,696 15.59 15.43 42,238
Deflated capital per employee in 08,717 73,809 135,696 86,184 51,040 42,238
thousands
Deflated intermediates per employee o 555 74785 135606 64787 = 46,692 42238
in thousands
Value added over revenue 0.40 0.40 135,696 0.44 0.44 42,238
Average real wage 34,773 34,451 135,696 26,935 26,230 42,238
Revenue labor share 0.30 0.29 135,696 0.33 0.33 42,238
Value added share 0.77 0.75 135,696 0.78 0.77 42,238
Output market power parameter 1.09 1.07 135,696 1.10 1.08 42,238
Labor market power parameter 0.99 0.91 135,696 0.77 0.68 42,238
Output elasticity labor 0.29 0.29 135,696 0.25 0.25 42,238
Returns to scale 1.04 1.04 135,696 0.96 0.95 42,238

IWH

Notes: Table 5 reports mean and median values of selected variables separately for exporting and non-
exporting firms. Means, medians and the number of observations used to calculate the statistics are
respectively reported in columns 1 and 4, 2 and 5, and 3 and 6.



TRADE AND SHARE OF ECONOMIC ACTIVITY
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OLS

OLS v
Panel A: Lie PitQit Lt PitQit Panel B: Lt PitQit Lit PitQit
Exporter X Lit Y PitQit XLit Y PitQit Non-exporter X Lit Y PitQit XLit Y PitQit
(1) 2) 3) “4) (D (2) 3) (4)

1M pCHN -0.00436%***  -0.00820%*** -0.00859%**  -(.0139%** CHN -0.00928%** | _().(0124*** -0.0124%%%  _(.0257***

it—1 (0.000870)  (0.00112) (0.00154) (0.00195) IMP; (0.00226) (0.00319) (0.00434) (0.00636)
EXPCHN 0.00286*** = 0.00610%** 0.0112%*%*  (.0247*%%* EXPCHN -0.00296 0.00576%* -0.000909 0.00716

=1 (0.000941)  (0.00147) (0.00355) (0.00472) =1 (0.00257) (0.00312) (0.0144) (0.0224)
Firm x Industry FE YES YES YES YES Firm x Industry FE YES YES YES YES
Time FE YES YES YES YES Time FE YES YES YES YES
Firm-level controls YES YES YES YES Firm-level controls YES YES YES YES
Observations 88,761 88,761 88,761 88,761 Observations 23,564 23,106 23,106 23,106
R-squared 0.983 0.982 0.983 0.982 R-squared 0.979 0.981 0.979 0.981
First-stage F-test - - 103.40 103.40 First-stage F-test - - 4.179 4.179
Number of firms 17,059 17,059 17,059 17,059 Number of tirms 6,070 6,070 6,070 6,070




MICRO MECHANISMS BEHIND DECLINING LABOR SHARES: MARKET POWER,
CHANGING PRODUCTION PROCESSES, AND GLOBAL COMPETITION










