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Figure 5: Economy-Wide U.S. Labor Share

Note: This figure is based on data from the U.S. Bureau of Economic Analysis. It reproduces Figure
2 from Koh, Santaeulàlia-Llopis, and Zheng (2020). The data are annual. The sample period is
1929-2018.

ter century which gradually reclassified spending on intellectual property products
(chiefly software, research and development, and artistic originals) as investment in
intangible capital—as opposed to as intermediate inputs—can explain the entire fall
in the labor share since 1950.

Figure 5 plots the BEA’s measure of the labor share for the whole economy along
with an alternative measure of the labor share constructed by Koh, Santaeulàlia-
Llopis, and Zheng using the BEA’s pre-1999 methods. The difference is striking.
While the official measure using current BEA methods has a substantial downward
trend all the way back to 1950, the version using pre-1999 methods has no down-
ward trend at all. Mechanically, this difference in the trends is due to the growing
importance of intellectual property in the U.S. economy. It seems that all of the fall
in the labor share can be explained by the BEA’s changing methodology.

But does this mean that the fall in the labor share is not real? Presumably, the
BEA updates its measures to improve measurement. Perhaps the new methodology
just reveals a downward trend in the labor share that the old methods erroneously
did not capture.
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