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Influence of Servitization in Manufacturing on Labor Income Share of
Enterprises: Theoretical Basis and Micro Evidence
Chen Lixian' and Shen Hong’
(1:School of Economic and Trade, Guangdong University of Foreign Studies;
2 :School of Economics,Zhejiang University of Finance & Economics)

Abstract: Nowadays, continuous decline of labor income share in China has raised much
concern. Meanwhile, manufacturing firms are carrying out servitization strategy, which will
significantly change their internal allocation of capital and labor. Then what’ s the real relationship
between manufacturing servitization and labor income share of enterprises? To describe this fact,
we firstly construct a dynamic economic growth model, divide manufacturing output into traditional
manufacturing goods and modern service goods. We find that the growth of service products of
manufacturing can increase labor income share. Secondly, we use micro data of Chinese listed
manufacturing companies and adopt PSM — DID approach to empirically test this theoretical
hypothesis. The empirical results support our hypothesis. This paper provides both theoretical basis
and empirical evidence for the influence of manufacturing servitization on labor income share.
Keywords: Servitization of Manufacturing, Labor Income Share, Unbalanced Growth Model,
PSM-DID
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