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Labor Share Trends
Percentage Points per 10 Years
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The elasticity
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TABLE 1
BASELINE ESTIMATES OF ELASTICITY OF SUBSTITUTION

Investment 90% Contf.

Labor share price o Std. err. interval Obs.
(1) KN Merged PWT 1.25  0.08 [1.11,1.38] 58
(ii) KN Merged WDI 1.29  0.07 [1.18,1.41] 54
(111) OECD and UN PWT 1.20 0.08 [1.06,1.34] 50
(iv) OECD and UN  WDI 1.31  0.06 [1.20,1.42] 47
(v) KLEMS 1 KLEMS 1.17  0.06 [1.06,1.27] 129
(vi) KLEMS 2 KLEMS 1.49 0.13 [1.28,1.70] 129

Average 1.28
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TABLE 1
BASELINE ESTIMATES OF ELASTICITY OF SUBSTITUTION
Investment 90% Conf.
Labor share price o Std. err. interval Obs.
(1) KN Merged PWT 1.25 0.08 [1.11,1.38] 58
(i1) KN Merged WDI 1.29 0.07 [1.18,1.41] 54
(111) OECD and UN PWT 1.20 0.08 [1.06,1.34] 50
(1v) OECD and UN WDI 1.31 0.06 [1.20,1.42] 47
(v) KLEMS 1 KLEMS 1.17 0.06 [1.06,1.27] 129
(vi) KLEMS 2 KLEMS 1.49 0.13 [1.28,1.70] 129
Average 1.28
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TABLE II

ESTIMATES OF ELASTICITY OF SUBSTITUTION ALLOWING FOR MARKUPS

Investment Investment

Std. 90% Conf.

Labor share price rate o err. interval Obs.
(1) KN Merged PWT Corporate 1.03 0.09 [0.87,1.19] 55
(11) KN Merged WDI Corporate 1.29 0.08 [1.16,1.42] 52
(11) OECD and UN PWT Corporate 1.24 0.11 [1.05,1.43] 46
(iv) OECD and UN WDI Corporate 1.43 0.08 [1.28,1.57] 44
(v) KN Merged PWT Total 1.11 0.11 [0.93,1.29] 54
(vi) KN Merged WDI Total 1.35 0.08 [1.22,1.49] 52
(vii) OECD and UN PWT Total 1.24 0.11 [1.06,1.43] 46
(viii) OECD and UN WDI Total 1.42 0.09 [1.27,1.56] 44
Average 1.26
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TABLE III

EsTIMATES OF ELASTICITY OF SUBSTITUTION WITH DIFFERENT PrRODUCTION FUNCTIONS

Nested input Std. 90% Conf.

Labor share with capital a err. interval Obs.
(1) KLEMS 1 High skill 1.23 0.08 [1.11,1.36] 100
(ii) KLEMS 1 Middle and low skill 1.19 0.08 [1.05,1.33] 100
(i11) KLEMS 1 Low skill 1.19 0.09 [1.04,1.34] 100
(iv) KLEMS 2 High skill 1.34 0.16 [1.07,1.60] 100
(v) KLEMS 2 Middle and low skill 1.31 0.17 [1.03,1.60] 100
(vi) KLEMS 2 Low skill 1.31 0.18 [1.02,1.61] 100

Average 1.26
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TABLE IV
EvALUATING LABOR SHARE’S DECLINE (PERCENT CHANGES ACROSS STEADY STATES)

CD CES CD CES CD CES

-~

§ § A A G ER
(1) Labor share (percentage points) 00 -26 -31 -26 -31 -49
(i1) Capital share (percentage points) 0.0 26 -19 -24 -19 -0.1
(iii))  Profit share (percentage points) 0.0 0.0 5.0 5.0 5.0 5.0
(1v) Consumption 18.1 20.1 —5.2 —5.4 10.7 12.4
(v) Nominal investment 18.1 308 —-11.1 -—-12.7 3.7 11.9
(vi)  Labor input 00 -14 -32 -29 -32 42
(vii)  Capital input 51.6 67.8 -11.1 -12.7 33.2 43.6
(viii)  Output 18.1 228 -6.3 —-6.8 9.4 12.3
(ix)  Wage 18.1 192 -82 82 7.1 7.7
(x) Rental rate —221 -22.1 0.0 0.0 -—-221 -22.1
(xi)  Capital-to-output 28.4 366 52 —-64 21.8 27.9

(xii) Welfare equivalent consumption 18.1 221 -3.0 -34 13.2 15.8
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