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Abstract

This paper aims to analyse environmental Total Factor Productivity (TFP)
change. Indeed, innovative environmental TFP measures are introduced through
convex and non convex environmental production processes. Hence, the impacts
of input and output quality change on environmental productivity variation are
underscored. In addition, general decomposition of the new ratio- and difference-
based environmental TFP measures is proposed.
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1 Introduction

Solow (1957) lays out the foundations of current Total Factor Productivity (TFP)
analysis. TFP advances arise if the change in outputs is greater than inputs variation.
Traditionally, Solow’s residual (state of the technology) appears as the driver of TFP
change.

In the context of multiple input-output, Caves et al. (1982) define
Malmquist productivity indices using multiplicative distance functions as general rep-
resentation of the production technology. In the same vein, Bjurek (1996) introduces
an alternative form of the Malmquist ratio-based productivity measure. The Hicks-
Moorsten productivity index (Bjurek, 1996) is defined as the ratio of Malmquist output
quantity index and Malmquist input quantity index. Chambers (2002) introduces the
difference-based Luenberger productivity indicator. This productivity measure is de-
fined as difference-based indicator of directional distance functions (Chambers et al.,
1996). Thereafter, Briec and Kerstens (2004) present the Luenberger-Hicks-Moorsteen
productivity indicator. This productivity measure is defined as the difference between
Luenberger output quantity indicator and Luenberger input quantity indicator. Most
of theoretical and empirical research on TFP analysis employed previously mentioned
ratio- and difference-based productivity measures (Fare et al., 1994; Bjurek et al., 1998;
Boussemart et al., 2003; Nakano and Managi, 2008; Managi, 2010; Kerstens and Van
de Woestyne, 2014; Ang and Kerstens, 2017; Diewert and Fox, 2017).

Since Pittman (1983), a large number of environmental productivity change analysis
has been proposed in the literature (Tyteca, 1996; Boyd and McCelland, 1999; Hailu and
Veeman, 2000; Aiken and Pasurka, 2003; Hoang and Coelli, 2011). Prominent feature
of this literature is the axiomatic definition of the production technology. Traditional
trade-off of input and output (free disposability) vanishes when pollution-generating
activities arise. Indeed, polluting and no polluting factors lead to the production of de-
sirable and undesirable products in pollution-generating technologies (Fare et al., 1989;
Lauwers and Van Huylenbroeck, 2003; Coelli et al., 2007; Lauwers, 2009; Fgrsund, 2009,
2016; Murty et al., 2012; Rodseth, 2017). In this paper, environmental productivity
measures are defined through the new B-disposal scheme (Abad and Briec, 2019); the
B-disposal approach is an axiomatic representation of pollution-generating technology
in input and output dimensions. Hence, environmental TFP change is analysed in a
general framework (convex and non convex) with environmental disaggregation of input
and output (polluting and no polluting components).

Malmquist-Luenberger (Chung et al., 1997) and environmental Luenberger (Azad
and Ancev, 2014; Picazo-Tadeo et al., 2014) environmental productivity measures are
widely applied in the literature (Kumar, 2006; Oh and Heshmati, 2010; Fére et al., 2012;



Shen et al., 2017; Miao et al., 2019). In this paper, we define environmental additive
and multiplicative complete TFP measures. Indeed, environmental Hicks-Moorsten
and Luenberger-Hicks-Moorsten productivity measures (Abad, 2015) are introduced
through a disaggregation of input and output vectors. Hence, the impacts of input
and output quality change on environmental productivity variation are underscored.
In addition, these environmental productivity measures are defined for convex and non
convex environmental production processes. Therefore, the convexity property is not
required to analyse environmental productivity variation. These results are of particular
interest for theoretical (Dasgupta and Méler, 2003; Tschirhart, 2012; Chavas and Briec,
2012, 2018) and empirical (De Borger and Kerstens, 1996; Grifell-Tatjé and Kerstens,
2008) studies.

Additively and multiplicatively complete TFP measures can be decomposed using
either the input or the output direction. Recently, Diewert and Fox (2017) and Ang
and Kerstens (2017) successfully decomposed the Hicks-Moorsteen and the Luenberger-
Hicks-Moorsteen complete TFP measures, respectively. In this paper general decompo-
sition of the new ratio- and difference-based environmental disaggregated TFP measures
is proposed. The identification of the origins of environmental productivity variation is
a major concern for decision makers and/or analysts. Indeed, these components are the
prominent drivers of environmental TFP change and can influence economic decisions.

The remainder of this paper is divided in four sections. Technology properties
and environmental distance functions are defined in the next section. Section 3 intro-
duces environmental disaggregated Hicks-Moorsteen and Luenberger-Hicks-Moorsteen
productivity measures. Decomposition of these TFP index and indicator is proposed
in the Section 4. Finally, Section 5 discusses and concludes.

2 Technology and efficiency measures

Assume that n? inputs of the technology induce detrimental products (pollution). The
remaining inputs (n — n” = n™) of the production process are non emission causing.
Hence, the input vector is defined as x, € R, where n = n™ +n?. In addition, we pos-
tulate that the output vector is partitioned in polluting and no polluting components.
Indeed, the products of the technology are separated in m™ desirable outputs and m?”
pollution-generating outputs. It follows that y, € R* where, m = m"? + m?.

2.1 Technology: definition and properties

In this section, we present definitions of the production process and the axioms associ-
ated to this production technology. This will be the basis of the remainder sections.



The environmental production technology is defined as,
Ty = { (2, af, 9", y7) € R« (a7, ) can produce (y,",y7) } - (2.1)

Usually, the production technology (2.1) is characterized by the output P, : R%} —
28% or the input, L; : R — 2R%  correspondences such that:

Py(ay?, af) = {(y/",9)) € RY « (a7, 2], y" ) € T} (2:2)
and
Ly vp) = { (@)%, a7) € R« (077, 27,9, y7) € T} - (2.3)
Hence,
(7, 27) € Li(y® u7) < (", a7,y yp) € Ti & (yi% y7) € P, a7). (24)

Let B C [n] x [m] be the subset indexing polluting inputs and outputs of the
technology. We assume that the production technology satisfies the following regularity
properties (Fére et al., 1985):

T1: (0,0) €Ty, (0,y) € Ty = y = 0.

T2: Ty(y:) = {(ue, ve) € Ty : vy <y} is bounded for all 4, € R
T3: Ty is closed.

T4: T, is convex.

In addition to the properties T'1-T'4, we postulate that the production technology
satisfies the generalized B-disposal assumption (Abad and Briec, 2019)

T5: For any (xz?vyz?)v (xthth> S ﬂ? (_xhyt) S(D (_xz)?y?) and (_Ituyt) SB (_J:thth)
implies that (z,y;) € T;.

Axioms T1 — T3 and T'5 define general pollution-generating production process.
These assumptions do not impose any convexity property. Figures 1 and 2 illustrate
this PgT through input and output correspondences.

FIGURES 1-2 ABOUT HERE



2.2 Environmental disaggregated distance functions

Following Abad (2018), we propose a general formulation of multiplicative and additive
distance measures. Indeed, we refer to a ”generalized” shape of distance functions since
we can retrieve the usual and widely used efficiency measures in the literature.

2.2.1 Multiplicative scheme

In this section, we introduce an environmental generalized shape of multiplicative dis-
tance function by disaggregating input and output vectors. Indeed, we can derive the
Shephard (1970), the Debreu (1951)-Farrell (1957) and the hyperbolic (Fére et al.,
1985) efficiency measures from this generalised formulation. The next result defines
environmental disaggregated multiplicative efficiency measure.

Definition 2.1 Let T} be a production technology that satisfies properties T1 —T3 and
T5. For any (z,y;) € RY™, where vy = (2, 2/") € R% ety = (y7,y;") € R, the
environmental disaggregated multiplicative distance function, ¥ : RT™™ — RT U oo, is
defined as follows:

i%f{é’ >0 (020,07 2P 0N yP, 0Ny € Tt}

Ui(ze, ye) = i (60722 0" 2P Oy T y) € T 0 >0 (2D)
00 else

with o = o™ = {0,1}, \’? = {0,1} and \"? = {—1,0}.

With regards to the definition above, the following proposition states the properties
of the multiplicative distance function.

Proposition 2.2 For any o = o™ = {0,1}, \? = {0,1}, \"» = {—1,0} and any
(z¢,y;) € RY™ with xp = (af, 2(?) € R} and y, = (y;*,y}) € R, the multiplicative
distance function Wy (xy,y¢) (a.1) fully characterises the production set, (a.2) is equal to
1 if the production unit belongs to the efficient frontier, (a.3) is homogeneous of degree
0 under a constant returns-to-scale, (a.4) is homogeneous of degree (-1) in both pollut-
ing and no polluting inputs and outputs , (a.5) is invariant with respect to the unit of
measurement and (a.6) is non-decreasing in no polluting outputs and non-increasing in
polluting outputs, in polluting and no polluting inputs under a B-disposability assump-
tion.

See Appendix 1 for the proof.



From the definition above, it is obvious that according to the parameters o and A, we
can propose input and/or output oriented environmental disaggregated multiplicative
distance function in either no polluting or polluting directions.

Proposition 2.3 For any (z;,5) € RY™, such that x, = (22, 2)") € R™ and y, =
(y,*,v7) € R, we have:

i W, y) = V9 (2, 41), if @ = o™ = NP =0, and \"P = —1.
ii. Uy(wg,y) = U (24, 1), if P = @™ = A" =0, and \P = 1.
iii. \I/t(flft,yt) = \I/inp(flft,yt), Zf a™ =1 and a? = X = \"? = 0.

iv. Uz, y:) = U (2, 90), if @ =1 and @™ = NP = \"P = ().

Remark that these distance functions inherit the basic structure of the Shephard
efficiency measures. Figures 4 and 3 illustrate input and output sub-vectors no polluting
and polluting multiplicative efficiency measures.

FIGURES 3-4 ABOUT HERE

The mathematical programs of convex and non convex cases, through the Data Envel-
opment Analysis (DEA) framework, are presented in Appendix 2.

2.2.2 Additive scheme

This section allows to present an environmental generalised shape of additive efficiency
measures through the disaggregation of inputs and outputs. In this sense, we can
retrieve the usual and widely used additive distance functions as the directional dis-
tance function (Chambers et al., 1996) and the Farrell proportional distance function
(Briec, 1997). The following definition introduces environmental disaggregated additive
efficiency measure.

