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Ovenrview

W Interesting| papers adaressing| nmeasurement
[SSUEes Invoelving Imperted intermediate Inputs:
x Jarmin, Krzan and fang akoeut an Interesting new: set

Off measures Inl the Census off Manuifacturng anoui
effishering and eurseurcing

s Eldridge and Harper explore implicatiens: off changes
I Imperted ntermediate Inpuits for alternative
pProductvity measures

ElrSt paper: from! the bettem Up...SECend paper
firom the: tep down...




Measuring Ofifishoering and
Outseurcing

Viakes sense: to take this new data for a ride...

Seme sensihle patterns:
s Connection te Importing
a Relationshiprwithl size

One area oif emphasis Is classiiying manuiacturers; oy
wy/pe:
s Traditional;, Manufacturing Service Previders, Factoeryless Gooeds
Providers

s Matehing concept to data here a challenge

Largest group isi “Others” — so difificult ter draw inferences and
Interpret statements like “only a third! 1s in traditional (toe narrowly.

defined?)




Covarates off these: offshernng and
eUtSeUICING

Simple correlatiens shew these
eUSeUrCINg andeffsherngl readucing
empleyment relative te others

BUt eveni simple: multivariate: raises seme
puUZZIes:

s Outseurcers lave higher employment grewin

x Authoers appropriately cautious
Missing contrels: Industry?




Big payeiif willfibe with: data
Integration

Connecting Rew: queres With:

a Changing workiforce cemposition
Use LEHD datia
s Reallocation

For eutsourcing we: should be seeing reallecation
= Within region/ibetween: regien?
m Same workers (just new: firm/ess?)
= Use LBD, BDS and LEHD data

s Adoption; eff technelegy.
Adoeption of IT and ether advanced techinologies more o less: likely.
s [ocalllakor ferce

Is wave ofi local skill werkers (immigrants) In local area a substitute
for eutsourcing/effshoring?




Tuming ter Preductivity: limplications

Primany fiecls'— Row te: think abeut Impertead
Intermediate Inpuits 1N productivity, measures

s EOr detailed sectors (and even: up ter MEG) secteral
euULpUL approach Wit KLEVS approach so: relatively:
straightfeward e’ explore

Amounts te decomposing Miand Siinte demestic and
Imported

Uselul te do this decemposition as; lielps us understand
nature off substitution

s Alse usefull precursor to helpingl us explere Houseman (2007,
2008) concerns

Some discussien of the latter impoerted price concerns but

ne new: evidence — explering these cencerns sheuld be a
nigh' prierity.




Applying these ideas at Economy/-
Wide Level?

At econemy-wide level, traditional BILS
appreach Is on value-added: preduction
fiURCctien for prvate; BUSINESs SECLor

x Nerdirect way, eff assessing| role ofi Impertead
intermediates (1)

s BUt note thhat price mismeasurement will still yield

mismeasurement of valued added grewih and thus
pPreductivIty,

ey prepese: altemative approach at private
pUSINEss sector level:

Yo=Y + 11 = f(K,L,I,1)

Add Imported Intermediates back into Private Sector Business Output and
then also include as an input




Conceptual Issues?

Semewhat difficult ter think: alkeut this netien of
sectoral output at this'level of aggregation

Sectoral eutput netion Becenies conceptually
more: difficult te Interpret the higher the'level of
aggregation

s Sectoral eutput at a detailed inadustry. Is; essentially’ the
gress  eutput measure that We camn easily Conceive ofi
andimeasure anadl s clesely tied! te) production tAeony,

Carefuliter aveid double counting from! Intra-1naustry transfers

E.Q., Number or value ofi cars preduced by autemohile
assembly Industry,

When in deubt...appeal to: Demar (1961)...




At the end of Domar’s Classic
article on different residuals at

different levels, off aggregation:..

“Anyireader Wi has managed! to; get: this; fiar
WillfUndotbtedly: sympataise wWith
SCAUMPELEr'S repoerted remark that

methedelogy IS the Iast refuge of the
scoundrel”

Page 729, Domar (1961))




Comparisons to VA based approach
at aggregate levely?

I any’ event, residual fromr valtie added approachi s different
pEth conceptually and In pracuce fifem sectoral output
appreach

ABLS G AS

s Direct comparnsons need to be treated with caution
s What do we learnr by comparing diffierences ini growth rates of
productivity’ ofi these twe: alternatives (apples and eranges?)
Which productivity: measure: Is the more relevant for welfare
(see, e.g., recent woerk oy Basu et. al (2009))?

s Maximizing GDP per capita more: clesely aligned with maximizing
welfare than maximizing Private Sector “Secteral” output per

capita.




Stilll usefull to: track domestic Vs.
Imported Intermediates....

BUt likely moest interesting| at a detailed sectoral level —
ethenwise we may. e missing| teo much of the Stery
dllyWely.
Aren‘t we Interested 1 knowing that aute assembly plants are
Increasingly: getting thelr machine teols firem offshoere?

Only impacts, productivity measurement directly given
mismeasurement issues liker prices

BUt this Is too limited a view — Iots ofi substitution going
0N suiggests dynamics, restructuring, reallocation —
adjustiment cests

s Current measurement methedelegy not wellf suited te captunng
the Impact off these factors on preductivity: growth (See
Houseman (2007, 2008) )

s [his Impertant area ofi research relatedl to the first paper




