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Capital Deepening and Employment Adjustment

in China’s Manufacturing Sector
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Abstract This paper builds up a model to analyze the interaction between capital deepe-
ning and employment adjustment in China's manufacturing sector. We find that capital deepe-
ning has been happening in the manufacturing sector in the last decade, and the elasticity of
employment with respect to value-added has been declining. Chinese manufacturing firms
have to confront with this fact and adjust their employment strategies.
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