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Background 
ÇDue to lack of standard data base, it was really difficult to carry 

out comparative studies regarding on technological change, skill 
formation and investment among the countries. 

 
ÇEU KLEMS database has been a brought a major break through 

in the area of economic growth . 
 
ÇResearchers can use this database and by applying growth 

accounting  to ascertain  the sources of output and productivity 
growth in cross-country comparisons or studies related to 
industries for different time periods.   

 
 
 



 .ŀŎƪƎǊƻǳƴŘ ό/ƻƴǘŘΧύ 

ÇAsia KLEMS has been established to follow up World 
KLEMS project initiated by Professor Jorgenson of Harvard 
University in August 2010. 
 
Ç Asia KLEMS project was initiated in December 2010 by 
Professor Hak K. Pyo, Kyoji Fukao and Tsutomu Miyagawa 
after they had participated in EU KLEMS project. 
 
Ç Asia KLEMS is an Asian regional consortium to promote 
building database which helps to conduct international 
comparison among the Asian countries based on KLEMS 
methodology. 



 Objectives 

Ç The main objectives: 
 
Á  To estimate the Multi-factor Productivity (MFP) based on 
gross output and value added approach of the  industries of  
Bangladesh. 
 
Á By employing  growth accounting, we will figure out the 
sources of gross output growth of  industries at different  
time periods. 
 
 



Methodology 
 

Ç We follow the growth accounting methodology as developed 
by Dale Jorgenson and associates to estimate industry level 
multifactor productivity. 
 
Ç The industry-level production function helps us to determine 
the sources of output growth.  
 
Ç The production functions are assumed to be separable in 
these inputs, so that: 
 
 
where Y is output, K is an index of capital service flow, L is an 
index of labor service flows and X is an index of intermediate 
inputs. 
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aŜǘƘƻŘƻƭƻƎȅ ό/ƻƴǘŘΧύ 
Ç Under the assumptions of constant returns to scale and 
competitive markets, the value of output is equal to the value of all 
inputs: 
                                                                                                 ΧΧΧΧΧΧΧόмύ 
ÇUnder the standard assumption of profit maximizing behavior, 
competitive markets, such that factors are paid their marginal 
product, and constant returns to scale, we can define MFP growth  
as follows:  
                                                                                                               ΧΧΦΦόнύ 
Growth of MFP is derived as the real growth of output minus a 
weighted growth of inputs.  
The value share of each input is defined as follows: 
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The assumption of constant returns to scale implies  



                     aŜǘƘƻŘƻƭƻƎȅ ό/ƻƴǘŘΧύ 
 

Ç Rearranging (2) leads us to the standard growth accounting 
decomposition of output growth into the contribution of each input 
and MFP ( AY ): 
                                                                                                ΧΧΧΦΦόоύ 
 

where the contribution of each input is defined as the product of 
the ƛƴǇǳǘΩǎ growth rate and its two period average revenue share. 
 
Ç Another way of decomposing output growth by using more 
restrictive industry value- added function: 
 
 

where is the quantity of industry value added. Value added consists 
of capital and labor inputs, and the nominal value is: 
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        aŜǘƘƻŘƻƭƻƎȅ ό/ƻƴǘŘΧύ 

Ç Therefore  under the same assumptions as above ,industry 
value added growth can be decomposed into the contribution of 
capital, labor and MFP( AV ):     
  

Ç
                                                                                                                        ΧΧΧΧΧΧΧΧΧόпύ 

 

Çwhere      is the two period average share of the input in 
nominal value added. The value share of each input is defined as 
follows: 
 

 
ÇOur desired derived variable: Multifactor productivity ( MFP) 
which can be measured: 
For Gross Output denoted by MFP ( AY ) derived from (3) 
For Value Added denoted by MFP( AV ) derived from (4) 
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Sources and Description: Data 
ÇFor estimation purposes we need to rely on :  
  Input-Output tables of the following years: 2000, 2005 and 2012. 
Ç  Number of industries covered in the Input-Output tables: 
Á  2000- 45 
Á  2005- 53 
Á  2012- 59 
Ç  We have taken a total of 40 industries in our present study so 

that it is comparable for the periods. 
Ç  Among the 40 sectors, 10 belongs to the primary sector; 20 

belongs to the manufacturing sector and the rest 10 belongs to 
the service sector. 

Ç  We have to take the following aggregated values of variables: 
(i) Gross Output;(ii) Value Addition (iii) Capital stock(iv)Total 
wages(v) Intermediate inputs. 



List of Industries 
Industry No. Name of Industry Industry No.  Name of Industry 

1.     Paddy  11. Rice milling 

2.    Grains 12.     Flour milling 

3.        Jute 13.   Leather products 

4.     Commercial crops 14.    Jute textile  

5.     Other crops 15.    Yarn  

6.      Livestock 16.   Mill cloth 

7.      Poultry 17.    Clothing 

8. Fish 18. Ready made garments 

9.  Forestry 19. Tobacco products 

10.  Clay products 20. Wood products 



[ƛǎǘ ƻŦ LƴŘǳǎǘǊƛŜǎ ό/ƻƴǘŘΧΦύ 
Industry No. Name of Industry Industry 

No.  
Name of Industry 

21.     Chemical products 31.     Utility 

22.    Fertilizers 32.      Trade services 

23.        Petroleum products 33.   Transport services 

24.      Other food 34.    Housing  

25.     Iron and basic steel 35.    Education 

26.      Machinery 36.   Health 

27.      Miscellaneous 
industry 

37.    Public administration 

28. Urban building 38. Other services 

29.  Rural building 39. Hotel and restaurant 

30. Construction  40. Communication and IT services 



Estimation of Productivity 
 

 Multifactor productivity ( MFP) which can be 
measured using two approaches: 

 Gross Output denoted by MFP ( AY )   

  Value Added denoted by MFP( AV ) 

  



Estimation of Productivity(GO)-Primary sector(ContdΧύ 

{ƻǳǊŎŜΥ !ǳǘƘƻǊǎΩ ŎŀƭŎǳƭŀǘƛƻƴǎ ōŀǎŜŘ ƻƴ LƴǇǳǘςOutput data,2000 and 2005 
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Estimation of Productivity(GO)-Primary sector(ContdΧύ 
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Estimation of Productivity(GO)-Manufacturing sector(ContdΧύ 
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Estimation of Productivity(GO)-Manufacturing sector(ContdΧύ 
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Estimation of Productivity(GO)-Services sector(ContdΧύ 
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Estimation of Productivity(GO)-Services sector(ContdΧύ 
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Estimation of Productivity(GVA)-Primary sector(ContdΧύ 
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Estimation of Productivity(GVA)-Primary sector(ContdΧύ 
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Estimation of Productivity(GVA)-Manufacturing sector(ContdΧύ 
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Estimation of Productivity(GVA)-Manufacturing sector(ContdΧύ 
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