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Abstract

In this paper we investigate substitution possibilities between labor and energy in
Iranian industry. We use the CES production function and periodic observation
(1980-2013 to estimate the elasticity of substitution between labor and energy for
the Iranian industrial sector of Iran. The results indicate a substitution elasticity of
0.48. Our estimations show that adopting an environmental policy of increasing
energy prices reduces the demand for energy while increasing demand for labor.
Such a policy will lead to environmental benefits by reducing energy consumption,
while at the same time creating economic benefits by increasing employment
employment and reducing energy waste.
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