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Robustness of TFP in Developing Countries

Kodama, Masahiro
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Economic growth can be decomposed into three main factors: 1) labor, 2) capital,
and 3) total factor productivity (TFP). In particular, TFP is considered to be the engine of long-run
economic growth. Several methods have been proposed for estimation of TFP. Then, which method can
estimate true TFP more accurately? In this research, we shed light on this research question. Through
Monte-Carlo experiment, we have attempted to address the question.
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Unpaid Family Worker
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TFP
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1-10  0.0173  0.0173  0.0177
(0.0000)  (0.0077)
11-20 0.0176  0.0176  0.0179
(0.0000)  (0.0069)
21-30 0.0175  0.0175  0.0178
(0.0000)  (0.0067)
31-40 0.0173  0.0173  0.0177
(0.0000)  (0.0067)
41-50 0.0175  0.0175  0.0179

(0.0000)  (0.0067)
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1-10  0.0173  -0.0876  0.0285
(0.1049)  (0.0116)
11-20 0.0176  0.0046  0.0378
(0.0130)  (0.0202)
21-30 0.0175  0.0138  0.0380
(0.0036)  (0.0206)
31-40 0.0173  0.0162  0.0380
(0.0011)  (0.0207)
41-50 0.0175  0.0172  0.0383
(0.0004)  (0.0208)
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1-10 0.0173 0.0022  0.0055
(0.0151) (0.0148)
11-20 0.0176 0.0107  0.0132
(0.0069)  (0.009)
21-30 0.0175 0.0139  0.0160
(0.0036) (0.0073)
31-40 0.0173 0.0155  0.0174
(0.0019) (0.0067)
41-50 0.0175 0.0165  0.0185
(0.0010)  (0.0065)
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1-10 0.0173 0.0111 0.0177
(0.0062)  (0.0077)
11-20 0.0176  0.0120 0.0179
(0.0056)  (0.0069)
21-30 0.0175 0.0121 0.0178
(0.0054)  (0.0067)
31-40 0.0173 0.0120 0.0177
(0.0054)  (0.0067)
41-50 0.0175 0.0122 0.0179
(0.0054)  (0.0067)
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CES

TFP CES
LSGA EGA
1-10 0.0173 0.0173  0.0265
(0.0000)  (0.011)
11-20 0.0176 0.0176  0.0220
(0.0000) (0.0079)
21-30 0.0175 0.0175  0.0176
(0.0000) (0.0069)
31-40 0.0173 0.0173  0.0131
(0.0000) (0.0076)
41-50 0.0175 0.0175  0.0092
(0.0000) (0.0097)
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