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The Effect of International Trade on Wage Gap Between Skilled and
Unskilled Labor in Chinese Manufacturing

—Empirical Study Based on Provincial Panel Data
ZHOU Lu-song .« ZHENG Ya-li
(School of Economics and Management, Zhejiang Sci-Tech University, Hangzhou 310018, China)

Abstract: Based on provincial panel data from 2002 to 2012, the authors analyze the effect of foreign
trade on the wage gap between skilled and unskilled labor in China’s manufacturing in 31 provinces, and
then the authors classify 31 provinces into two types: central east and west. Besides, the authors
separately analyze the effect of foreign trade on the wage gap. Studies have shown that: from a national
perspective, the foreign trade significantly increases the relative demand and wage of skilled labor, thereby
increasing the wage gap of the skilled and unskilled labor. If we decompose foreign trade into import and
export trade, we will find import trade increases wage gap, while such phenomenon is not significant in the
export trade. From a regional perspective, the regional differences will cause the import trade and export
trade produce different effects on the wage gap.

Key words: international trade; skilled labor; unskilled labor; wage gap;manufacturing
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