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“But part of the job of economists is weeding out errors. That is much
harder than making them, but also more fun.---- Robert M. Solow”

(from Jorgenson and Griliches, 1967, p.249).
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Additionally table is filled with negative productivity numbers. In fact, among
the computer-intensive services industries, only communications and
wholesale trade show upward trends. Negative productivity numbers are
always puzzling.

With the possible exception of communications, the outputs of all these
computer-intensive services industries are hard to measure. As Griliches has
repeatedly emphasized, if we do not know how to measure the output of an
industry, then we do not know how to measure its productivity. And if the
available productivity numbers, measured as best the statistical agencies can,
show negative productivity, perhaps the reason is that economic statistics are
missing part of the output that these industries produce.
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Much of the praise is deserved, but so is much of the criticism.
Bad data are bad data regardless of how they are used.
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Griliches [1986, p.1508]: Empirical economists have over generations
adopted the attitude that having bad data is better than having no data at
all, that their task is to learn as much as is possible about how the world
from the unquestionably lousy data at hand.
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Negative productivity growth always attracts skepticism, as well it should.
In our estimates, the following industries had negative labor productivity
growth over the 1995-2001 interval: education (-0.57 percent);
amusement and recreation (-0.41 percent); hotels (-0.57 percent);
insurance carriers (-1.66 percent); local transit (-0.61); and construction (-
1.12 percent). Negative MFP trends are evident in some services
industries, particularly health and educational services.

Instead of mechanical “lopping off the tail” exercises, we believe that the
statistical agencies should take negative productivity growth as an
indicator of the areas in which they need to allocate resources to improve
measurement. An exercise to trace down the sources of the negative
changes in productivity could offer considerable insight into sources of
some of the measurement errors. Because the sources can include errors
in price deflators, in current price output measures, in inputs — both
capital and intermediate inputs — and also in labor hours, identifying the
sources inevitably is a multiagency task, and we believe it should be
undertaken as such.
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“Solow’s residual” EFEIEN S EMZ VI DFEHEIL. “a measure of our ignorance”
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Within the framewok of social accounting the hypothesis is that if real product and real
factor input are accurately accounted for, the observed growth in total factor
productivity is negligible.

Simply relabelling these changes as Technical Progress or Advance of Knowledge leaves

the problem of explaining growth in total output unsolved. (Jorgenson and Griliches
[1967, p.249].

We conclude that our hypothesis is sonsistent with the facts. If the economc theory
underlying the measurement of real product and real factor input is properly exploited,
the role to be assigned to growth in total factor productivity is small. 272

The fact that the growth of the resulting index is small indicates that the contribution of
investment to economic groath is largely compensated by the private returns to
ivnestment. This implication of our findings is inconsistent with explanations of
economic growth such as Arrow’s model of Iwarning by doing, which are based on a
higher social than private rate of return to phisical capital.
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30 HIIMDJorgensonED HEFHIXIZE KX L. “In our paper we ‘explained’ in all
away by correcting for various measurement errors in capital and labor input. By
the time Denison corrected some of our overreaching, a significant amount of
“unknown” territory was still left to explain. 610

However, if you look at more recent productivity data, it is possible to claim that
we have won! The explanation is not complete. All of the growth is being
accounted for by the growth in relevant inputs. Yet, in another sense, this “victory”
is rather sad. The operation was successful but the patient died. What happened
was the unexplained part disappeared, not that the explained part of the growth
increased.

In the 1980s, we were struggling with the large unexplained residual. Most of the
observed growth was not accounted for by the then-standard input measures. In
the last twenty or more years, most of the residuals has disappeared. We have had
famous productivity slowdown. Various attempts to explain why measured
productivity-growth fell, including my own, have not been very successful.
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The diversity of the U.S. economy is reflected in the decentralization of the statistical system.
The major agencies involved in providing data and generating the accounts include the
Bureau of Economic Analysis (BEA) in the Department of Commerce, the Bureau of Labor
Statistics (BLS) in the Department of Labor, the Census Bureau (also in the Commerce
Department), the board of governors of the Federal Reserve System, and the Statistics of
Income (SOI) division of the Internal Revenue Service.

The BEA has responsibility for the NIPAs (National Income and Product Accounts), the core
system of accounts. The BLS generates employment; wage and salary data; productivity
statistics, including labor productivity and multifactor productivity; as well as almost all of the
underlying price data. The board of governors produces the flow-of-funds accounts, including
the balance sheets. The Census Bureau collects and reports much of the primary information
through its business and population censuses and surveys. The SOI generates tax-based data
and incomes used in calculating gross domestic income. In addition, many other agencies and
private-sector organizations provide source data for the national accounts.

