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Impacts of FDI on Labor Share: Theory and Empirical Research of China

Guo Yuqing and Jiang Lei

( Nankai University School of Economics)

Abstract: A development economics model including agricultural and industrial sectors is extended in this article. The evolution trend
of labor share and how FDI influences it are explained in a generally applicable theory framework and empirical research is made by
provincial panel data of China during 1994 —2008. Provincial fixed effects and other economic and social variables are controlled and it
is found that effect of FDI on the labor share makes a dynamic evolution path of inverted “U — type” which takes the alternative lead
between the Employment Effects and Labor Productivity Effects. There are typical regional differences of evolution path among three
regions growth poles and municipalities. Appropriate technology development market integration and corresponding policy incentives
can help inhibit the negative effect and alleviate severe income gap.

Key Words: FDI; Labor Share; Employment Effect; Technology Effect; Wage Competition Effect

JEL Classification: C21 E13 Ol11

( FTHEBE: TRARF)

51



