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Table 7b. Results of the CADF test with two endogenous structural breaks (Reference country: Hong Kong)
Covariate: Trade/GDP ratio Covariate: Inflation rate

Countries w/o constant w/ constant w/o constant w/ constant

t p? bresk 1 break 2 t p? bresk1 break 2 t p®  bresk 1 break 2 t p?  bresk1 break 2
China -1.923 0.25 1986 2010 -2.322 043 1993 2005 -0.456 0.99 2009 2010 -3.328 0.88 2002 2006
Indonesia -0.348 091 1975 2010 -4.260 0.98 1998 2008 -1.227 0.94 1976 1984 -3.244 1.00 1998 2007
India -2.960 0.14 1976 2000 -4.563 0.87 1976 2006 -1.658 0.86 1976 2006 -5.305 * + 0.72 1976 2006
Korea -3.503 0.99 1976 1985 -3.498 0.90 1983 1994 -3.903 0.59 1976 1988 -3.674 0.93 1988 1994
Malaysia -2.542 0.79 1976 1985 -5.606 ** ++ 0.82 1986 2008 -0.236 0.75 1977 2008 -4.405 0.95 1986 2008
Philippines -0.745 0.99 1976 2000 -3.787 0.63 1976 1983 -0.665 0.94 1976 1996 -2.532 0.98 1983 1999
Singapore -3.469 0.96 1991 2005 -4.259 0.79 1986 2005 -3.013 0.87 1991 2005 -3.296 0.93 1985 2005
Thailand -3.133 0.11 1986 1997 -4.433 0.21 1993 2008 -0.695 0.98 1997 2006 -3.762 1.00 1998 2008
Taiwan -2.801 0.68 1998 2000 -3.169 0.93 1982 1995 -2.580 0.91 2000 2009 -3.048 100 1983 1995

Covariate: Government expenditure/GDP ratio Covariate: Human capital index

Countries w/o constant w/ constant w/o constant w/ constant

t p? bresk 1 break 2 t p? bresk1 break 2 t p? bresk 1 break 2 t p? bresk1 break 2
China -0.249 0.99 2009 2010 -2.815 0.27 1986 1999 -0.579 0.94 2009 2010 -3.190 0.96 1998 2006
Indonesia -0.477 0.38 1983 2006 -5.158 * + 0.62 1998 2008 -0.600 0.87 1986 1997 -3.401 0.87 1998 2007
India -1.578 0.04 1976 1990 -3.331 0.78 1977 2006 -1.784 042 1976 2005 -3.874 0.90 1976 2006
Korea -4.348 0.45 1976 2006 -3.565 0.99 1988 1994 -3.620 0.22 1976 2000 -3.370 051 1982 1994
Malaysia -1.653 0.90 1975 1984 -6.953 **++ 052 1986 2008 -1.251 0.75 1977 1986 -5.244 * + 0.92 1986 2008
Philippines -0.601 0.74 1976 1997 -3.109 0.55 1983 2000 -0.677 0.32 1983 1997 -2.707 0.38 1984 2000
Singapore -5.581 *++++ 0.22 1988 2000 -5577 ** ++ 0.20 1988 2000 -3.325 0.95 1991 2005 -3.600 0.98 1991 2005
Thailand -0.758 0.84 1997 2006 -4.684 0.50 2000 2008 -0.662 0.41 2000 2008 -4.160 0.79 2000 2006
Taiwan -2.987 0.70 1999 2000 -3.177 0.95 1983 1995 -2.824 0.62 1999 2000 -4.092 0.04 1976 2006

Covariate: TFP index

Countries w/o constant w/ constant

t p? bresk 1 break 2 t p? bresk1 break 2
China -0.554 0.67 2009 2010 -2.442 0.84 1998 2006
Indonesia -0.314 0.87 1976 2004 -2.887 0.94 1998 2007
India -1.153 0.87 1976 2006 -4.455 0.84 1976 2006
Korea -3.736 0.92 1976 1985 -3.518 0.94 1988 1994
Malaysia -0.636 0.76 1977 2007 -4.173 0.97 1986 2008
Philippines -0.485 0.99 1976 1999 -2.767 1.00 1983 1998
Singapore -3.091 1.00 1991 2005 -3.658 0.99 1985 2005
Thailand -0.492 0.96 1997 2006 -3.611 0.99 2000 2008
Taiwan -2.342 1.00 2000 2009 -3.051 1.00 1983 1995

**x % and * denote statistical significanceat the 1, 5 and 10% levels of the asymptotic distribution of the test, respectively, and +++, ++, and + denote statistical significance at the 1, 5, and 10% levels of the finite-sample
distribution (T = 50) of thetest, respectively. These percentage points of the tests are displayed in Table A4 in the Appendix.

