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T V=A [bK +(1=b) N' oM™ 0<6,b,a<1, M=S+eN, ik 82025 2 A=l 4% e 25 5h 24
JR <IN O<e< 1, FEBHAEBL REAY 55 S0 B Sy %00 ™ i sk AL . i CES f1C-D 41
BB ARG I AR oy, = 1, SAERRR A ST S BRI oy =
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The Relationship between Physical Capital and Heterogeneity of
Labor in China: Theoretical and Empirical Study
Ma Hongqi and Xu Zhi
(School of Economics,Peking University; China Great Wall Aseet Management Corporation )
Abstract; Physical capital and human capital as the two key elements of economic growth have
been widely discussed in the literature of economic growth, however, their internal connection is
rarely concerned about. Based on constructing a two level CES production function, the
substitution parameters between China’ s capital and different types of labor are estimated by
nonlinear OLS technology in this paper. The results show that physical capital and human capital
are complementary. Unlike developed world, China’ s physical capital is more complementary with
“mid—grade” human capital. Namely, physical capital is more complementary with the labor who
have junior and senior high school education level then others. Therefore, the employment problem
of “low—grade” and “high—grade” labor is an important livelihood issues in economic transition in
China.
Keywords: Capital—skill Complementarity, Physical Capital, Human Capital
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