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C.3.Productivity growth in services

William J. Baumol, and Edward Wolff [On the Theory of Productivity and Unbalanced
Growth] 1979 4

William Arthur Lewis [ Economic Development with Unlimited Supplies of Labour ]
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Summary

Observations on the long-term change in Japan's
industrial structure and the causes

This paper uses the Financial Statements Statistics of
Corporations by Industry data to focus on the scale of and
increases/decreases in labor productivity, dividing all industries
into 12 groups in order to analyse and investigate the background
to changes in market share at industry level since the 1960s.

It is found that for long periods there was a strong negative
correlation between the contributions of total factor productivity
(TFP) and price. Industries that reaped the fruits of TFP were able
to restrain the pass-through into prices of the costs of capital and
labor inputs, while industries that did not benefit from TFP appear
to have passed through costs to prices in order to recover those
costs. This 1s substantiated by the fact that from the 1970s, TFP
made the largest contribution in manufacturing-industry groups
in which productivity was high, with price making the smallest
contribution in those same groups, subsequently turning nagative
from the 1980s. In non-manufacturing industry the trend was
generally the reverse. In addition, price declines began to become
visible from the 1980s, spreading throughout manufacturing
industry during the 1990s and then throughout the industrial
sector in the 2000s.
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