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not significantly different from 1 − ​γ​f​  . The 
coefficient on the labor share λ is generally 
estimated to be positive, but borderline sig-
nificant (using the usual strong-instrument 
inference). In table 3 we replicate these 
findings using data of the same vintage 
as Galí and Gertler (1999), but with the 
Galí, Gertler, and López-Salido (2001) 
instrument set.36 Later papers have mostly 
obtained insignificant λ estimates, and like 
Rudd and Whelan (2007) we find that this 
is even true on the Galí and Gertler (1999) 
sample if revised data (as of 2012) is used. 
Using the output gap as forcing variable also 
typically yields an insignificant estimate of 
λ, and early papers in the literature tended 
to find negative point estimates.

The estimation results reported in the 
literature differ in terms of the choice of 
data series, estimation sample, and various 
other aspects of the specification, such as 
the number of inflation lags, any additional 

36 We obtained the 1998 vintage data from Adrian Pagan. 
We use the continuous updating estimator (CUE) rather 
than 2-step GMM (cf. section A.2.1 in the Appendix) because 
the former is invariant to reparametrization of the moment 
conditions. The results are comparable to the bottom two 
rows of table 2 in Galí, Gertler, and López-Salido (2001).

regressors, the measurement of inflation 
expectations, and the identification assump-
tions, including the set of instruments and 
other identifying restrictions. As we showed 
in figure 3, estimates of λ and ​γ​f​ reported in 
various papers differ markedly, but the key 
message is that all highly cited papers obtain 
a positive slope coefficient (λ > 0), and, with 
the exception of Fuhrer (2006) and Henzel 
and Wollmershäuser (2008), generally find 
forward-looking behavior to be dominant 
(​γ​f​ > 0.5). The results presented in figure 3 
are a tiny subset of possible specifications. 
Table 4 presents various dimensions of the 
specification choice that have been consid-
ered in the literature.37 These combinations 
of choices produce a very large number of 
specifications that are not objectionable on 
a priori grounds.

37  The only components of the table that have not 
been explored extensively in the literature are some of the 
real-time data series (but see Paloviita and Mayes (2005), 
Dufour, Khalaf, and Kichian (2006), and Wright (2009)) 
and the use of survey expectations as instruments (but see 
Wright (2009) and Nunes (2010)). The latter is motivated 
by evidence that surveys typically forecast inflation better 
than most alternatives; see Ang, Bekaert, and Wei (2007).

Table 3 
Baseline GIV Estimates Using Different Data Vintages 

Data vintage Const. λ γf γb Hansen test

1998 0.041 0.026 0.615 0.340 5.263
(0.030) (0.013) (0.057) (0.058) [0.628]

 
2012 –0.049 0.018 0.719 0.240 9.816

(0.040) (0.012) (0.099) (0.095) [0.199]

Notes: Comparison of GIV estimates of the hybrid NKPC based on 1998 and 2012 vintages of data. The estimation 
sample is 1970q1 to 1998q1. Inflation: GDP deflator. Labor share: NFB. Instruments: four lags of inflation and two 
lags of the labor share, wage inflation, and quadratically-detrended output. Estimation method: CUE GMM. Weight 
matrix: Newey and West (1987) with automatic lag truncation (4 lags). Standard errors in parentheses and p-values 
in square brackets.