Definition 2.4 Let T, be a production technology that satisfies properties T1 —T3 and
T5. For any (z,y;) € RYT™, where xy = (af, /%) € R et y, = (y7,y,") € R, the



environmental disaggregated additive distance function, =277 : RT™ x [0, 1]" x [0, 1]™" x
[—1,0]™ — R U —o0, is defined below:

s%p{ BeR: ((1-Boy™)ay?,(1- 8oy},

=70 (1+ﬁ®0"p)yfp,(1+ﬁ®op)yf) eTt}

= (@ y) = (2.6)

if (1= BOy™)?, (1= BOAP)a?, (1+ 8 © ™)y,
(1 +ﬁ®a”)yf) €Ti,BeR

[ © else

where (y,0) € [0,1]" x [0,1]™" x [=1,0™", such that v = (y"?,~?) € [0,1]" and
o= (o™, 0P) € [0,1]™" x [=1,0]™". In addition, the symbol ® denotes element-wise
product (Hadamard product).

From the definition above, the proposition below presents the properties of the
additive distance function.

Proposition 2.5 For any (v,0) € [0,1]" x [0,1]™" x [-1,0]™" and any (v, y;) €
RT™ with xp = (2}, /") € R and yr = (y;",y) € R}, the multiplicative distance
function Z(z,y) (b.1) fully characterises the production set, (b.2) is equal to 0 if the
production unit belongs to the efficient frontier, (b.3) is homogeneous of degree 0 under a
constant returns-to-scale, (b.4) is satisfies the translation homotheticity condition, (b.5)
is invariant with respect to the unit of measurement and, (b.6) is is non-increasing in no
polluting outputs and non-decreasing in polluting outputs, in polluting and no polluting
puts under a B-disposal assumption.

See Appendix 1 for the proof.

Based upon the definition above and subjected to the parameters v and o, we intro-
duce input and/or output sub-vectors environmental disaggregated additive efficiency
measures in either polluting or no polluting orientation.

Proposition 2.6 For any (x;,y) € RY™, such that x, = (2}, /") € R} and y, =
(v, y}) € R, we have:
i =7 (o) = S (o), ™ =1 and A7 = 0™ = P = 0,

=70

ii. 207 (x,u) = 28 (2, 0), if P =1 and 4™ = oP = o™ = 0.



7,0

iii. 27 (e, ) = 277 (20, 00), if 7P =™ =0 =0 and 0" = 1.
iv. 2%z, y0) = (2, 90), if P =9 = 0™ =0 and o? = —1.

These efficiency measures inherit the basic structure of the directional distance
functions. Figures 5 and 6 illustrate input and output sub-vectors polluting and no
polluting additive distance functions.

FIGURES 5-6 ABOUT HERE

Since, the proposition above defined the input and output sub-vectors environmental
disaggregated additive distance functions, we suggest some equivalences with the input
and output sub-vectors multiplicative efficiency measures. These results are presented
in the proposition below.

Proposition 2.7 For any (x,y) € RY™™, such that x; = (af,27) € R and y, =
(w" i) € RY,

i E(wny) =1 — U (2, ).
ii. 2 (z,p) =1 — U (24, 1)

iii. 29 (2, y) = 1 — U (24, 1)

. —n n —1
v. =f p(xtvyt) = [\I’f p(xtvyt)] — 1.

Notice that Wi (-), ¥i"(-) and W"(-) inherit the basic structure of the input sub-
vector Debreu-Farrell efficiency measure. In addition, =" (), Z¥(-) and Z¢°(-) take
the form of the input sub-vector proportional directional distance function. Hence,
the aforementioned statements i.—i7i. are immediate (Chambers et al., 1996; Briec,

1997). A similar reasoning holds for the statement év.. Indeed, [W¢™(-)] - (respectively,

=27 (+)) inherits the basic structure of the output sub-vector Shephard (respectively,
proportional directional) distance function.

The convex and non convex mathematical programs of the additive distance func-
tion, through the DEA framework, are presented in Appendix 2.



3 Disaggregated Environmental Productivity Anal-
ysis

In the next subsections, we introduce Environmental Disaggregated Hicks-Moorsteen
(EDHM) and Environmental Disaggregated Luenberger-Hicks-Moorsteen (EDLHM)
productivity measures. These ratio- and difference-based productivity measures are
the generalized formulation of Bjurek (1996) and of Briec and Kerstens (2004) pro-
ductivity measures. Indeed, we propose to disaggregate inputs and outputs into no
polluting and polluting ones.

3.1 Disaggregation of Environmental Hicks-Moorsteen Index

The Hicks-Moorsteen (HM) productivity index was first introduced by Bjurek (1996).
This productivity measure is defined as the ratio of a Malmquist output quantity index
over a Malmquist input quantity index.Therefore, we propose the EDHM productivity
measure which is based upon environmental disaggregated Malmquist quantity indices,
in the next definition.

Definition 3.1 Let T} be a production technology that satisfies properties T1 —T3 and
T5. For any (z4,y:) € RE™, where x, = (af,2;7) € R% and y, = (y7, y;") € R, the
Environmental Disaggregated Hicks-Moorsteen index for period (t) is defined as follows:

EDMO(xy, vy,
EDHM (¢, Yp, Tit1, Yeg1) = EDM]:((xtt it ijt;)) (3.1)
) +1

such that EDMO; and EDMI,; are respectively output and input Malmquist quantity
indices for the period (t).

Remark that,

EDMO(x4, ye, Yre1) = MO (24, ye, yit1) X MOF (24, Y1, Y1)
I R G AN A0y D I A G Y /e /oY)
R CA o TA T B Ll €A O TA 77

(3.2)

In (3.2), cross-time polluting and no polluting multiplicative distance functions (Fig-
ure 8) are defined as:

\Ilgp(x?p? xf??/?—fl? yf) = I%f {9 >0: (l,;lp’ xfaytnp) ny—i-l) € T‘t}



and

np
vy et ftiot) =gt {0 05 (et B8 7) e 7.
These efficiency measures estimate the performance of the fictive points
(i, 2, yith, yp) and (237,27, 4", yr,,) with respect to the production technology of
period (t). Notice that in such a case, cross-time environmental disaggregated mul-
tiplicative efficiency measures coincide to the sub-vectors polluting and no polluting
Shephard distance function of Fére et al. (2004).

Assume that the no polluting Malmquist quantity index is greater than unity. In
such a case, more economic outputs are produced in period (¢ + 1) than in period ()
for given input and polluting output vectors. Conversely, if the no polluting Malmquist
output quantity index is smaller than unity then, the reverse reasoning holds.

If the polluting Malmquist output quantity index is greater than unity then, less
polluting outputs are produced in period (¢ + 1) than in period (¢) for given level
of inputs and no polluting outputs. Reciprocally, if the polluting Malmquist output
quantity index is smaller than unity then the converse reasoning is applied.

E.DM]t(xt7 Tial, yt) = MIZLP(ZZ}'t, x?fp yt) X M]f(xh x?—i—l’ yt)
W) U a0 o)

= itP[.mp P NP D P 0D D, np D\ "
W (2 2,y yp) U (2 2,y u7)

(3.3)

In the case of (3.3), cross-time environmental disaggregated multiplicative distance
functions (Figure 7) are defined as:

Uy (@ 2y, i yp) = inf {0 > 0 (2,027, 0F,57”) € T}

and
\Ifinp(zfp,zfﬂ,yfp,yf) = igf{@ >0: (Qx?fl,atf,yf,yfp) € Tt}

These efficiency measures estimate the input oriented performance of the sub-vectors
(P, 2p 1,y yr) and (af, 2f, y*, y7) with respect to the production technology of
period (t). Remark that in such a case, the no polluting and the polluting input oriented
distance functions are similar to the input Debreu (1951)-Farrell (1957) measure of
technical efficiency.

Consider that the no polluting Malmquist input quantity index is smaller than unity
then, less no polluting inputs are needed in period (¢ + 1) than in period (¢) to produce

10



the same level of outputs and for a given amount of polluting inputs. Between the
periods (¢) and (¢ 4+ 1) the firm operates managerial efforts (positive adaptation) to
adopt innovative technology that can mitigate pollution for a given amount of desirable
production. The converse reasoning holds if the no polluting Malmquist input quantity
index is greater than unity.

Now, assume that the polluting Malmquist input quantity index is smaller than
unity. In such a case, less polluting inputs are required in period (¢ + 1) than in period
(t) for a given level of outputs. Thus, the reciprocal reasoning is applied when the
polluting Malmquist input quantity index is greater than unity.

FIGURES 7-8 ABOUT HERE

In addition, the EDHM of period (¢t + 1) is defined as:

EDMO Tiy1, ,
EDHMtJrl(l't, Yty Ti41, yt+1) = EDMltfll((:ttura;rylﬂrylprylt))’ (3-4)

where

EDMO i1 (%41, Yes1,yt) = MO (21, yeg 1,44 7) X MOY 3 (Teg1s Yeg1, Y3

onp np D np p oP np D np p
. U (@1 T Y Vi) W (@ T Ve Yeyr)

_ 3.5)
o"P [ NP D np D P (MDD oy
\Ijt+1(xt+1’xt+1’yt 7yt+1) \Ilt+1($t+17$t+1’yt+1’yt)
and
_ np np P b
EDMIiy1(ze, 241, ypv1) = ML (D1, Yer1, ¥ ) X ML (%41, Yer1, ;)
P mp P np . p P .mp D np p
. Vi1 @ T Y Vi) | Wi (@ T Ve Yey) (3.6)
= P (P P . TmD D P mp P .mp Dy - \9
\Ilt—i-l(xt y L1 Yea1s yt—i—l) ‘I’t+1(33t+1= Ty Yer1s yt+1)

The global EDHM productivity measure is defined as the geometric mean of environmental
disaggregated Hicks-Moorsteen indices over the periods (¢,¢ + 1).

