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ABSTRACT. A nonparametric approach is applied in the paper to study sources of eco-
nomic growth in China and its four eastern provinces. The nonparametric approach
loosens the restrictive assumptions such as the particular form of the underlying aggre-
gate production function and the perfect competitiveness of factor markets compared with
the conventional method. The study finds out some innovative results. First, the con-
ventional method shows that inadaptability to China’s economy because it doesn’t follow
the law of constant return. Second, the growth rate of total factor productivity (TFP)
increases along with time and the contribution of TFP growth rates to GDP growth
shows the technical progress plays a remarkable role in the studied economic growth.
Third, labor-intensive industry is still the main drive of economic growth in Zhejiang
and Guangdong, which is implied by their output elasticities of labor.

Keywords: Conventional estimate, East China, Nonparametric regression, Elasticity of
output, TFP growth

1. Introduction. In recent years, China’s economy has kept growing at a dramatic
speed. It is a miracle while the global economy is suffering a recession. The eastern
China especially exhibits an exciting development. Lots of literature have studied the
resources of economic growth, trying to find out which is the key element for its growth,
capital, labor or the total factor productivity (TFP). Especially after the Asian financial
crisis in 1997, the sustainable potential has attracted the world’s attention. As to the
studies over TFP growth, Gaofeng Han, Kalispell Kalirajan and Nirvikar Singh [4] pro-
posed a methodology that allows one to decompose the total factor productivity (TFP)
growth into technical efficiency changes (catching up) and technological progress, with
a varying coefficients frontier production function model to estimate the TFP growth.
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