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Towards a New Measure of Output Gap

Abstract

In recent years, the importance of the output gap has grown in terms of both the
correlations with inflation rates and monetary policy rules. This paper tried to measure
various types of the output gaps through checking the data which is used for
measurement of output gap.. To be concrete, we reestimated the capital stock according
to the revision of SNA, and calculated the optimal capital stock and TFP excluding the
investment adjustment cost. Then, connecting the above new capital stock series with
new measures of operating rate, we measured four types of the output gaps. Finally, we
examined correlations between these output gaps and a business indicator, and

estimated the Phillips curves with technological progress.

Our results are summarized as follows. First, the excess capacity, estimated by
optimal capital stock from economic view, show a strong correlation with a business
survey of production capacity. Second, the increasing rates of TFP declined in the 90s,
especially in the case excluding the investment adjustment cost. Third, almost all the
output gaps highly correlate with a business survey of business conditions. Lastly,
judging from the Phillips curves, the output gap is not a factor to accelerate price
decline in the latter half of the 90s.

Key Words: 93SNA, net capital stock, excess capacity, Tobin's q, TFP, investment
adjustment cost, growth accounting, production function, output gap, TANKAN DI
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