














that the probability of negative estimates is much lower. For example, the
Solow residual is negative in 12 out of 40 years; the fully corrected
residual is negative in only 5 out of 40 years.

The fully corrected series now are plotted against some familiar
business-cycle variables. Figures 1 and 2 show how the estimated
technology series differs dramatically from the usual Solow residual.

Table 1
Descriptive Statistics for Technology Residuals

Mean
Standard
Deviation Minimum Maximum

Solow Residual .011 .022 2.044 .066
Technology Residual

(No Utilization
Correction) .012 .016 2.034 .050

Technology Residual
(Full Basu-Kimball
(1997) Correction) .013 .012 2.013 .032
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Figure 1 plots basic business-cycle data: the Solow residual dp, aggregate
output growth dv, and aggregate primary input growth, dxV. These three
series clearly co-move positively, quite strongly so in the case of dp and
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