
Figure 3: Prices of Goods and Services Consumption, Investment and Intermediates, 1947-2020
A. Sectoral Price Indexes B. Relative Prices
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Notes: Panel A shows the time series of prices for each use (consumption, investment, or intermediates) produced by each sector
(goods or services). Panel B shows the price of services divided by the price of goods for each use. All series are logged and
normalized to 0 in 1947.

the price of services divided by the price of goods for each use. Consistent with the well-known

price patterns in goods and services as a whole, the price of services relative to goods rises signif-

icantly over time for consumption and intermediates. Given the rising share of services expendi-

tures for consumption and intermediates, rising relative prices are consistent with complementarity

between goods and services inputs.

Surprisingly, and in contrast to aggregate price trends, the relative price of services investment

is falling. This finding arises as investment inputs produced by services sectors are primarily in-

formation technology and intellectual property products (e.g., software and R&D) whose price has

fallen significantly relative to the price of goods investment (e.g., equipment or structures). Given

rising expenditures on services investment, falling relative prices are consistent with the idea that

goods and services inputs to investment are substitutes. Hence, the economic consequences of

structural change in investment may be significantly different than for consumption and interme-

diates.

In Appendix C, we show that this finding is robust to a variety of alternative specifications:

aggregating investment prices with user cost weights instead of investment expenditures as recom-

mended by Holden, Gourio and Rognlie (2020); focusing exclusively on equipment and software;

making quality adjustments as in Cummins and Violante (2002); and holding the values of bridge
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