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1. What is the question?
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2. Why should we care about it?
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3. What is the author’s answer?
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4. How did the author get there?
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yit : log of output

=

xit : k*1 log of input vector

=

g: : time-varying component of technology
Vit : symmetric stochastic error

Uit : one-sided stochastic technical inefficiency

p : AR coefficient

ui": nonnegative random noise ; u”i: (Uit , Uit1)T

wi : h*1 vector of the determinants for the firm-specific inefficiency
Eit : Vit*- Uit*

Vit": Vit -PVit-1

eit : Vit- Xit' B-Tlo -Ttt

vi. & (Vio, .., vimi)T » (Ti+1)*1 vector

ui': (Ui, .., u"im)" > Ti*1 vector

It : T*T identity matrix

Ot : T*1 vector of zeros
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¢r(smE) : pdf of a T-dimensional normal distribution with mean n and variance matrix =
®,(;n,2) : cdf of a T-dimensional normal distribution with mean n and variance matrix =
Q : the quasi-difference transformation matrix

3e: 02QQ™+0ulln 5 Ze: 6,2QQ™+0ul

0: (BT, mo, M1, 0% p, 67)" > the vector of parameters

H(B) : the Hessian matrix

€: the predicted residual vector of the transformed model

€it: (€it, Eitv1)T » 2*1 vector of the composite errors from consecutive periods

Vit © (Vied, Vit Vien)T 3 Vi 2 (Vi V)T

Q:: the information set available at time t

RBias : the relative biases ; RMSE : the relative mean squared errors