Proposition 3.2 Let T; be a production process that satisfies properties T1 — T3 and T5.
Fo:;pcmy gonsecutivﬂe time periods (t,$p+ 1)pcmd for a;zy (@41, Yet41) .6 RTFW’ wh.ere Tppr1 =
(Trr41>Tee1) € RYE and yrir1r = Yy py1 Y1) € R, the global environmental disaggregated
Hicks-Moorsteen productivity measure is defined as follows:

EDHDM; 41 (xuyt, Ti41,Ye41)

. (3.7)
= [EDHMt(xu Ytr Tt 1, Yey1) < EDH My 1 (24, Yp, Toy1, yt-l—l)] :

11



With respect to the proposition above, when the environmental disaggregated Hicks-
Moorsteen productivity index is larger than unity then it shows both polluting and no-
polluting productivity improvement. Reversely, if the environmental disaggregated Hicks-
Moorsteen productivity index is smaller than unity then there exists productivity loss in
polluting and no polluting dimensions.

The following result defines polluting and no polluting EDHM productivity indices.

Proposition 3.3 For any (z¢,y;) € R, such that z; = (2}, 2{7) € R% and y, = (v, ;") €
Rm
4

i if x4 € Rf and Y141 € Rﬁ’:p then,
EDHM; (x4, yt, Te1, Y1) = HM (2, ye, g1, Yes1) (3.8)

_ P _ P
where Ty 41 = Typiq and Yi 141 = Yt -

ii. if 24441 € R’}rnp and Y41 € Rﬁ’:np then,
EDHM; (x4, yt, Teg1, Yes1) = HM]P (24, Y1, Tog1, Yeg1)s (3.9)

_ .np _ . mp
where Ty 41 = Typiq and Yi 141 = Yppr1-

Notice that if we solely consider the polluting components (inputs and outputs) then,
the EDHM coincides to the polluting Hicks-Moorsteen productivity index. Conversely, if the
EDHM is estimated with respect to no polluting input and output sub-vectors then it matches
the no polluting Hicks-Moorsteen productivity measure.

Proof of Proposition 3.3
i If oy € Rf and Y41 € Rﬁ’:p then, the EDHM for the period (¢) is defined as,

MOf(xb Yt, yf—i—l)
MI (e, ys, w74 )

EDHMt(va yf? x{t}—i—l’ yf—i—l) =

Indeed, MO (2, y}) = ML'* (2}, y}) = 1. Consequently,
E.DHMt(.Z'f, yf7 xf+17 yf+1) = HMtp(‘Tta Yty Ti41, yt+l)-
ii. When z;441 € ]errnp and Y441 € RTW then, the EDHM for the period (t) is defined as,

MO (4, Y1, yi51)

EDHMt xnp ynp $np ynp — .
( t Yt sl t+1) Mjfp(xt,yt,fﬂ?}:ﬂ

Indeed, MOY (z;?, y;*) = MIF(z}",y,'") = 1. Therefore,

EDHMt(x?pa y?p, x?fp yf&) = Hpr(xt, Yty Te1, Y1) 0

12



3.2 Disaggregated Environmental Luenberger-Hicks-Moorsteen
Productivity Indicator

Briec and Kerstens (2004) define the Luenberger-Hicks-Moorsteen (LHM) productivity in-
dicator. This is a difference-based productivity measure between the output and the input
Luenberger quantity indicators. In this subsection, we propose the Environmental Disaggre-
gated Luenberger-Hicks-Moorsteen (EDLHM) productivity indicator which is a difference-
based measure involving no polluting and polluting Luenberger quantity indicators.

Definition 3.4 Let T; be a production technology that satisfies properties T1 — T3 and T'5.
For any (z¢,y1) € Rﬁlfm, such that x; = (af,2{") € RY and y¢ = (y7,y;") € R, the
Environmental Disaggregated Luenberger-Hicks-Moorsteen productivity measure for period (t)
is defined as follows,

EDLHM (x4, Yt, i1, Y1) =EDLO(xe, Yi, Ye+1) — EDLI (2, 41, Ye)- (3.10)

Where EDLO; and EDLI; are environmental disaggregated output and input Luenberger
quantity indicators for the period (t).

Note that,

EDLO (x4, yt, Y1) = LO (e, ye, yit1) + LOY (20, e, Yy i 1)

= (Etonp(x?pv‘ftvyt ’yt) :tonp($?p,$t’yt+1’yt))+
(_f (a;tp,xt,yt ayt)_~§ (xtp7$t7yt 7yt+1)) (3.11)

In (3.11), cross-time no polluting and polluting additive distance functions between periods
(t,t 4+ 1) are defined as:

Egnp(mgpaxtaymhyt = SUP {B: (af?,al, ylt (14 8),97) € Ty}

and

'—‘O

2y (P, xf, y” 7yt+1 —SUP{B (xt ,xt,yfp,yfﬂ(l ﬁ)) ETt}-

Therefore, the output oriented cross-time environmental disaggregated additive distance
functions evaluate the efficiency of the sub-vectors (z;”,z},y,1, ;) and (z/*, 27, ", yi 1)

with respect to the production technology of period (t).

If the no polluting output Luenberger quantity indicator is greater than zero then more no
polluting outputs are produced in period (¢ + 1) than in period (t), for a given level of inputs
and polluting outputs. Thus, managerial efforts have been adopted to improve desirable
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production. The reverse reasoning can be applied if the no polluting output Luenberger
quantity indicator is smaller than zero.

Remark that when the polluting output Luenberger quantity indicator is greater than
zero then less polluting outputs are produced between period (t+ 1) and period (t) for a fixed
amount of inputs and no polluting outputs. Hence, positive adaptations have been applied
to reduce the level of undesirable production. The reciprocal reasoning holds if the polluting
output Luenberger quantity indicator is smaller than zero.

Notice that the environmental disaggregated input Luenberger quantity indicator of the
period (t) is as follows:

E'DL‘[t(‘Tt?‘Tt-i-layt) = L‘[tnp(xhx?fpyt) + L[p(xtuxf;-layt)

= (Einp(gjt—l—l’xt’yfpvyf) - Eiw (:Etp’xt’yt » Yt )) +
(Ei (:Etp’xt—l—l’yt 7@/1&) - Etp(iﬂ?p,xt,yt 7Z/t)) (3.12)

In the case of (3.12), cross-time no polluting and polluting additive distance functions are
defined as:

—q P D

‘:‘t (xt+17xt7y?puyf _Sup {B (xt+1 B)?‘Tf7yfuytnp) € ,—Tt}

and

2 (2 2y ul) —Sup{ﬂ (24P, 2} (1= B), 9, ui") € Th}

These efficiency measures estimate the performance of the fictive points

(af, 2Pyl u") and (af 2, y), y") with respect to the production frontier of period

().

Remark that if the no polluting input Luenberger quantity indicator is smaller than zero
then less no polluting inputs are used in period (¢ 4+ 1) than in period (t) for a given level
of outputs and polluting inputs. In such a case, we can suppose that positive management
has been adopted to reduce the use of no polluting inputs. The converse reasoning is applied
when the no polluting Luenberger quantity indicator is greater than zero.

When the polluting input Luenberger quantity indicator is smaller than zero then less
polluting inputs are needed between periods (¢t + 1) and (t) for the same amount of outputs
and no polluting inputs. Thus, managerial efforts have been implemented to reduce the use of
polluting inputs. The reverse reasoning holds if the polluting Luenberger quantity indicator
is greater than zero.
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In the same vein, for the period (¢t + 1) the EDLHM productivity indicator is defined as:

EDLHMg1(2t, Yt, Tes1, Yer1) =EDLOw1 (Te41, Yes Ye1) — ED LI (%4, Tog1, Yer1)- (3.13)
Where,
EDLO¢i1(xe41, Yt Yer1) = LOLY (Teq1, Y1, 417 ) + LOY L (41, Yer1, UF)
= (B @20 b, 01 ) — S @ 0y W) ) +
(B2 @iy 2l uie o) — B2 @bl it b)) (314)
and

EDLI 1 (%, g1, Yer1) = LI (o1, yerr, 207) + LI (@041, yeg1, 7))
=i"?

_ np D np _p =" np _p np p
= (~t+1(zt+1a Tiy1s yt+17yt+1) T St (xt y L1 Yea1s yt+1)) +

=P np D np P =P np p , np P
(‘—‘t+1(xt+17xt+17 yt+17yt+l) - ~t+1(fct+1a$t ) yt+17yt+1)) . (3.15)

Global environmental disaggregated Luenberger-Hicks-Moorsteen productivity measure is
defined as the arithmetic mean of EDLHM indicators for the periods (¢) and (¢ + 1).

Proposition 3.5 Let T} be a production technology that satisfies assumptions T1 — T3 and
T5. For ané/ consecutive time periods (t,t + IZL and for any (Tii41,Yte41) € ]RT’m, where
rrir1 = (@7 201) € RY and yiry1 = (Uit Yter1) € RY, the global environmental
disaggregated Luenberger-Hicks-Moorsteen productivity measure is defined as follows:

EDLHMy ¢ 11(24,Yt, Te41,Ye+1)

1 3.16
=3 [EDLHMt(muyt7$t+17yt+1)+EDLHMt+1(l’t,yt79€t+17yt+1)]~ (3.16)

The EDLHM productivity measure shows environmental productivity improvement if it
takes positive value. Reciprocally, if the EDLHM productivity indicator takes negative value
then there exists environmental productivity deterioration.

The next proposition introduces polluting and no polluting EDLHM productivity indica-
tors.

Proposition 3.6 For any (z¢,y:) € Rfrm, such that zy = (af, 2y") € R and yy = (7, y;") €
Rm
=+

i if w1 € RT and Y41 € Rﬁ’:p then,
EDLHM; (x4, Yt, Tit1, Y1) = LHMP (24, yo, Tig1, Yig1) (3.17)

— P — P
where Ty 41 = Ty q and Y41 = Yy -
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ii. if 24441 € R’}rm) and Y41 € R:’}m) then,
EDLHM(x¢,yt, Te41, Yer1) = LHMP (24, ye, Tg1, Yes), (3.18)
where Ty 41 = foH and Yii+1 = nyH.

Proposition 3.6 means that, if we solely consider polluting components then the EDLHM
productivity indicator coincides to the polluting Luenberger-Hicks-Moorsteen indicator. More-
over, if we focus on no polluting sub-vectors then, the EDLHM productivity measure matches
the no polluting Luenberger-Hicks-Moorsteen productivity indicator.

