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A Note on Labor Share

DES S i

Many economists have concluded that the labor share in Europe
and USA is stable in the long run. It is known as a rule of thumb or
empirical hypothesis. Then, is the labor share in Japan stable? Though
it is not clear whether the labor share in Japan is stable or not, the
labor share is at least variable. The labor share of the manufacturing
sector is stable, while the labor share of the service sector is increasing.
In a framework of factor-augmenting technological progress (CES or
translog production function), the technological characteristics of the
service sector are as follows: the capital efficiency is larger than the
labor efficiency. Within service sector the rate of increase in real wage
rate is above the rate of increase in labor productivity.
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