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2001 2.95 2.98 3.65 3.63 5. 49 5.35
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2003 3.19 3.12 3.92 3. 80 5. 74 5. 64
2004 3.23 3. 14 3. 96 3. 83 5.84 5.70
2005 3. 22 3.07 3.95 3.77 5. 83 5.71
2006 3.47 3.51 4.23 4. 20 6.13 6.11
2007 3. 62 3. 66 4.38 4.36 6.33 6.31
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The Reinterpretation of Labor Productivity Decline in Service Industry

—TFP or Labor Heterogeneity

WANG Yanwu' LI Wenpu' ZHANG Ziran®
(1. Xiamen University, Xiamen, China;

2. Chinese Academy of Social Sciences, Beijing, China)

Abstract: Compared with the manufacturing industry, the labor productivity of China’s service industry has vig-
orously declined recently. Some studies attribute this to the lower TFP growth rate of the service industry. Using the
2001—2016 A-share listed company data, this paper measured the TFP of China’s service industry and manufacturing
industry, and found that although the TFP of service industry and its growth rate are still lower than those of the
manufacturing industry during the sample period, the differences in these two indicators between the manufacturing
and service industry are too small to explain the decline in the relative labor productivity of the service industry. In
some subindustries within the service industry and some regions, the TFP of the service industry is even higher than
that of the manufacturing industry. Combined with the changes of labor force in different industries, this paper argues
that the low labor productivity of China’s service industry in recent years is mainly caused by the increase in labor het-
erogeneity and the decline of labor efficiency brought about by the large inflow of labor force with low education into
the service industry. Therefore, a feasible way to improve labor productivity is to accelerate the accumulation of hu-
man capital in the service industry, improve the effectiveness of labor training, increase the mobility of labor force,
and raise labor efficiency.
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