Proof of Proposition 3.6
i. Let us postulate that x;:11 € Rﬁ_p and y; 41 € ]RTP. The EDLHM for the period (¢) is
defined as:

EDLHM (2%, 4% a?, P, ) = LOY (e, ye, yf 1) — LIP (x4, s, 2t ).
Indeed, LO? (2}, y¥) = LI¥(2?,y¥) = 0. Therefore,
EDLHM (2}, 47,2 1, Yt1) = LHMY (24, yi, Tr11, Yer1)-
ii. If w4441 € ]R’frnp and Yy 41 € RTW then, the EDLHM for the period (t) is defined as:
EDLHM (", y;", 21, vit1) = LO (@, ye yitfh) — LI (2, ye 2.
Where, LOY (2, y;*) = LIV (", y;") = 0. Consequently,

EDLHM(z}", 4,7, i1, yi1) = LHM™ (2, ye, ©e41, Yer). O

4 Decomposition of environmental disaggregated pro-
ductivity measures

Decomposition and disaggregation analysis of productivity variation display complementary
informations. Indeed, knowing the sources of environmental disaggregated productivity change
allows to explore the main drivers of polluting and no polluting productivity variation.

4.1 Environmental disaggregated Hicks-Moorsten productiv-
ity index

The environmental disaggregated Hicks-Moorsteen productivity measure is a particular mul-
tiplicative complete index (O’Donnell, 2012). The aggregator functions of polluting and no
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polluting components are multiplicative distance functions. Let us introduce a decomposition
of the environmental disaggregated Hicks-Moorsten productivity index, in the line of Diewert
and Fox (2017).

Definition 4.1 Let T; be a production technology that satisfies properties T1 — T3 and T'5.
For any (zy,y¢) € RY™™, where oy = (2, 2;7) € RY and y; = (yf,y;") € R}, the global
environmental disaggregated Hicks-Moorsteen productivity measure over periods (t,t + 1) is
decomposed as follows:

EDHMt7t+1 = AEDTt7t+1 X AEDEt7t+1 X AEDSt7t+1
= Angt’t+1 X A5D5t7t+1 X A€D8t7t+1. (41)

Such that,

i. AEDT 411 (AEDT441) is the environmental disaggregated technical change in the output
(input) direction over periods (t,t + 1).

ii. AEDE; 11 (AEDE;41) is the environmental disaggregated efficiency variation in the
output (input) direction between periods (t) and (t +1).

iii. AEDS; 41 (AEDS;141) is the environmental disaggregated scale efficiency change in the
output (input) direction over periods (t,t +1).
4.1.1 Output orientation

In the output direction, the environmental disaggregated technical change over periods (¢, t+1)
is defined below,

AEDT 441 = AT x ATY . (4.2)
Where,
np np %
Ajvto:pl — \Ilg (xtyyt) \Ilg ($t+17yt+1) (4 3)
np P .
o Wl (2 y) WP (T4, Y1)
and
D 2 %
U (24, yt) U (@1 Ypsn)
AT = | Gor X Gor otk (4.4)
t+1(xt’yt) t+1($t+1,yt+1)

are respectively no polluting and polluting technical change in the output direction between
periods (¢,t + 1).
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If AI}":L > 1 then, no polluting technological progress arises in the output direction over
periods (¢,t+1). Moreover, when A]}"f 11 > 1 then, polluting technical improvement occurs in
the output dimension between period (¢) and period (¢ + 1). In such a case, AEDT; ;41 > 1
and environmental disaggregated technological advance arises in the output direction over
periods (¢,t + 1); see Appendix 3 (Table 1).

In the same vein, the output environmental disaggregated efficiency change between peri-
ods (t,t 4+ 1) is defined below,

AEDEy 1 = AECY, | x AECY,,,. (4.5)
Such that,

n v (Ter1, Yer1)
AECY), = 4.6
tt+1 \Pto p($t7yt) ( )

and .
U (Tt

AEC?;_,_l _ t+1( t+1 yt—i—l) (4'7)

\I/gp (.Z't, yt)

are respectively no polluting and polluting output efficiency variation over periods (¢,t + 1).

If AEC’?;L > 1 then, no polluting efficiency progress occurs in the output direction
between periods (¢,t + 1). In addition, when AEC?;H > 1 then, polluting efficiency im-
provement arises in the output dimension over periods (¢) and (¢ 4+ 1). It follows that,
AEDFE; ;11 > 1 and environmental disaggregated efficiency growth appears among periods
(t) and (¢t + 1); see Appendix 3 (Table 1).

The expression of the scale efficiency change in the output direction between periods ()
and (¢t + 1) is displayed in the next result. Hence, from the residual, we have:

AEDS 411 = EDHM; 11 X [AEDT; ;11 x AEDE; 1], (4.8)

where AEDS; ;41 is the scale efficiency variation in the output direction.

Remark that if there is no efficiency variation (AEDE;;+1 = 1) and if no technical
change arises (AE DT} ;41 = 1) between periods (¢) and (¢ + 1) then, the productivity change
(gain or loss) is solely provided by the environmental scale efficiency variation (AEDS} 141 =
EDHDM;;41). In that case, the productivity change is the movement of the production
unit along the production frontier since the production technology does not shift and the
production unit is technically efficient.

The scale efficiency change in output direction results from the scale efficiency variation
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in no polluting and polluting outputs directions such as:
AEDSt t+1 — ASEt t+1 X ASEt t+1 (49)

Thus, from the residuals we have:

A onP \Ilonp (‘Tt 7xt7yt+17yt) \I,Z p(‘rt+17‘rtuyt 7yt)
SE} Al = Jor x yiP
t (xt+1’yt+1) £ (g yy)
‘Ij?-:i (w4, ) ‘Ijllt-irpl ($t+1a yt+1) ] 2 (4.10)
‘I'?ﬁ (513?}:17 $?+1v A8 yf+1) ‘ijt+1 (7, xf+1, y?flv yf+1)
and,
ASE? \I’Op(xt 7xt7yt 7yt+1) \I’Z (xt ,xtH,yfp,yf)
tit+1 — o (:E ) \I/Zp (x )
t Ty Y1 t Tty Yy
: 1
‘I’?il(iﬂtayt) « \Pf&i—l(:pt-‘rlvyt—i-l) ] 2 (4.11)
‘I'toi1 (515?41-)17 $f+1, yffl’ yf) ‘ijti-l (x?fp xf, y?fp yf+1)

The distillation procedure allows to differentiate the input and the output scale efficiency
variation over time. To do that from the no polluting output direction, consider the following
no polluting outputs projections:

7" =" (97 ()]

— np —
9?41:1 = 9?51 : [‘I’?+1($t+1ayt+1)] 17

B = (0 ()]

Oty = vty (99 (2, v )]

Thus, the distilled expression of the scale efficiency variation from no polluting outputs
standpoint is as follows:

np ~Anp np np p
wy (xt 7$t7yt+17yt) ‘I'Z ($t+1a$tayt VYt )

ASES
i+l — onP / _Np —np p inp
W (zy 7$tvyt 2 Yt) Wi (zy, y4)
onP np inp 1
fr1 (T ‘Tt+17 yt+1= yt+1) i+1 (‘Tt+17 yt+1) 2

\Ilffi (xt+1= xt—i—l? yt ) yt+1) \I/t—i—l (®, xt—i—l ) yt+1= yt+1)
=[ASE]" x ASE;;’;] . (4.12)

We can also give a distilled definition of the scale efficiency change in polluting outputs
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direction. However, it is first necessary to introduce the polluting outputs projection below:
Uy =i - \Ilgp(xbyt)v
@_/f+1 = yf+1 : \Ijgil(xt+17yt+1)7
Ut =y - ‘I’?il(iﬂta Ye)s
§f+1 = yf+1 ) ‘I’?p (Tp115 Yeg1)-
Hence, multiplying and dividing respectively ¢’ (z,,,) and ¢’ (x,,%,) in the polluting

outputs residual yield the following distilled scale efficiency change in polluting outputs di-
rection:

\I’Op(xt 7xt7yt 7yt+1) ‘Iﬂp(xt 7‘Tt+1vyt 7yt)

ASE?, 4=

LA AR TAN T i (4, ;)
, 1
‘I’t+1 (xt—i-l’ xt—i—l? yt+1= yt-i—l) \I'ftil (Tyi15Yii1) 2
‘I’?L(xtﬂ, $t+1, yt+17 U ) \ij—,i—l (53?41:17 517‘?7 ytnfp yf+1)
=[ASEY" x ASE}, ] :, (4.13)

Remark that when AEDS; ;11 = 1 then, the production unit operates at the optimal
scale in the output direction. Besides, if AEDS; ;11 # 1 then, the observation adopted some
scale adjustments that induce productivity variation between periods () and (¢ + 1).

Several cases of environmental disaggregated scale efficiency change in the output direction
can occur and they are displayed in Appendix 3 (Table 1).

4.1.2 Input orientation

The environmental disaggregated technical change in the input direction between periods
(t,t 4+ 1) is defined as follows,

AEDT i1 = AT i1 X AT 4. (4.14)
Such that,

1

n it Uz, 2
AT, = | ) fnp( t1, Y1) (4.15)
Win (T4 Yp) Wi (To41,Yit1)
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and

1
AT, = \I’f’(mt,yt) ‘I’%p(l’tﬂaytﬂ) 2 i1
tt+1 — \I/ip \I’ip ( . 6)
t+1(xt7yt) t+1(xt+17yt+l)

show respectively no polluting and polluting technical change in the input direction over
periods (¢,t + 1).

If A’E’:f;l > 1 (respectively Aﬁ’f 41 > 1) then, no polluting (respectively polluting) input
technological progress arises between periods (¢) and (¢ + 1). It follows that, AEDT ;41 > 1
and environmental disaggregated technological improvement occurs in the input direction over
periods (¢,t + 1); see Appendix 3 (Table 2).

The environmental disaggregated efficiency variation in the input direction over periods
(t,t 4+ 1) is defined as follows,

AEDE 41 = AEC 1 x AECY, 4. (4.17)
Where,
i vy (Te41,Yer1)
AgCy) | = LT 4.18
t,t+1 q,% p($t7 yt) ( )
and »
. i 7
AECH 4y = aloes i) (4.19)

Ui (e, ye)
are respectively no polluting and polluting efficiency change in the input direction between
periods (¢,t + 1).

If AEC;‘;ZZI > 1 (respectively AEC;‘;Z 41 > 1) then, no polluting (respectively polluting)
input efficiency improvement occurs over periods (¢, + 1). In such a case, AEDE; 11 > 1

and environmental disaggregated efficiency progress arises between periods (t) and (t+1); see
Appendix 3 (Table 2).

