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Wages. Productivity and Firm Export.
Based on Unit Labor Costs

Wang Wanjun'?, Shen Kunrong®, Ye Linxiang'

(1. School of Economics, Nanjing University of Finance and Economics, Nanjing 210023, China ;
2. School of Economics, Nanjing University, Nanjing 210093, China)

Abstract: In the background of the decline in labor supply and the increase in wages
year by year,the magnitude of the improvement of productivity exceeding the one of wages
growth leads to the decrease in unit labor costs, meaning that the overall competitiveness
in the manufacturing sector has been improved and industrial enterprises are encouraged to
pay more attention to the expansion of domestic market. Considering both wages and pro-
ductivity, this paper uses unit labor costs to measure the competitiveness of enterprises
and investigates the effect of unit labor costs on export intensity of the manufacturing en-
terprises by analyzing the panel data of Chinese industrial enterprises from 1998 to 2007.
Panel fixed-effect and Tobit models show that unit labor costs have a significantly positive
impact on export intensity, namely the decline in unit labor costs will inhibit export and
enterprises would reduce export intensity and increase the domestic market share. The
two-step Heckman selection model also shows that there are significantly positive impacts
of unit labor costs on the intensive and expansive margins of export and the decline in unit
labor costs leads to the reduction in export propensity and export intensity by firms.

Key words: wage; unit labor cost; export intensity; intensive margin; expansive
margin
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