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Structure Changes, Elements Output Elasticity and
Potential Economic Growth in China

Abstract: This paper builds a structural time-varying elastic production func-
tion, considering the labor structure, capital structure and human capital structure
in economic growth. Using provincial panel data in 1997 ~ 2012, we estimate the
dynamic elements of the output elasticity of this period and the changes in China’s
economic growth potential. The results show that: the potential growth rate de-
clines in recent years, mainly due to the decline of the capital growth rate, while
upgrading human capital slowes the decline. Changes in real growth over the past
decade is mainly caused by the change in the potential growth, especially since the
2010 economic growth slowed, mainly due to the decline in the potential growth, it
means that in future, policy should focus on supply management instead of demand
management, develop potential of economic growth, ensure the sustainability of
economic growth,
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