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Some fun analysis of your exam results
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Some Basic Concepts
e Labor productivity (LP): measured by output per labor-hour

Figure 1. Actual and Trend Changes in Output per Hour,
MFPE Sector and Total Economy, 1950-2005
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Some Basic Concepts
e Labor productivity: more recent US growth trend
Trend Productivity Growth
(from Bob Gordon, 2/6/08)
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|
Tabl
Labor Prnducti‘&‘im by Country
1979-1995 1995-2003 Change
Total Private Difference Total Private Difference Total Private Difference
Us 1.15 1.72 0.57 241 353 1.42 1.27 1.81 0.54
EU-15 2.38 2.87 0.49 1.66 1.95 0.29 -0.71 -0.92 -0.21
Tigers 2.38 2.9 0.53 3.98 4.79 0.81 1.60 1.88 0.28
Ireland 4.03 4.35 0.32 6.83 8.23 1.40 2.80 3.88 1.08
Finland 3.09 3.98 0.89 2.61 3.40 0.79 -0.459 -0.58 -0.09
Greece 0.893 1.38 0.45 294 3.32 0.38 2.01 1.94 -0.07
Middle 2,46 2.98 0.52 2.03 2.45 0.42 -0.43 -0.53 -0.40
Sweden 1.72 2.65 0.93 1.87 2.95 1.08 0.15 0.30 0.15
Austria 2.82 3.39 0.57 2.14 2.85 0.71 -0.68 -0.54 0.14
United Kingdom 2.42 2.95 0.53 22 270 0.48 -0.21 -0.25 -0.04
Germany 2.29 267 0.38 2.12 247 0.35 -0.18 -0.20 -0.04
Portugal 3.08 3.61 0.55 1.52 2.39 0.47 -1.14 -1.22 -0.08
France 275 3.38 0.63 1.87 2.10 0.23 -0.88 -1.28 -0.40
Tortoises l2.26 2.69 0. 43 0.69 072 0.03 | -1.57 -1.97 -0.40
Belgium 247 2.95 0.48 1.37 1.77 0.40 -1.10 -1.18 -0.08
Metherlands 205 2.34 0.30 1.18 1.63 0.45 -0.87 0.71 0.16
Denmark 237 3.09 0.72 1.01 1.32 0.31 -1.37 -1.77 -0.41
Luxembourg 4.28 4.63 0.35 0.91 1.09 0.18 -3.37 -3.54 017
Spain 263 297 0.34 0.72 0.64 -0.0a -1.91 -2.34 -0.42
Italy 2 0E 248 0.42 0.51 0.48 -0.05 -1.55 -202 -0.47
Asian tigers G.12 G.58 0.46 5.64 G6.77 1.143 -0.47 0.19 0.67
Continental Europe 2.35 2.684 0.49 1.48 1.70 022 -0.66 -1.14 -0.28
Anglo non-US 1.98 2.42 0.44 231 2.72 0.41 0.33 0.30 -0.03

Continental Europe is the EU-15 minus the UK and Ireland
Asian tigers and anglo non-US only go to 2002




Labor Productivity Growth: US vs. Europe
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Labor Productivity Growth: US vs. Europe
with longer history

Ratio of Europe En the United States,
Cutput per Capita and Output per Hour,
selected years, 1820-2000
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Some basic concepts

e Multi-Factor Productivity (MFP)
e Total Factor Productivity (TFP)
e They are the same, just different names

e The growth rate of TFP is measured as the growth rate of output less the growth rate
of combined inputs of labor and capital.

Y =A-F(K,L)= A-K%3°2 > gyZWK'9K+WL-9L

For example:
1995: Y=100, K=50, L=20 2000: Y=130, K=80, L=25
g(Y)=30%, g(K)=60%, g(L)=50%

g(TFP)=30%-(0.3)*60%-(0.2)*25%=7%, which is 1.4% per year on average.

Compare to 6% per year output growth, TFP accounts for 23% of total growth (1.4% / 6%)
Now what about share of growth rate of capital and labor, respectively?

e TFP measures the productivity gain, aside from capital deepening and labor
augmenting. It is the “Solow Residual” we mentioned before.
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Longest-Run
Economic Growth

Once Again

Rough World Averages

Year Population
-8000 5
0 170
1500 500
1800 750
1800 1500
2007 6300
Real GDP
Period Growth
-8000-0 0.04%
0-1500 0.07%
1500-1800 0.2%

1800-1900 1.38%
1900-2007 3.38%

(1) alpha=0.3; beta=0.2
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Some basic concepts

e TFP level across countries

TFP levels relative to Somalia
1960-1985 average
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TFP Growth: Major Developed Economies

1960-1995 Yearly Average

Share of TFP

Country TFP growth % Output growth % qrowth
Canada 0.57 224 20%
LIS 0.76 2.1 6%
LIk 0.o 1.89 42 %
France 1.3 268 43%
Germany o 12 266 50%
ltaly 1.53 e 45 %
Japan 2.B5 4.81 a5 %

TFP growth relative to output growth in G7 countries
1960-1995
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TFP Growth: Asian Tigers
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