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Question: Why you assume these economies are on the balanced growth path?

Answer: | assume that all the economies are supposed to be on the balanced growth path. | use
the business cycle accounting procedure to tell me by how much these economies deviate from the
standard bdanced growth pah.

Question: Is not that all the economies are having their own balanced growth path?

Answer: These economies grow fast may result from the fact that these economies are different
from all the other economies. Therefore, | compare these economies with a standard economy
and show by how much these economies are different from all the other economies. When | allow
each individual country to have its own parameter, | already that your concern into consideration.

Question: Why we need wedges? Maybe it could be that these economies are simply below the
steady state and its rapid growth is resulted from the transition dynamics.

Answer: The model | use can capture two things: one is the transition force from below the steady
state to the steady state and the other is what type of market frictions lead to the growth in these
economies. Based on my study, without wedges, | would not be able to generate the growth path
observed.




Question: What is the labor input?
Answer: The labor input in this exercise is labor hours.

Question: What is the story behind the TFP growth in these countries?

Answer: It could be resource misallocation, sectoral transformation, technology adoption or
simply technological improvement. It is true that TFP growth reflects better allocation of
resources and thus reduces the wedges. Here | assume the effect of TFP and wedges are
orthogonal. TFP is not a wedge but it represents how effective the economy turn factor inputs
into ouput.

Question: So human capital could explain a lot of the TFP?

Answer: Yes. | current result shows that if I include human capital into the time series, TFP
becomes unimportant for most of the East Asian NICs except Taiwan.

Question: What are the interpretations for the wedges?

Answer: The wedges could be taxes. For example, the investment wedges could be capital
income tax or financial constraints; labor wedges could be labor income tax or regulations on
wages such that the wedge impact on household’s decision for labor and leisure choices.
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