The NIPAs, the productivity statistics, and the flow-of-funds have different origins, reflecting
different objectives and data sources. However, they are intimately linked.
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The BEA is not the only source of industry-level data. Two different productivity
programs of the BLS —its productivity program and its employment projection
program — also produce industry data that can be used for productivity analysis.

Previously we discussed the BLS measures of output and productivity for durable
and nondurable manufacturing, but the BLS productivity office also produces more
detailed estimates within manufacturing. The manufacturing output series of BLS
and BEA both are gross output, and both rely on the Census Bureau shipment data.
However, BLS constructs its own measures of output and excludes an estimate of
intramanufacturing shipment. For two-digit SIC industries the difference in output
growth can be quite substantial, ranging from -0.8 percent to +1.0 percent a year
over the 1995-2000 period.

More relevant for our focus on services, the employment projections program of
BLS produces detailed industry measures of output and employment over the
period 1972-2000, covering both goods-producing and services-producing
industries. This is a basic data source for the productivity studies of Dale Jorgenson
and his colleagues. The data set includes output measures for a considerable
number of the services-producing industries that we have used in our analysis. ...
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e Who cares...? Que sera sera...? Ce qui sera, sera...”?
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#%[2011a, b] Tl&. CORIZTERL T, KROT-IBZIZHEEMNH DD TIXLEL D - -
EEZDDNRETREAD, EiELT-,

&1 HROBOHETEN LRE (R %) D7 AY A, 1960-1992
FIRE JFREsEM SUE%E PNFNM 8% wilites HQEE o 99— A
1960-73 | 1.20 1.92 J3.28 1.34 -2.37 143 3.68 2.05 1.36
1973-79 | 0.49 0.46 0.90 0.45 -1.53 0.4 2.72 0.64 0.41
1979-92 | 0.43 1.18 2.50 0.64 0.09 0.56 2.99 2.22 -0.68

FIRE: finance, insurnnee, real estate, PNFNM: private non-farm, nop-nining, non-mamafactizring

RHH¥ - Gordon (1996) Table 2 EOfYREL 2.
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%2 ®BOFETEER RS (PR %) D AFY R, 19601992

B IH
FIRE JFRSr Wa%¥ PNFNM B8R wilites MREGE @ Y2

1960-73 | 0.54 3.53 1.60 27 261 60 4.96 2.89 1.04
1973-70 | 1.97 22 1.64 143 048 116 22 003 042

LLd

1970-92 | 0.00 218 442 1.11 1.68 445 3.62 1.50

[
=

RHLAENCOLTIRE 1 £85

3 XEOGE - G- FBER (FIRE) OFHTSE% LE% (F%, %) , 1980-1992

FAVA ZA—ARAFFVF HFHE HE 73R FAY AFVA
1960-73 1.20 1.12 7.15 1.70 2.70 0.54
1973-79 0.49 -0.33 1.40 3.11 227 1.08 1.97
1970-92 0.43 -0.25 1.17 225 0.45 224 0.00

RSSOV TR 1 &80,

L, 44 1961-1992, HARR 1962-1992, FA 7iX 1981-1992 KW TOH T— 2 200 A aike

LPTIZIELKMFPIZBEH LA H AR E L. [REFX. &
SIZF Dsource THBDGordon[1996] S R, F5:m
i oTEVA AW



From Miwa[2013]

Qarterly Real Inventory Investment:
original vs. seasonally adjusted, 1994~2010
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Rrtotal, Rrfinal, and Rrprocess
all industries, 2003~2010, quarterly
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Deflators= = -

f=&Z IX. government activities, medical care, education, legal
services, and business services...

Price Index Concepts and Measurement, Diewert, Greenlees, and
Hulten eds. NBER, 2009, series 70D Introduction D5 iR ER 4 D
Outstanding Issues in the Construction of Consumer Price Index®)
FE1IHBETH D

How should the value of service-sector outputs like banking,
educational, medical, gambling, and insurance services be
measured, and can they reliably be separated into price and
guantity components.
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“But part of the job of economists is weeding out errors.
That is much harder than making them, but also more
fun.---- Robert M. Solow”

(from Jorgenson and Griliches, 1967, p.249).



