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Abstract

The aim of this study is to investigate the role of total factor
productivity (TFP) in adjustment costs of labor in the Kurd-
istan province’s manufacturing industries. For this purpose,
TFP is measured and analysed using Divisia index in the prov-
ince’s industry in 4-digit ISIC codes. Different indicators are
used for calculating the adjustment cost. In this study, for es-
timating adjustment costs, two indicators including the effect
of total reallocation and the absolute of employment chang-
es have been used. The results of model estimation by using
pooled data method over the period 2004-2013, show that the
Divisia index of TFP reduced the adjustment costs in manu-
facturing industries. Also, the results show that the human
capital has a negative and significant impact on the adjustment
costs. Therefore, it is recommended that in using the produc-
tion increasing policies, in order to prevent of the unintended

adjustment costs, TFP promotion is emphasized.
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