CADF Romano and Wolf
Familywise error rate 10



Trade/GDP ratio Inflation rate Government
Countries expenditure/GDP ratio
t 2 t 2 t 2
) P )
China -1.264 0.56 -0.822 1.00 -0.978 0.97
Indonesia -0.766 0.87 -0.597 0.95 -0.693 0.96
India 0.181 0.56 -0.047 0.93 0.356 0.38
Korea -2.800 * 0.98 -2.799 * 0.98 -3.018 ** 1.00
Malaysia -0.524 0.99 -0.237 0.83 -0.583 0.85
Philippines 0216 0.99 0.812 0.90 0.642 0.83
Singapore -1.769 * 0.88 -1.100 0.89 -1.838 * 0.87
Thailand -0.448 0.85 -0.487 1.00 -0.464 0.87
Taiwan -2.109 * 0.99 -2.009 * 1.00 -2.150 ** 0.99
Human capital index TFP index
Countries
t pl t pz
China -0.932 0.93 -0.958 0.71
Indonesia -0.639 0.90 -0.623 0.78
India -0.261 0.96 -0.282 0.86
Korea -2.719 * 0.99 -2.796 * 0.94
Malaysia -0.246 0.83 -0.286 0.69
Philippines 0.686 0.74 0.356 0.95
Singapore -1.199 1.00 -1.065 0.99
Thailand -0.488 1.00 -0.473 0.97
Taiwan -2.165 * 0.93 -2.048 * 1.00
M F
SGP HKG

THA

M and F stand for
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» Covariate augmented Dickey-Fuller (CADF) test (2 breaks)
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Table 8. Panel estimation results

Variables (1) 2) 3) “@ {5y
Polity2 -0.002 -0.002 0016
(0.008) (0.008) (0.009)
Political rights 0.021 0.022 0.195
(0.030) (0.030) (0.035)
('iv\[]iburly -(.095 *** -0.100 *** -0.066 ** 20.072 *s* -0.045
(0.024) (0.024) (0.030) {0.022) (0.030)
Overall economic freedom -0.012 * -0.012 ** 0012 * -0.009 ** -0.010 *
(0.007) (0.005) (0.006) (0.004) (0.005)
Property rights 0.001 0.001 0.002
(0.002) (0.002) (0.002)
Government integrity -0.003 * -0.002 -0.002 -0.003_* -0.002_*
(0.002) (0.001) (0.002) (0.001) (0.001)
Business freedom 0.003 0.002 0.002
(0.002) (0.002) (0.002)
Tax burden 0.000 0.000 -0.002
(0.002) (0.002) (0.003)
Trade freedom -0.010 =*=* -0.011 **= -0.013 **=* 0011 *** -0.014 *==*
(0.002) (0.002) (0.002) (0.002) (0.002)
Investment freedom 0.006 =% 0.006 *=*= 0.004 ** 0.005 ==* 0.004 *=
(0.002) (0.002) (0.002) (0.002) (0.002)
Financial freedom 0.000 0.000 0.000
(0.002) (0.002) (0.002)
Robots per emplovees -0.007 -0019 *=* -0.019 *==
[UERIY] U008} (R ]
ICT -0.002 ** -0.002 ** -0.002  **
(0.001) (0.001) (0.001)
R-squared 0.549 0.527 0510 0.509 0491
Constant Yes Yes Yes Yes Yes
Model Fixed Fixed Fixed Fixed Fixed
Observations 644 691 644 713 666
Years 1995-2018 1995-2018 1995-2018 1995-2018 1995-2018
Countries 27 29 27 30 28
ordered logit model Civil liberty Trade freedom
Robots per employees
Table 9. Results of ordered logit
Variables [0 2 6) ) 6] ©) U] ®)
Civil liberty 0976 * 1,514 ** 1201 ** LI40 *#  064] * 1154 ** 088 * (725 **
(0.525) (0.640) (0.598) (0.428) (0347) (0.555) (0376) (0311)
Government integrity 0.055 0.100 0.018 0.020 0012 0.045 -0010 0.009
(0.065) (0.065) (0.038) (0.040) (0052) (0.050) (0042 (0.038)
Trade freedom 0.073 0.058 0.016 0.028 0219 * 0296 ** 0092 0.061
(0.054) (0.044) (0.045) (0.046) (0.119) (0.145) (0.118) (0.108)
Robots per employees 1.966 *++ 1.665 *++ 1.552 4+ 1427 #1345 ¥+ 1 (90 #+
(0.656) (0512) (0.529) (0.488) (0.363) (0.315)
ICT -0.082 D122* 0,002 0057%  -0099 ¥ -0.005
(0.081) (0.070) (0.052) (0.032) (0.037) (0.033)
D Europe 1740* 1316 1612 # 1943 * 1223 1357 %
(1.044) (1.008) (0.824) (1.018) (0.841) (0.793)
Pseudo R-square:! 0213 0255 0224 0.106 0.208 0261 0207 0.073
Observations 37 37 37 40 37 37 37 40

Note: Explanatory variables are the sample averages (1995-2018) in Egs.(1)-

(4) and the recent 10-year averages in Egs. (5)-(8).

Hansen, B. E. (1995) Rethinking the univariate approach to unit root testing, Econometric Theory, 11,

1148-1171.

Romano J.P. and Wolf M. (2005) Stepwise multiple testing as formalized data snooping, Econometrica
73,1237-1282.
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