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Age-Efficiency Profile of Surviving Asset
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Observed Actual Survival Rate in 2004
: Based on Registration Data of Passenger Cars

Average Service Life(T)=10.9

(T is computed from the estimated Weibull
survival function)

The hazard rate is progressively
increasing (a=2.16)

vintage

. (age)

‘
T T . T ._'_._'_ ST _'_._'_ -

2003(1)

1998(6) 1993(11) 1988(16) 1983(21) 1978(26)

Observed actual survival rates as of the end of March 2004: based on the registration data covering all
passenger cars in Japan (about 42 million ) in Nomura (2005b)
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Summary of Average Service Lives
- Comparison with Canadian Estimates
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Geometric Depreciation Rates
- Histogram
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* Current Framework (CAO)
X*=f(L*,K*,T*)
T=X/f(L,K)
X,LLK, and T: actual
X*,L*,K*, and T*: potential
Observe L (proper “actual” hours?) = L*=HP(L)
Observe K’ (error in data?) = K*=HP(K’) (or K*=K’) = K=uxK*

o K=uxK*
U: B =R
T—% Bz (IPCOBE@REE)  V—E R (B = REEITETEER)
WP TOBERIEE = [HEEEEAFERIIOLNLRDT-F54] (METI)

o X/K* or X/X*?: “Output”-based measure of utilization can estimate a proper “input”
of capital?

Measurement error in K’
“gross”: no aging effect
Error in aggregating heterogeneous types of capital
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