
Figure 1Model Impulse Response of Hours to a Te
hnology Sho
k
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R
es

po
ns

e
to

1%
T

F
P

S
ho

ck

R
es

po
ns

e
to

1%
T

ec
hn

ol
og

y
In

no
va

tio
n

0 4 8 12 16 20 24 28 32 36 40 44 48 52 56 60
0

0.1

0.2

0.3

0.4

0.5

0

0.1

0.2

0.3



Figure 2Impa
t Errors of the SVAR Pro
edures
Mean Error in the Impact Coefficient of Hours From 1,000 Applications of

the Four-Lag SVAR Procedures Applied to Model Simulations of Length 180,

Varying Innovations of the Shock Processes
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Figure 3aImpa
t Errors and Bands of the QDSVAR Pro
edure
Mean Error in the Impact Coefficient of Hours (solid line) and 95%

Confidence Bands (dashed lines) From 1,000 Applications of the Four-Lag
QDSVAR Procedure with ρl = .95 Applied to Model Simulations of Length 180,

Varying the Variance of Output Due to Technology

HP-filtered Output Variance Due to Technology (%)
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Figure 3bImpa
t Errors and Bands of the LSVAR Pro
edure
Mean Error in the Impact Coefficient of Hours (solid line) and 95%

Confidence Bands (dashed lines) From 1,000 Applications of the Four-Lag
LSVAR Procedure with ρl = .95 Applied to Model Simulations of Length 180,

Varying the Variance of Output Due to Technology

HP-filtered Output Variance Due to Technology (%)
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Figure 4aQDSVAR Histogram and Bounds for Gal�� Parameters
Histogram of Impact Coefficient of Hours and 95% Bounds on Impulse

Responses From 1,000 Applications of the Four-Lag QDSVAR Procedure
to Model Simulations of Length 180
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Figure 4bQDSVAR Responses and Bands for Gal�� Parameters
Mean Impulse Response of Hours (solid line) and Mean of 95% Bootstrapped

Confidence Bands (dashed lines) Averaged Across 1,000 Applications
of the Four-Lag QDSVAR Procedure to Model Simulations of Length 180
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Figure 5aLSVAR Histogram and Bounds for Gal�� Parameters
Histogram of Impact Coefficient of Hours and 95% Bounds on Impulse

Responses From 1,000 Applications of the Four-Lag QDSVAR Procedure
to Model Simulations of Length 180

Response to 1% TFP Shock
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Figure 5bLSVAR Responses and Bands for Gal�� Parameters
Mean Impulse Response of Hours (solid line) and Mean of 95% Bootstrapped

Confidence Bands (dashed lines) Averaged Across 1,000 Applications
of the Four-Lag QDSVAR Procedure to Model Simulations of Length 180
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Figure 6aImpa
t Errors and Bands of the QDSVAR Pro
edure
Mean Error in the Impact Coefficient of Hours (solid line) and 95%

Confidence Bands (dashed lines) From 1,000 Applications of the Four-Lag
QDSVAR Procedure with ρl = .95 Applied to Model Simulations

of Length 180 and Population Errors (dotted line),

Varying the Variance of Output Due to Technology

HP-filtered Output Variance Due to Technology (%)
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Figure 6bImpa
t Errors and Bands of the LSVAR Pro
edure
Mean Error in the Impact Coefficient of Hours (solid line) and 95%

Confidence Bands (dashed lines) From 1,000 Applications of the Four-Lag
LSVAR Procedure with ρl = .95 Applied to Model Simulations

of Length 180 and Population Errors (dotted line),

Varying the Variance of Output Due to Technology

HP-filtered Output Variance Due to Technology (%)
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Figure 7Model and QDSVAR Population Responses of Hours
Using Gaĺı Parameters and Varying Lag Length p in QDSVAR Procedure
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Figure 8Model and LSVAR Population Responses of Hours
Using Gaĺı Parameters and Varying Lag Length p in LSVAR Procedure
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Figure 9aLag-Length Tests with Per Capita Hours Quasi-Differen
ed
Information Criteria for Tests of 1,000 Model Simulations of Length 180

Number of Lags

In
fo

rm
at

io
n

C
rit

er
io

n

1 2 3 4 5 6 7 8
-18.5

-18

-17.5

-17

Akaike

Schwartz



Figure 9bLag-Length Tests with Per Capita Hours in Levels
Information Criteria for Tests of 1,000 Model Simulations of Length 180
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Figure 10Impa
t Errors of the Three-Variable LSVAR Pro
edure
Mean Error in the Impact Coefficient of Hours (solid line)

and 95% Confidence Bands (dashed lines) From 1,000 Applications of
the Four-Lag, Three-Variable LSVAR Procedure Applied to Model

Simulations of Length 180 and Population Errors (dotted line),

Varying Innovations of the Shock Processes

HP-filtered Output Variance Due to Investment Tax (%)
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Figure 11Innovation Varian
e Ratio Implied by Gal�� (1999) and U.S. Hours
Demand Shock Innovation is Varied to Reproduce Gaĺı’s (1999) Estimate for

the Impulse Response of Hours to a Technology Shock and to Generate
the Same Variance of Hours as in U.S. Data

HP-filtered Output Variance Due to Technology (%)
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Figure 12aThree Series for the Hours Per Capita Index
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Figure 12bThree HP-filtered Series for the Hours Per Capita Index
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Figure 12
Impulse Response for Fran
is and Ramey (2004) Data
Impulse Response of Hours to a Technology Shock (solid line)

and Confidence Bands (dashed lines) Using the Four-Lag LSVAR
Procedure with U.S. Data Set of Francis and Ramey (2004)
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Figure 12dImpulse Response for Christiano et al. (2003) Data
Impulse Response of Hours to a Technology Shock (solid line)

and Confidence Bands (dashed lines) Using the Four-Lag LSVAR Procedure
with U.S. Data Set of Christiano, Eichenbaum, and Vigfusson (2003)
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Figure 12eImpulse Response for Gal�� and Rabanal (2004) Data
Impulse Response of Hours to a Technology Shock (solid line)

and Confidence Bands (dashed lines) Using the Four-Lag LSVAR
Procedure with U.S. Data Set of Gaĺı and Rabanal (2004)
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