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An Estimation of the Capital-Labor Substitution Elasticity
and Its Influencing Factors

in China’s Industrial Sector
PAN Min', ZHANG Peng’, ZHANG Ziran

(1. School of International Trade and Economics, University of International Business and Economics, Beijing 100029, China;
2. Institute of Economics, Chinese Academy of Social Sciences, Beijing 100836, China)

Abstract: Based on stochastic frontier model of trans-log production function, this paper makes an estimation on the capital-
labor substitution elasticity of industrial sectors in China from 2001 to 2015 and an analysis on the influencing factors. The re-
sults show that: the capital-labor substitution elasticity of most industries in the labor-intensive industry group is greater than
that in technology-intensive industry group, while the latter is greater than that in capital-intensive industry group. The open-
ness, R&D intensity, nature of property right, capital-labor ratio, debt to assets ratio of the industries, the implementation of
Labor Contract Law and the financial crisis can all influence the capital-labor substitution elasticity.

Key Words: capital-labor substitution elasticity ; industry; trans-log production function; stochastic frontier model; capital in-

tensity ; factor substitution elasticity; deflection-oriented technical progress; economic growth
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