The scale efficiency change in the input direction between periods (¢,t 4 1) is exposed in
the following result. Indeed, the residual allows to provide the definition below:

AEDS; 111 = EDHM; 141 X [AEDT 111 X AEDE 111 ', (4.20)

where AEDS; +41 is the scale efficiency variation in input direction.

Note that if no efficiency variation arises (AEDE; 11 = 1) and if there is no technical
change (AEDT;4+1 = 1) between periods (t) and (¢ + 1) then, the productivity variation
is the result of the environmental scale efficiency change (AEDS; 41 = EDHM;41). In
such a case, the productivity change depicts the movement of the production unit along the
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production frontier as the production technology does not move and the production unit is
on the boundary of the technology.

From the input direction, the scale efficiency change is composed by the scale efficiency
variation in no polluting and polluting components as follows:

AEDS 111 = ASE]) | x ASEL,, . (4.21)

And from the residuals we respectively have:

ASELY [\PO A i, 1) X L (it 2 v vr)
1 L
t,t+ \I’O p(:Etv yt) \I/% p($t+1,yt+1)
om n 1
% L4 (‘Tt+1ayt+1) « \Ilifl(a;t,yt) ] 2 (4.22)
\I/g—i-q (xt-i-ly .’L’t+1, yt ) yt+1) \I/t-i-l(xt s .’L’t+17 yt—i—l’ yt+1)
and,
ASg |:\Ijop($t 7xt7yt 7yt+1) \I’Z (l‘t ,:E?+1,y?p,yf)
L+l =
" \Ilfp(xt,yt) \I’t (xt+1’yt+1)
i 1
VP (@415 Vi) o U (2, 9) } 2 (4.23)
\Iltoil(x?fl’ xf-q-p y?_flv yf) ‘Ijé+1(33?_f1,$?, y?_fl’ yf+1)

The distillation of these residuals in no polluting and polluting inputs directions allows
to distinguish the scale efficiency change provided by inputs and outputs components. To do
S0, let us define the following no polluting inputs projections:

=P _ np [

T, =xy U (xmyt)v

—_np __ np Gnp

Liy1 = Lyg1 - ‘I’t+1($t+1, yt+1)7
~np __ _np inp

Ly = Ty - ‘Pt+1($ta Ye),

2l =P (z )
1 = T t+10 Y1)

Hence, multiplying and dividing respectively Wi (z,,v,) and \I/f;ipl (%4 1,Yppq) in ASS%:;:_I
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provide the distilled expression of the no polluting input scale efficiency change as below:

o"P P AMP
(& (‘Tt 7$tvyt+1vyt) & (‘Tt-i-l?xt?yt 7yt)

inp
ASE 1 = U9 (2,1 LA AN TANTY
v ($t+1, yt+1) i (@ $t+1v yt—l—l’ Uk
W (1, T ?Jt S/ARVRN HICASE SRR AN T R)
=[ASE x A55t+1] : =

As for the case of no polluting inputs, we can distil the residual of polluting inputs. Thus,
it is necessary to introduce the following polluting inputs projections:

Ef = ‘Tt ‘I’Z (T4, Y1),

—p P iP
Lig1 = Lyg1 \I/t+1($t+17 Yii1)s

PP P
By = xy - Vi (T, 1),

~ _ D P
Ty =T - U (xt—',-l?yt-i—l)’

Oncg again, the multiplication and the division of respectively Wi’ (z,,y,) and \I/ftil (%41 Yir1)
in ASEY, .4 allows to propose the following scale efficiency change in polluting input direction:

‘Ijop(xt 7‘Ttvyt 7yt+1) \I’Z (‘Tt 7£t+17yt 7yt)
\Ij? (:Et?yt) \Iﬂp(‘r?paxfaytnp7yf)

ASEY, =

OP
\Ijt+1(xt+17 yt+1) % \I’t+1($t+1v $t+1a yt+1, yt+1)
P P
\I’t+1(xt+1v xt—i—l ) yt+1= Yy ?) ‘I't+1($t+1a iﬂt ) yt+1, yt+1)

—[ASEP x ASET 2. (4.25)

If AEDS; 41 = 1 then the observation performs at the optimal scale in the input dimen-
sion. However, when AEDS; ;11 # 1 then there exists some scale adaptations that generate
productivity change.

Various cases of environmental disaggregated scale efficiency change in the input direction
can appear and they are underscored in Appendix 3 (Table 2).
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4.2 Environmental disaggregated Luenberger-Hicks-Moorsten
productivity indicator

The environmental disaggregated Luenberger-Hicks-Moorsteen productivity measure is a par-
ticular additive complete index (O’Donnell, 2012). The aggregator functions of polluting and
no polluting components are additive distance functions. Following Ang and Kerstens (2017),
a decomposition of the environmental disaggregated Luenberger-Hicks-Moorsten productivity
measure is defined in the next result.

Definition 4.2 Let Ty be a production technology that satisfies properties T1 — T3 and T'5.
For any (x4, yt) € Rﬁlfm, where x; = (xf, x(") € R and y = (7, y,") € R, the global en-
vironmental disaggregated Luenberger-Hicks-Moorsteen productivity measure between periods
(t,t+ 1) is decomposed as follows:
EDLHM; 41 = AEDT, 411 + AEDE; 411 + AEDS; 141
= Ag'DTt,t_H + A(S"Dgt,t-i-l + Ag'DSt,H_l. (4.26)

Such that,

i. AEDT; 41 (AEDT141) is the environmental disaggregated technical change in the output
(input) direction between periods (t,t + 1).

ii. AEDE; ;11 (AEDE141) denotes the environmental disaggregated efficiency variation in
the output (input) direction over periods (t,t + 1).

iii. AEDS; 41 (AEDS, 141) is the environmental disaggregated scale efficiency change in the
output (input) direction between periods (t,t+1).
4.2.1 Decomposition in output direction

The environmental disaggregated technical change in the output direction over periods (¢,t+1)
is defined below (Figure 10):

AEDT, 41 = ATy + AT . (4.27)
Where,
onP 1 —onP —onP
AT =3 [ (‘:‘t-i-l(xt’yt) -2y (iﬂtayt)) +

—onP —_—nP
(E0 (@i, v1) — E7 (1, yes1)) ] (4.28)
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and

P 1r,-» —oP
ATY =5 { (:t0+1(33tayt) — B (@, 31)) +

(Egil(xt+17 Yir1) — Efp (l’t+1a yt—i—l)) ] (4.29)

are respectively no polluting and polluting technical change in the output direction between
periods (¢,t + 1).

When Aﬂofil > 0 then, no polluting technological improvement occurs in the output
direction over periods (¢,t+1). Moreover, if Aﬂof 41 > 0t follows that polluting technological
progress arises in the output dimension between period (¢) and period (¢+1). In such a case,
AEDT; 41 > 0 and environmental disaggregated technological advance appears in the output
direction between periods (t) and (¢t + 1).

Several cases of environmental disaggregated technological change in the output direction
can occur and they are displayed in Appendix 3 (Table 3).

The environmental disaggregated efficiency change in the output direction over periods
(t,t 4+ 1) is defined as follows (Figure 12),

AEDE; 41 = AECY), + AECY, . (4.30)
Such that,
AECZZL = Efnp (e, yt) — Etoiq(xt—i-h Yi+1) (4.31)
and
AEC?,:H = Efp(xm Yt) — E?L(%Jrl, Yi+1) (4.32)

are respectively no polluting and polluting efficiency variation in the output direction between
periods (t) and (¢ + 1).

Remark that if AECEZL > 0 then, no polluting output efficiency advance arises between
periods (¢,t+1). In addition, when AEC% 41 > 0 then polluting efficiency improvement occur
over periods (t) and (t+1). It follows that, AEDE; ;1 > 0 and environmental disaggregated
efficiency progress appears in the output direction over periods (¢, + 1).

Various cases of environmental disaggregated efficiency change in the output direction can
appear and they are exposed in Appendix 3 (Table 3).

Since the EDLHM is composed by the technology change, the efficiency variation and the
scale efficiency change then, this latter can be provided by the following residual:

AEDS, 41 = EDLHM; 1 — AEDT, ;1 — AEDE; 41, (4.33)

where AEDS; 441 is the scale efficiency change in output direction between periods (¢) and
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(t+1).

Denote that when there is no efficiency variation (AEDE;;y; = 0) and no technical
change (AEDT; ;1 = 0) then the gain or loss of productivity is the result of environmental
scale efficiency change (EDLHM; 11 = AEDS;441). In such a case, the technology does
not move and the production unit is technically efficient (on the boundary of the technology).
Thus, the productivity change is solely provided by the movement of the production unit

along the production frontier.

Remark that the output scale efficiency change is defined from no polluting and polluting

standpoint such that:
AEDS; 141 = ASEftH + ASE

Where, from the residual, we have:

np

Dt (4.34)

np 1 D D
ASEY 1 = 5[(# (@41, Ypg1) — ZF (2 7$t7yt+17yt)>

—o0 P —o"P
St $t+1,$t+1,yt 7yt+1) - ‘—‘t+1($t7yt)):|

:”p np Py _ i
<~ xt—i-l’xt?yt Yt ) — =4

,_,an —inP
Sl $t+17 yt+1)

and

np

i (24, yt))

- ~t+1($tpa$t+1ayt+1,yt+1))]a (4.35)

» 1 Hp -
ASEf,t-H = 5[(: xt+1:yt+1)_:§ (‘Tt 7%7% 7yt+1)>

[I]

_|_

=oP
$t+17 $t+17 yt+17 Yi ) - ‘—‘t—‘,-l(xt’ yt)

,—P —qP
[(5 5Et 7xt+17yt 7yt) = (fEtayt))

—iP —iP
+ <:§+1(l’t+1ayt+1) - :zlf+1(x?—fl7xf?y?flvyf-i-l))]' (4.36)

The distillation of the above results allows to distinguish the scale efficiency change sep-

arately provided by the input and the output components.

following no polluting outputs projections:
7" =y 2 () - w

_ —onP

Ur1 = Yt + E01 (Te1s Yerr) - Ui
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np _ mp | —ohP np
Y =Y + ~t+1(xtvyt) Y

AP —o"P LY
Y1 — yt—i—l + = ($t+17yt+1) Yiia-

The addition and the subtraction of respectively Z¢"" (z,,v,) and Ef_ﬁ (%441, Yy ) allow to
express the no polluting output scale efficiency change as follows (Figure 14):

onP 1 —o0 np np ,:,Onp np D Anp o
ASEtzt-H— 5[ =p (@ 20,9 up) — B (% 2Ty Uri 1 Yt )
:”7’ np Py _ i

