A Appendix

Our starting point is:

rappGDP + riypoW BO + ransANS (11)
wgK +wp L +wywpWBI

The problem with equation (11) is the computation of weights (rgpp, wso,
TANS, Wk, WL, Wypr). Data Envelopment Analysis is a convenient framework
to find optimal values for the weights without additional information (in par-
ticular if prices are not available). The idea is to compute optimal weights so
that the ratio of equation (11), for a country labelled 0, is as large as possible,
and the same ratios for all other countries are positive and below 1. As a con-
sequence, countries with the highest ratios will have an optimal value of 1, and
the closest to zero the ratio is, the lowest the efficiency is. This method allows
to benchmark countries with respect to the most efficient ones. Formally, we
have the following fractional program:

Productivity =

max TGDPGDP() + TWB()WBO() + TANSANSO
(rGDpP,"WBO " ANS WK ,WL,WW BI) wr Ko + wr Lo +wwpW Bl

st TGDPGDPJ‘ —+ TWB()WBOJ' =+ TANsANSj
o wKKj+wLLj+wWBIWBIj

<1l,j=1,..,N

TGDP, TWBO, TANS, WK, Wr, WwBr > 0

This model can be converted into a linear program model, as follows: let
t = 1/(wxK; + wrL; + wwp/WBIj), then the previous fractional program
becomes:
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max t(TGDpGDP() + rivgoW BOy + TANSANSO)

(rGDP,TWBOWANS WK WL, WWBI)

twr Ko +wp Lo +wwpWBIy) =1

5.1,

t(rappGDP; 4+ riwpoW BO; + ransANS;)
—t(wg K; +wr L + wwp/WBI;) <0,j=1,..,N
rapps TWBOs TANSs Wi, Wi, Wywpr 2> 0

t>0

Changing notation, tr, = u, and tw, = v, (y € {GDP,WBO,ANS},z €
(K, L,WBI}), then:

max wappGDPy + uyw oW BOg + uans AN Sy

(UGD P UW BOUAN S VK VLYW BI

v Ko+ vpLo +vweWBIy =1

s.1.

(uappGDP; + uwpoWBO; + uansANS;)

— (v K + v Ly +owpWBI;) <0,j=1,..,N

UGDP, UWBO, UANS, VK, VL, vwpr 2> 0

Last, this linear program has a dual representation:
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rx;én 0,

> MK < 0K,
J

D ML <6yLg
J

> MWBI; < 6,WBI,
J

> \GDP; > GDP,
J

> \WBO; > WBO,
J

D MANS; > ANS,
J

A >0

In this model any improvement in productivity can only be obtained by de-
creasing the use of inputs. In this case, we speak of an input oriented model.
Alternatively, one may be interested in assessing to what extent outputs can
be increased given the use of inputs. In this case, we refer to the output ori-
ented model:
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max
1 Gy

Y MK, < Ko
J

D ML < L
J

> \WBI; < WBI,
J
Y " M\GDP; > ¢oGDP,
J
> MWBO; > ¢aWBO,
J
D MANS; > ¢ AN S,
J
A >0

This model is the starting point of the procedure developed by Toloo et al.
(2021) to select variables.
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