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1. Overview of the Paper

• Diewert and Morrison (1986) and Diewert, Mizobuchi, 
and Nomura (2009): GDP is an approximate measure 
of well-being. 

• The relative price effects including the terms of trade 
effects creates a gap between the GDP measure and 
the measure of real income.→Even though 
technological progress does not change, the welfare 
may improve due to the price effects.

• The aim of the paper is to measure a real income 
series in Korea based on Diewert and Morrison (1986) 
and Diewert, Mizobuchi, and Nomura (2009)



1. Overview of the Paper (contd.)

• Based on the GDP function, the real income is 
decomposed as follows.

• They break down not only gross income but 
also net income. They also break them down in 
two ways: in one case, they exclude land and 
inventories and in the other, they take them 
into account.
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1. Overview of the Paper (contd.)

• Results of the paper
(1) The growth in real income in Korea has evolved from 

‘input-led’ growth to ‘productivity-led’ growth.
(2) In the long-run, price effects on real income are not 

large.
(3) However, in the sub-periods, the terms of trade 

effects are important.
(4) The measurement that takes land and inventories 

into account increases the contribution of 
productivity growth compared to the decomposition 
without land and inventories.



2. Contributions of the Paper

• The main contribution of this paper is the 
resulting estimate of a measurement of well-
being in Korea based on a theoretical 
foundation, and a reliable and excellent 
dataset.

• The main results of the paper are consistent 
with other studies.



3. Discussions and Comments

• On the analytical framework
(1) What is the GDP function?: GDP is an aggregated 

measure of multiple sectors. Does the authors 
assume the same production function for each 
sector?

(2) If the authors focus on the well-being or living 
standards, per capita real income (or consumption 
per capita) is a better measure than the aggregate 
real income. →Basu, Pascalu, Schiantarelli, and 
Serven (2012, NBER WP 17971) show a similar 
formula to this paper, assuming a intertemporal
utility maximizing behavior and measuring the 
change in welfare.



3. Discussions and Comments (contd.)

• On dataset
(1) Labor data is obtained from the KIP (Korean 

Industrial Productivity) database. However, the 
source of capital stock data is not addressed. The 
depreciation rates of some assets between the KIP 
database and this paper are very different. →This 
difference leads to the disparity in TFP growth.

(2) It seems that land is an important factor for the 
interpretation of TFP growth and real rates of return. 
However, the paper does not provide enough 
information to construct land assets and land price.



3. Discussions and Comments (contd.)

• On implications and extensions of the paper 
(1) Land is a very important factor for agriculture 
and forestry industries. The gap between the 
measurement with and without land input is affected 
by the change in industrial structure due to the 
rapid decrease in the share of agriculture and 
forestry industries.→industry-level studies are more 
helpful.
(2) International comparison of real income (Basu et, 
al. (2012) and Jones and Klenow (2010, NBER WP 
16352) ) will generate richer discussions.