=t t+1’xt’yt 2Yr) — Ey (5Et7yt)>

—o"P np D =np D
+ (241 l’t+1=l’t+1=yt 7yt+1) - ~t+1(xt+1vxt+1=yt+1=yt+1))

(=25
<~t+1 (Teg1s Yeg1) — Eiipl(x?pvxf-l—l?y?flvyf+1)>:|
= 3 [ASE;’”” + ASET]. (4.37)

We can also distil the polluting output scale efficiency change. To do so, let us present
the polluting outputs projections as follows:

=P __ D —=oP D

yf =y; — Z7 (T Y1) - Yps

P = s — S as i) o
t+1 = Ytr1 — Se1 T 15 Y1) Y1
“p P | —oP P

Yy =Y + ~t+1(xtvyt) “Yis

.p P =oP P
Yip1 = Y1 T =¢ (‘Tt-i—lvyt—}—l) Yy

Thus, adding and subtracting respectively Z¢"(z;,v,) and Etoil(xt +1> Y1) yield the fol-
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lowing polluting output scale efficiency variation (Figure 14):

1
A Eo” _ =oP/( np _p Mmp —p =oP /. np _p  Mp ~p
S L+l = 5 (Ht (3% y L5 Yy ,Z/t)‘ =t (3% y Ly Yy ,yt+1))

=iP( np P np _p =P
- (‘—‘t (xt 7$t+17yt 7yt) =t (xbyt))
—oP np _p np  ap\ _ =oP np _p np  ap
+ (~t+1($t+1vxt+1vyt+1ayt) ~t+1($t+1=l’t+1=yt+1vyt+1)>
~ (= ) = ey bt o)
St 1\ T 15 Y1 S\ L1 T Y1y Y
1 oP oP
= 3 [ASEY” + ASEY, ] . (4.38)

Notice that when AEDS; ;1 = 0 then the production unit performs at the optimal scale
in the output direction. Besides, if AFDS; ;11 # 0 then there exist some scale alterations
that lead to productivity variation; see Appendix 3 (Table 3).

4.2.2 Decomposition in input direction

In the input direction, the environmental disaggregated technical change between periods
(t,t 4+ 1) is defined as follows (Figure 9),

AEDT i1 = AT 1 + AT 4 (4.39)
Such that,
Aﬁﬁl :% { (Eiipl(xta Yt) — Einp(xn yt)) +
(Eij—pl(xt—l—h Yi+1) — Einp (@441, yt+1)) } (4.40)
and

. 17, . .
AT/t =5 [ Elal@nm) = 2 e w) +
(Eiil(‘rt-l-la Yir1) — Eip (Te41, yt+1)) ] (4.41)

show no polluting and polluting input technical change over periods (¢, + 1).

If A’];Z:f;l > 0 (respectively A’];Zf +1 > 0) then, no polluting (respectively polluting) tech-
nological improvement arises in the input direction between periods (¢,¢ + 1). In such a case,
AEDT+1 > 0 and input environmental disaggregated technological improvement occurs be-
tween periods (¢,¢+ 1). Several cases of environmental disaggregated technological change in
the input direction can arise and they are displayed in Appendix 3 (Table 4).
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In the same vein, the input environmental disaggregated efficiency change between periods
(t,t + 1) is defined below (Figure 11),

AEDE 41 = AEC 1 + AECT, . (4.42)
Such that,
AEC%ZZH == (@, ) — Z00 (21, Y1) (4.43)
and
P —P —q P
AECY 11 = E¢ (T4, Y1) — Ebir (Tea1, Yer1) (4.44)

are respectively no polluting and polluting input efficiency variation over periods (¢) and
(t+1).

If AECij;il > 0 (respectively A&Cft +1 > 0) then, no polluting (respectively pollut-
ing) efficiency advance arises in the input direction over periods (t,t + 1). It follows that,
AEDE; 11 > 0 and input environmental disaggregated efficiency progress occurs between
periods (t,t+ 1). Various cases of environmental disaggregated efficiency change in the input
direction can appear and they are underscored in Appendix 3 (Table 4).

Since the EDLHM is the sum of the technology change, the efficiency variation and the
scale efficiency change then, this latter is the result of the following residual:

A5D8t7t+1 - E.DLHMt’t_i_l - AEDTt7t+1 - A€D5t7t+1. (445)

Note that AEDS; 141 is the scale efficiency change in input direction between periods (¢) and
(t+1).

When there is no efficiency variation (AEDE;;+1 = 0) and no technical change arises
(AEDT1i+1 = 0) then the productivity change results from the environmental scale effi-
ciency variation (EDLHM; 11 = AEDSt441). Consequently, the productivity change is the
consequence of the movement of the production unit along the efficient production frontier.

As for the case of output scale efficiency, we can define the input scale efficiency change
between periods (¢) and (¢ + 1). It is provided by the no polluting and the polluting input
scale efficiency change as follows:

AEDS 41 = ASE] ) + ASEL, L. (4.46)
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From the residual we have:

2P _ - P ,:.0 np
ASEL 1 = 5[(~ (T4, ye) — Ef (xt 7xt7yt+17yt)>
=0 =o"?
+ ~t+1 xt+1’xt+1’yt 7yt+1) — B0 (Teg15 Yeg1)
,:np TLp np D —i np
[(H t+1’xt7yt 7yt)_‘—‘t ($t+1ayt+1)>
_an —=i"P  np _p np . p
+ (~t+1 xt7yt _~t+1(xt 7‘Tt+1ayt+17yt+l)):|7 (4.47)
and
ASEY, L (=0 " _ =oP(, mp
tirl = 5|\ =t (zy) — B¢ (2P, 2,y 7yt+1)

[I]

(=2
-5 (=

—iP —iP
+ <‘:‘IZ€+1($t7 yt) - ‘:‘llf+1($?—ll—)l7 l‘f, y?—fl) yf+1)):| . (448)

=oP
‘Tt—i—l’ ‘Tt—i—l’ yt+17 yy) — Etr1 (T yt+1)):|

—P
—
—t

—P
‘Tt 7xt+17yt 7yt) Z (‘Tt—i—layt—i-l))

The distillation of these residuals allows to separate scale efficiency variation provided
by input and output components. In such a case, let us introduce the no polluting inputs
projections as follows:

np _ —gnP

0=t =B () 2

Ly

—np __ np  —=nP P
Lit1 = Lyqa ~t+1($t+1ayt+1) Tiiqs

NP Mp P np
Ty = Ty _~t+1(xt7yt) Ty

~mp __ _mp —inP P
Tig1 = Lyp1 — =t (xt—}—l?yt—i-l) Lit1-

Hence, the addition and subtraction of respectively Z¢ (2, y,) and = (z,, 1, Y,41) pPro-
vide the following result in no polluting input direction (Figure 13):
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‘np 1 —0 np —0
ASS;,tH = 5[ BV (m,y) — EF (x?p7xt7yt+l7yt))

,_Onp

:np np p —=i"P (=np
<~ xt—i-l’xt?yt ) —Eb (T 7mt7yt 7yt))

,:Onp
+ | = $t+17$t+17yt 7yt+1) - ‘—‘t+1(xt+17yt+1)
,_an _n ,_an ~np
Sit1 $t+17$t+17yt+17yt+1) — B (3 7$t+1’yt+1’yt+1)
‘np ‘np
= 3 [Assg +ASEL] . (4.49)

As for the case of no polluting inputs, we can also give a distilled definition of the residual.
To do that, assume the polluting inputs projections below:

—p P =P P
Ty = xy — Zp (T Y) - Ty s

=P D —d P
Ti1 = Tpp1 — St (Tes1s Yer1) - Tegas

D P =P oD
Ly = Ty — ‘—‘t+1($t7yt) Ty

DD —d P
Tir1 = Typ1 — = (Te115Yrr1) Tit1-

Here again, adding and subtracting respectively =i (z,,y,) and 2 (z,,1,Y,,,) allow to
define the scale efficiency variation in polluting input dimension as follows (Figure 13):

1/ _or _
A&St 1 = B [<~§ (T4, 94) — :to (xtpv$t7yt ,yt+1)>

— (@ & ) — B @ Ty )
+ <E§il(x?fl7x§+1ay?flayf) - E?il(xtﬂaytﬂ))
- <:§11(9ﬂt+17xt+1ayt+1ayt+1) - Eiil(x?f17£f7y?flvyf—i-l))]
= [AS&“’ +ASEL]. (4.50)
If AEDS; 441 = 0 then the observation operates at the optimal scale in the input direction.

Nevertheless, if AEDS; 11 # 0 then the production unit adopted some scale adjustment that
allows productivity change between (¢) and (¢ + 1); see Appendix 3 (Table 4).

FIGURES 9-14 ABOUT HERE
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Conclusion

The main contribution of this paper is the definition of environmental disaggregated ratio- and
difference-based productivity measures. Indeed, both input and output vectors are separated
into polluting and no polluting components. Hence, the impacts of input and output quality
change on environmental productivity variation can be analysed.

Environmental disaggregated Hicks-Moorsteen and Luenberger-Hicks-Moorsteen produc-
tivity measures take the form of multiplicative and additive complete TFP indicators. There-
fore, a decomposition of the new ratio- and difference-based environmental disaggregated TFP
measures in input and output directions is proposed. Moreover, the convexity assumption of
the environmental production process is not required to analyse these new TFP indices.

Appreciating environmental disaggregated components of environmental TFP change is a
major concern in business, policy-relevant or academic contexts to define environmental rec-
ommendations. Decomposition and disaggregation analysis of TFP variation display comple-
mentary informations. Indeed, the main sources of polluting and no polluting environmental
TFP change are underscored through input and output directions.
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Appendix 1

Proof of Proposition 1

(a.1) and (a.2) are immediate from the definition of the multiplicative distance function
Uy(e, yr)-

(a.8) Consider (z¢,y:) € Ti. For any p > 0, we have:

Wi, o) = it {0 > 0 (62" (ua}), 07" (i), 0" (uyf), 03" (™)) € To |
— inf {9 >0 p- (9%5, 0" 2, 0Ny, 0y ) € T}

= Uy(xs, ys).

