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Global Value Chain Embeddedness and Labor Share of Income
—Based on Chinese Theory and Empirical Analysis
SUI Guangjun SUN Zhaoji CHEN Wen

Abstract: This paper introduced intermediate input into the bargaining model con-
structed a factor income distribution model under imperfect competition and used the data
of Chinese manufacturing firms from 2000 to 2008 to analyze the impact of global value
chain embeddedness on labor share of income and its mechanism. The results show that:
(1) The participation of Chinese manufacturing firms in the global value chain
significantly affects the labor share of income. The global value chain embeddedness and
labor share of income present an U-shaped relationship. ( 2) Global value chain embed-
dedness has a heterogeneous effect on the labor share of income. Participating in the global
value chain has a significant impact on the labor share of income of firms in eastern China
private firms and general trading firms and the impact on the firms of central and western
regions state-owned firms and processing trade firms is not significant. ( 3) Using the me—
diation effect model test it is found that the influence mechanism of global value chain
embeddedness on the labor share of income has “labor skill channel” and “markup rate
channel”  but the direction of action is different. In order to balance the negative impact
of the global value chain and realize the benign interaction of the international and

domestic double cycles this article puts forward relevant policy recommendations.

Keywords: Global Value Chain; Labor Share of Income; Labor Skills; Markups
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