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Estimation the Total Factor Productivity of Sixteen Regions in Korea
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ABSTRACT : This study measures the total factor productivity (TFP) of sixteen regions in Korea
and analyzes cross regional differences in TFP. Based on the growth accounting equation, TFP is
calculated by a non-econometric method using the primal approach with production function and the
dual approach with national income identity. Among the necessary data for estimating TFP, the total
capital stock is calculated by using the perpetual inventory method. Based on the Solow model, the
real return on capital is to estimate the marginal productivity that is calculated by subtracting the
rate of depreciation. By the results of two different ways of estimating TFP, they generally show
a similar trend, but the estimated results of the primal or dual approaches show a relatively large
fluctuation by regions. According to the primal and the dual approaches, the average TFP in Seoul
during the period of 1988~2006 is estimated by 0.0483, and 0.0575 respectively. This is a relatively
high productivity that is higher than the average of the Korea out of sixteen regions included in
the top 38 percentage.
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