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Labor Heterogeneity, Capital Deepening and Employment:
Review of Labor Shortage and Difficult Employment
with Skill-biased Technology

LIU Yu-lin', XIONG Jie*, LI Jia-ming

(1.School of Public Affairs, Chongqing University , Chongging 400043,China ;2.School o f Economics and
Business Administration » Chongqing University, Chongqging 400043, China)

Abstract: Focusing on labor shortage and difficult employment, this paper analyzes
the inherent relationship among capital, labor heterogeneity and unbalanced labor market.
It confirms the complementary effect of capital on skilled labor and the substitution effect
of capital on labor with low quality, and argues that the process of capital deepening in
China is a better development path voluntarily selected by large economic when there is a
matching gap of labor heterogeneity. Through GMM it also proves the effect of labor on
employment in the process of capital deepening and widening under skill-biased technology
and proposes suggestions about reasonable determination of industries with technology up-
grading and capital deepening and the exertion of comparative advantages of low-skilled la-
bor in sectors with capital widening.

Key words: capital deepening; rural migrant labor; heterogeneity; employment
(wiE%HHE A —rh)

(E#EF 47 7O
the selection of entry timing in firms does not necessarily depend on their own resources.,
and industry pioneers are even more likely to be the firms with relatively less own re-
sources; secondly, although industry development potential and expected profits play the
positive role in promoting the entry of industry pioneers, the positive role weakens with the
increase in the second-mover advantage. Using the data of industry enterprises in China from
1998 to 2007, this paper makes an empirical test of the first conclusion and provides the sup-
port for this conclusion. At last, it proposes the concept of industry generation timing and
some corresponding policy recommendations.

Key words: industry pioneer; entry timing; second-mover advantage; first-mover ad-

vantage; industry generation timing (wEHRE F—rb)

+ 108 -



