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The Mechanism of the Effect of Trade Openness on the Wage Gap among

Inter-industries; A Case from the Manufacturing Sector

CHEN Yi
(School of Economics, Nanjing Audit University, Nanjing 210029, China)

Abstract; Manufacturing in foreign trade plays an important role in the development of China’s manufacturing
industry. In the meanwhile, it indirectly influences the wage gap among inter-industries in manufacturing.
Trade liberalization has an indirect effect on the wage gap among inter-industries in manufacturing through the
following six mechanisms; effect of inter-sectoral labor market segmentations, changes in foreign trade struc-
ture, decline of nominal tariff, outsourcing in developed countries, technically-biased technological progress,
and labor productivity. The following measures will help narrow the wage gap among sectors, such as increas-
ing investment in education, facilitating transfer effect of trade, improving productivity of low-income sectors,
breaking the labor market segmentation among sectors, providing policy support for processing trade, and u-
sing the means of government redistribution.

Key words: trade openness; wage distribution; the wage gap among inter-industries; mechanism; manufac-

turing



