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Summary of Findings

Declining labor share of income:

s =
Labor Compensation

National Income
.

IPP: (i) software (99 revision) and (ii) R&D and art (13 revision).

Flatter labor share of income net of IPP capital income:

s̃ =
Labor Compensation

National Income− IPP Income
=

s

1− IPP Income
National Income

.
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Evaluation

What I like the most about the paper.

1 Illustrates importance of revisions for macro measurement.

2 Highlights an important aspect of capital accumulation.

Discussion.

1 Robustness of results and measurement issues.

2 Informativeness of s̃? What do we learn?
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Measurement Difficulties

Direct measurement of components of capital income:

requires prices of capital, stocks of capital, and depreciation rates.

capital from depreciation rate and investment spending and price.

Own-account software and R&D are not traded in the market.

BEA measures own-account expenditures at production cost (e.g.

using number of analysts for software or NSF Surveys for R&D).
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Summary of Trends

Labor Share s Labor Share s̃

Trend in pp p-value Trend in pp p-value

1948-2008 -3.63 0.00 -0.24 0.60

1948-2012 -4.61 0.00 -0.95 0.08

1948-2013 -4.92 0.00 -1.20 0.04

1953-2013 -4.97 0.00 -1.62 0.01

1961-2013 -4.77 0.00 -2.11 0.00

1971-2013 -4.63 0.00 -2.42 0.00
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Sensitivity to Interest Rate Used
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What Does s̃ Teach Us About s?

s̃(X ) =
s

1− X
Income

, for X = {IPP, depreciation, taxes, ...} .

Authors’ interpretation:

“IPP capital accounts entirely for the observed decline of s.”

“The decline of s reflects the fact that the US is undergoing a

transition to a more IPP capital-intensive economy.”

I show with theory that s̃ not necessarily informative for “why did s

decline?”
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Theory (Karabarbounis and Neiman, 2014 and revision)

Variant of open-economy deterministic neoclassical growth model.

1 Production with CES σ between aggregate capital and labor.

2 Multiple types of capital (CES bundle with elasticity ρ).

3 Monopolistic competition (markup µ).

Exogenous processes.

1 Capital prices, depreciation rates, and interest rate (observed).

2 Markups and residual productivity of capital goods (inferred).
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Blue = Observed Shocks, Orange = Inferred Shocks

R j
t = ξjt−1(1 + rt)− ξjt(1− δjt), j = 1, ..., 6. (1)

Rt =
∑
j

(
K j
t

Kt

)
R j
t . (2)

st =

(
1

µt

)(
1− ασ

(
AK
t

µtRt

)σ−1
)
. (3)
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Example: s̃ uninformative about driver of s

Trends in percentage points

IPP Share s s̃

Data (62-13) and Model With All Shocks 3.3 -4.7 -2.6

Model With Constant IPP Sector Shocks -0.1 -4.6 -4.7

Note: Uses KSZ parameters ρ = 5.78 and σ = 1.14.
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Conclusions

Overall, a good job in highlighting measurement issues and an

important aspect of capital accumulation.

Claim that IPP explains the labor share decline is not warranted.

I suspect that IPP is important for capital accumulation and factor

shares. However, this does not come out from this analysis.
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