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4. 4 ,
; ECM(uy.1)
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Variational Method

KANG Mei-juan, ZHANG Xi
( The Business School, Ningbo University, Ningbo 315211, China )

Abstract: In order to study sustainable economic development model under the new normal situation, the author

first analyzes the contribution of technological progress to the economic growth with the assumption of Hicks

neutral technical progress. The study uses the variational method to calculate the optimal evolving path of

technological progress, capital and workforce, and further finds whether they are cubic, quadratic and linear

separately. In the empirical analysis, using error correction model it is found that China’s economic development

pattern is closely fitting to the optimal path that is obtained, and also found is that there exists cointegration

relationship between GDP, capital and workforce. The coefficient of ECM is significantly nonzero, and the value

is negative. Empirical analysis also shows that technological progress has an especially significant effect on the

sustainable economic growth. Encouraging and supporting the technical innovation is the key to maintaining

steady and rapid economic development.

Key words. Solow-Swan model; variational method; economic growth path