(a.4) For any observations (x¢,y;) € T; and (T4, 0t) € T; where
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(&0, 9e) = (p"ab, p*" 2P, pX"yf, p" y;), consider that:

{0+ (07 ()0 007 () 0 (0)) <)
— inf {0: <(9appap) 2 (6777 ) o <9Ap Ap) o, <0W w) ynp) c Tt}
—inf {0 ((00)°" a}, (00)""" 217, 00)" o7, (09)"" ") € T}
:p_l-irgf{éz (56“” 00" e gV P GNPy "p) c n}

=p 1 Uy, 1)

(a.5) Let (Z¢,9:) € T} be an observation with #; = 2 ® w, and y; = ys ® w, where w, and
wy are the weighting parameters related to the changing units of measurement of respectively
input and output-vector components. Thus, the multiplicative distance function associated to
this observation is as follows: W (&, 9¢) = ilelf {6>0: (Hap PP 9" P N P 0N 9;7) € T, }.

Since then, we have:

\I’t(i't, @t) Qw = llgf {9 >0: ((eal"%p) @ Wyp, (Hanp Anp) @ Wenp, (9)‘1):&%)) @ Wyp ,
0N 7)o wynp) S Tt}
f{e >0 (09722, 00" 2P 0N yP 0N ) € n}

t(ze, yt)
(T4, G-

Il
*6 *e‘cbb

(a.6) Let K be the cone defined as the intersection of the no polluting cone and the B-
disposal cone such that K = K™ U KB. Notice that K™ = (Rﬁnp) X (—RT”p) and KB =
K*" UKY where K* = (—R"p) (Rmp) and KY" = (R’}rp) X ( Rmp). For two observations
(wi)ax?payfaytnp) and (xtht 7yt7yt ) such that (xtht 7yt7_yt ) = (xi)7f? 7yt;b_y? ) then
we have {6 (0972} 09" 7P 0N P
" yty e @2yl y) - Ky o< {0 o (0°7af, 007 a0yl 0Ny ) e
=, z" 9, 5,") — K} Moreover, {6 (072}, 6" zi? 0Ny, 0Ny ) €
(@777 - K}pc (o (0", fa””—”f’ 6N 0N GP) € (2, FP . 5) — K}. Then,
n n n n n

{6 n(@‘l 6"z f@A yr, 0Ny p) € (a:f,a;tp,yf,yt ) — K} C {6
(Ho‘p_p N yt,ﬁ)‘ p_"p) € @, =" 9, 5") — K} Consequently,
\I/t(xtaxt 7yt7yt )Z \I’t(xtyxt ayfay?p)-
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Proof of Proposition 3

(b.1) and (b.2) come from the definition of the additive distance function.

(b.8) For any (z,y;) and any A > 0, we have:
Ei(Axg, Ayy) = S%p {5 €R: ((1 —BOYP) AP, (1= BOAP) Ay,
(1+B8ea™)Ay” 14+ 806 ap)Ayf) € Tt}
~sup {5 eR: A((1- Oy, (1 - FO )l (1 + 8 o)y,
(1+BoaP)u) Tt}

= Ey(z4, yr).-

(b.4) For any (xy,y¢) € Ty and any (Z,9) € Ty where (Z4,9:) =
((1 —BOYP)? (1 - BOAP)al,(1+0©c™)y,” (1+6006 Up)yf), we have:
Ei(@,Ge) = Sup{ﬁ eR: ((1 — 0O —BOYP)xP (1 -0 0P — BOAP)a?,
B

(1+9®0"P+6®0"P>y?”,(1+9®ap+6®o”)yf) eTt}

:s%p{ﬂeR: ((1—(9—#5)@7"”)1’?”,(1—(9+5)®’y”)mf,

(1404 8) 0 ™)y, (14 6+ 5) © ")) € T}

zsup{éeR: ((1—5@7””):17?17,(1—5®7p):pf, (1+5®J"p)yfp,
d

(1+5®ap)yf> eTt}—é’

=E(xe, ye) — 0.

(b.5) Suppose that any (Z¢,9;) € T} is such that Z; = 2; ® w, and g, = y; ® w, where w,
and w, are the weighting parameters related to the changing units of measurement of inputs
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and outputs. In such case, we have (&, J;) = sup {B eR: ((1 e’ AO) ’y"p)a:t ,(1 ’AO,
B

~ ) (1 + ﬁ ® Unp) (1 + ﬁ ® O-p) ) c Tt}- Moreover,

(T, ) Ow = Slﬁlp{ﬁ cR: (((1 — B Oz ) @ Wynp, ((1 — 6@710)@5) @ Wyp,

(1 + B a™)gT) @ wyrs, ((1+ﬂ@op)gf)®wynp) eTt}
:stﬁlp{ﬁéR:((l—ﬁ@y"”) L(1=BoAP)at, (14 B©a™)y”,

(1+B®Up)yf> eTt}

t(xmyt)
t(jb gt)

[1] [1]

(b.6) Consider K, the union of convex cones defined as follows: K = K™ U K where
KB = K* UKY". Remark that K" = (R%") x (-R7"), K* = (-R7") x (R7") and
KY" = (RY') x (=R7"). For any observations (z¥,z;*,y?,y;?) and (27, z,", 3}, 7,7) with
(2, 2P ol —y?) > (@, 7P, gyt , —y, ) then, we state that < B € R : ((1 — B@’y"p) (1 —
BOP)a}, (1+80 0™y, (1+ 80 o?)f) € @77 7.57) - K} {ﬁ er:((1-
BoyP)zi?, (1 - BoAP)at, (14806 0™y (1—1—5@01”)%) (CU AT RTAY K} In
addition, {ﬁ eR: <(1 y:¥o vnp)—np, (1 - B® ryp) (1 +Be 0" )g?ﬂ (1 + 80 o—p

@, 7P 7 ) -~ Ky C{BER: ((1—5@7"”) P (1=BoqP)al,(1+B00™)y", (14

5@ap)yf> € (zf,z?p,yf,ygp)—f(}. Then, {5 eR: ((1—5@7"1’) ,(1=Boq")z, (1+

B, (1460075 € @77 5. 51") K} c {5 er: ((1-poy)a?, (1~
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BeAP)al, (1+ B0 a™)y,"?, (1+ﬂ®ap)yf> e (@, 7"y, 7.") —K}. Consequently, we have

Ee(@e,ye) > Ei(Te, Ty
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Appendix 2

Consider a B-disposable production technology T; and a set of Z observations such that
Z={0,1,---,Z} with z € Z. For any (v,1) € R we have z;, = (2}, 2}7) € Rt and
yr = (7, y;7) € R such that [n] = [nP] + [n"?] and [m] = [mP] + [m™]. Notice that
[nP] = Card(zP), [n "p] Card(2"P), [mP] = Card(y?) and [m"P] = Card(y"P).

The mathematical programs introduced below, allow to estimate the efficiency score of
production units in a Data Envelopment Analysis approach.

Mathematical program of multiplicative distance function under convex pro-
duction set

The mathematical program for the observation 0 is as follows:

\Pt($g7yz(€)) = inf@
s.t eanp Oz > Z le 2,1 ic [Tlnp]

zEZ

0" < 3 g i € [n]
zEZ

al? . 02 zy z ) . n

0 > Z urx = [n P]
zEZ

eaP:E?,i > Z ,uzl’f’i i c [np]
zEZ

GAnpyg,j < Z nzytzd je [mnp]
zEZ

9>\p O,J > Z nzyz,g ] c [mp]
zEZ

e)mp 0,7 < Z /LZ 2,J ] c [mnp]
zEZ

0)\1’ 0,] < Z /I/Z Z,] j G [mp]
zEZ

Sn=S =1, >0, p>0.

z€Z z2€Z

Notice that o = of = {0,1}, A" = {—1,0} and AP = {0,1}. Moreover, remark that in
this paper, we focus on the following four cases :
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(i) @™ =1and o = A" =\ = (.

AP = —1 and o = o™ = NP = (.

(i

)
(ii) o =1 and ™ = A" = N\ = 0.
)
(iv) W =1and o? =™ = \"P = 0.

Mathematical programs of multiplicative distance function under non con-
vex production technology

According to the cases quoted above, the programs related to these cases are provided below
when the production set is non convex:

(i) a™ =1and aP = A" =P =0
inp ;UtZ’Z'
Uy (7, y¢) = max | —7 |-
z€Z x,’
1€[n"P] ¢

Proof: Consider that for o =1 and o = A = \P = 0, we have:

inp o . X 0,7 z,4 _O,r z,r 0, z,7 0,s z,8 | .
Ui (e, ye) —glg{ggg{ﬂ@wt >a w2y Syt Yy Sy }

. . 0,7 z,4 _O,r z,r 0, z,j 0O,s z,8 | .
rzlélg{e-ext 2Ty Sx LY Sy Y 2 Y };

i € [n"P],r € [nP],j € [m"P],s € [m”]}

2,0
;U . .
. t 0,r z,r 0,5 z,j . 0,s Z,8
=max<{ min0:0> —(— x; >x} Jo< P TR
ZGZ{ZEZ _:Eg’l’ t - Yt 7yt _yt 7yt _yt )
2,0
. Ty 0 0, i 0
min 9:92—6.,$t’T§$f’r,yt’Jgyf’j,yt’Sny’s :
ZEZ ;U’Z

t

i€ 7)1 € 07,5 € [m™],s € [mp]}
2,0
Ly
1€[n"P) Ty

(ii) aP =1 and ™ = A" = AP =0

Z,r
iP _ Ty
Uy (2, ye) = max ( o,r) :
Ty

S
re[n?]
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(iii) A"? = —1 and o™ = aP = AP =0

y07j
np
VY (x4, y1) = max L.

z€Z %]
je[mnp] yt

(iv) W2 =1land "™ =aP = A"P =0

2,8
Y
U (24, y) = max ( 6,3)'

ZEZ
se[mn?]

