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1. The author defined £ = v — u, which is correct. However, the key issue here is that
E(g) #0. This is because the technical inefficiency t 0, and the noise term, v can

be either positive or negative. Formally, E(€)=E(v-u)=E(v)-E(u)=-E(u)=#0.
Since E(g) #0, the author may want to transform the model first. For examp]
y=m(x)+v-u=m(x)+v-u+E(u)-E(u)=m(x)-E(u)+v-u+E(u). Let v-u+E(u) = y, then
E(un)=0. The regression function becomes g(x) = m(x)-E(u).

Then the author can use the spline method to estimate m(x). E(u) can also be
estimated if u follows some known distribution.

2.  While it may not be easy to calculate marginal products from unknown function, some
researchers have proposed gradient estimation method for additive nonparametric
models. See Ozabaci and Henderson (2012) “Gradients via Oracle Estimation for
Additive Nonparametric Regression Models with Application to Returns to Schooling.”
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