Proofs of (ii), (iii) and (iv) are similar to the proof of (i).
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Mathematical program of additive distance function under convex produc-
tion set

The mathematical program associated to the observation 0 is presented below:

Ei(ap,y)) = supf
s.t )t — Byt > 2277233:2 i € [n"P]
zEe
2t = Byt < Y mra)t i € [n?]
z€EZ
2t = Byt > Y pray i € [n"]
zEZ
o = pypalt > Y pratt i € [n?]
zEZ
y?J + ,Bdnpy?’j < Z T]Zytz’j je [mnp]
zEZ
0. 0. ) )
v+ BoPy,? > 3 nry? j € [m?]
z2€EZ
y?J + Banpy,?’j S Z /LzytZJ ] c [mnp]
z€EZ
07 j 07 j ) j ;
y !+ BoPy,t < 3wy j € [m?]
z€Z

=Y u.=1, 6>0, p>0.
z€Z 2€EZ

Remark that (y",~P) € [0, 1"+ and (6", 0P) € [0,1]™" x [~1,0]™". In addition, this
paper focus on the cases where:
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Mathematical programs of the additive distance function under non convex
production technology

As stated above, the programs proposed in this section are subjected to the four cases quoted
previously.

)y =1and y» = 0" =0P =0

Proof: For v"P =1 and 7* = ¢™ = ¢P = 0 we have:

—inP . . 0,7 z,4 _O,r z,r 0, z,7 . 0,s z,8 | .
= (@) —ggg{gleag{ﬂ.(l—ﬁ)xt >xay Zar gy Syt Sy }

. 0,2 z,0 _O,r z,r 0, z,j 0O,s 2,5 | .
%%{{5-(1_5)3% 22Xy S xSy Y 2 Yy }7

i € [n"],r € [nPl,j € [m"P],s € [mp]}

Z,1
x,’ . .
— 1 . t 0,7” Z,T 07] 257 075 Z,8 .
=min{ max< f: 8 <1— =z, > a7y <yl " <yt
z€EZ z2€EZ xt7

2,0
x . .
X t 0,r z,r 0, z,j O,s z,5 .
max4 G5 <1—— a7 <a oy Sy Y 2y
z2€EZ xt7

i€ [n"],renP],jem],se [mp]}

xz,i
=min (1-— 6 - | .
2€EZ €T )t
1€[n"P) t

z€EZ
re[n?)

—iP . ﬂff’r
E} (v,y) = min (1 - —— | .
xy’
(iii) o™ =1 and y"P =P = oP =0

yz7j
—onP . t
=¢ (x,y:) = min =7 —1]-

(iv)oP = -1l and ¥y"P =P =" =0
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zEZ
se[mP Y

Z,8
- . Y
EY (x1,5:) = min (1_ 6,s>-
]

Proofs of cases (ii), (iii) and (iv) are similar to the proof of (i). Hence, they are omitted.
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Appendix 3
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Technical change

c=ATS Y > 1

a=ATZ, >1 b=ATPy,, <1 ATS =1
AEDTy 141 > 1 i. If ¢ > b~! then, AEDTy 441 >1 | AEDT 11 =c>1

ii. fe<d? then, AEDT 411 <1

np
d=AT7 <1

i. f d~! < a then, AEDT 111 > 1
ii. If d=! > a then, AEDT; 4141 < 1

AEDTt_’HJ <1

AEDT; 41 =d <1

np
ATt"’thrl =1

AEDTt7t+1 =a>1

AEDTt’t+1 =b<1

AEDT; 141 =1

Efficiency variation

e=AECY, 1 >1

f=AECY, <1

AECY, =1

g=AECY, | >1

AEDFE; 411 > 1

i. If g > f~! then, AEDFys 441 > 1
ii. If g < =1 then, AEDE; 441 < 1

AEDEt7t+1 =g > 1

h=AEC,}, <1

i. f =1 < ethen, AEDE; 41 > 1
ii. If =1 > e then, AEDE; 141 < 1

AEDEt_’tJrl <1

AEDE; 41 =h<1

np
AECY, 4 =1

AEDEtJH»l =e>1

AEDEtJH»l = f <1

AEDE; 41 =1

Scale effici

ency change

J=ASEY, | >1

k=ASEY, <1

ASES, =1

I=ASEZ,, >1

AEDS 41 > 1

i Ifl>k1 then, AEDSt’t+1 >1
ii. If | < k=1 then, AEDS; 41 < 1

AEDSt’t+1 =1>1

q=ASE] <1

i. If ¢~ % < j then, AEDS; 141 > 1
ii. If g~ > j then, AEDS; ;41 < 1

AEDSt’t+1 <1

AEDSt’t+1 =q< 1

ASEZ =1

AEDSt,t+1 =j5>1

AEDSt,t+1 =k<1

AEDS; 141 =1

Table 1: Decomposition of EDHM (output direction)
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Technical change

a=ATi ,>1

7P
b= A,E,tJﬁl <1

P
Aﬁl,wrl =1

c=ATH > 1

AEDT 4441 > 1

i.Ife>b1 then, Ag'DTt,t+1 >1
ii. fe<d? then, AEDT 441 < 1

AEDT 4441 =c>1

d=ATH7 <1

i.Ifdl<a then, AEDTL,HJ >1
ii. If d=1 > a then, AEDT 141 < 1

Ag'DTt,t+1 <1

AEDTt,t+1 =d<1

np
Aﬁl,wrl =1

AEDT 441 =a>1

AEDT 1 =b< 1

AEDT 4441 =1

Efficiency variation

e=AEC, > 1

f=agc, <1

AgCy, =1

g=A&C  >1

AEDE 11 > 1

i. If g > f~1 then, AEDE 141 > 1
ii. If g < f~! then, AEDE; 141 < 1

Agpgt’ykl =g>1

h=AEC <1

i. If h~! < e then, AEDE 141 > 1
ii. If =1 > e then, AEDE; 141 < 1

Ag'Dgt,t+1 <1

Ag'Dgt_,HJ =h<l1

AgC =1

AS'DSt’t+1 =e>1

A€D€t7t+1 = f <1

AEDE; 141 =1

Scale efficiency change

J=ASES, > 1

k=ASE, <1

P
ASEY, =1

1=ASE  >1

A5D5t7t+1 >1

i If 1> k=1 then, AEDS; 111 > 1
ii. If 1 < k=1 then, AEDS; 141 < 1

AS'DStJH»l =1>1

q=A8EN, <1

i. If ¢~ ! < j then, AEDS 141 > 1
ii. If g~ > j then, AEDSt 141 < 1

A5D5t7t+1 <1

AS'DStJH»l =q< 1

i"P
ASENY =1

AEDS 141 =35>1

Ag'DSt,t+1 =k<l1

AEDS; 141 =1

Table 2: Decomposition of EDHM (input direction)
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Technical change

a=ATZ/ ;>0

b=AT?,, , <0

AT

tt+1 — 0

c= ATt(i:il >0

AEDTt,t+1 >0

i. If |¢| > |b| then, AEDT4 441 > 0
ii. If |c| < |b| then, AEDT; 111 <0

AEDTt_’t+1 =c>0

np
d=ATPY, <0

i. If |d| < |a\ then, AEDTt7t+1 >0
ii. If |d| > |a| then, AEDT¢ 41 <0

AEDTt7t+1 <0

AEDTt7t+1 =d<0

np
ATtO,t+1 =0

AEDTt,t+1 =a>0

AEDT; 141 =b<0

AEDTt_’t+1 == 0

Efficiency variation

e=AECY, ;>0

f=AECY, <0

AECY, ;=0

g=AEC? >0

AEDFE; 11 >0

i. If |g| > |f| then, AEDE; 441 >0
ii. If [g| < |f| then, AEDEy 41 < 0

AEDEt7t+1 =g>0

h=AEC,", <0

i. If |h| < |e| then, AEDE; 441 > 0
ii. If |h| > |e| then, AEDFE} 141 <0

AEDEt_’tJrl <0

AEDE; 141 =h<0

np
AECY, 11 =0

AEDEtJH»l =e>0

AEDEtJH»l = f <0

AEDE; 111 =0

Scale efficiency change

j=ASEY, >0

k=ASE, . <0

ASEY, ;=0

1=ASE¢, >0

AEDSt,t+1 >0

i. If |I| > |k| then, AEDS; 141 > 0
ii. If |I| < |k| then, AEDS; 111 <0

AEDSt_’tJr1 =0>0

q=ASE <0

i. If |q| < ‘]| then, AEDSt7t+1 >0
ii. If \q\ > ‘_]| then, AEDSt,t+1 <0

AEDSt7t+1 <0

AEDSt’t+1 =q< 0

ASEZ =0

AEDSt,t+1 =35>0

AEDSt,t+1 =k<O0

AEDS; 111 =0

Table 3: Decomposition of EDLHM (output direction)
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Technical change

a=ATi >0

P
b= AT, <0

P
A77,t+1 =0

c=ATi >0

AEDT 441 >0

i. If ‘C| > ‘b‘ then, Ag'DTt,t+1 >0
ii. If |c| < |b| then, AEDT¢ 441 <0

Ag'DTt,t+1 =c>0

d=ATH <0

i. If |d| < |a| then, AEDT¢ 41 >0
ii. If ‘d‘ > |a\ then, Ag'DTt_,HJ <0

AEDT 41 <0

AEDT 441 =d <0

np
A7?,t+1 =0

Ag'DTt_,HJ =a>0

AEDTt,t+1 =b<0

AEDT 141 =0

Efficiency variation

e=AEC, 1 >0

f=agct, <0

iP
AECL 41 =0

g=A&Ci) 1 >0

AEDE 441 >0

i. If |g| > | f| then, AEDE, 411 > 0
ii. If |g| < |f| then, AEDE; 141 <0

Agpgt’bkl =g > 0

h=AEC 1 <0

i. If |h| < |e| then, AEDE; 41 >0
ii. If |h| > |e| then, AEDE; 111 < 0

Ag'Dgt_,HJ <0

Angt,H»l =h<0

inP
AECHY =0

AS'DSt’t+1 =e>0

A5D5t7t+1 = f <0

AEDE; 141 =0

Scale effici

ency change

j=ASEY, 1 >0

k=ASES, 1 <0

ASEY, 1 =0

1=AS8EN) >0

Ag'DSt,t+1 >0

i. If |l| > ‘k| then, Ag'DSt,t+1 >0
ii. If |I] < |k| then, AEDS, 111 < 0

Ag'DSt,t+1 =1>0

q=ASENY <0

i. If |¢| < |j] then, AEDSt 141 >0
ii. If \q\ > |j‘ then, AEDSt,t+1 <0

A5D5t7t+1 <0

A5D5t7t+1 =q< 0

inP
ASEL ;11 =0

AEDS 141 =3>0

AgDSt_ytJrl =k<0

AEDS; 111 =0

Table 4: Decomposition of EDLHM (input direction)
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